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High Road or Low?
Transparency International and the Corruption Perceptions Index

By mid-1995, the non-profit Transparency International (TI) was struggling. It had been
founded in May 1993 to combat corruption in international business transactions. Since then, TI
had assembled an active board of directors, a prestigious advisory council and a small staff. It had
embarked on a variety of enterprises to further its mission—publishing, meeting with governments
interested in TI’s approach, lobbying international organizations to strengthen sanctions against
bribery.
But its efforts seemed scattershot and uncoordinated. There was no strategic plan guiding
where the organization was headed, or how it would measure success. Its efforts had won the nongovernmental organization (NGO) small triumphs, and favorable press. But Transparency
International was far from being a household word. Most worrying, over its two years in existence
funding had actually decreased rather than increased.
Unlike most NGOs, TI was not a grassroots organization. Its members were professionals,
the elite from the worlds of development, international aid and politics. TI had from its birth sworn
off fingering corrupt individuals as counter-productive and potentially dangerous. It chose instead
to take the high road, building on its global professional contacts to build coalitions with business
and government partners to mount comprehensive campaigns against corruption.
In mid-1995, however, TI had the chance to try a new instrument, one more reminiscent of
traditional NGO tactics. A young German academic interning at TI had developed an index which
tried to measure global corruption—not in absolute terms, but in terms of the business
community’s perception of the corruption in any given country. TI had to decide whether or not to
adopt the index.
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Publishing it would, TI’s managers predicted, grab public attention and put the
organization on the map. But there could be costs. It would necessarily be an inexact instrument,
leaving TI vulnerable to accusations of political scandal-mongering and methodological
inaccuracy. It would go against the grain of TI’s usual caution. It might even alienate those very
groups with which TI sought to build coalitions. Would the index advance TI’s mission, or
undercut it?

Genesis of an Idea
The decision would fall, ultimately, to two men: TI founder and Chairman of the Board
Peter Eigen, and Managing Director Jeremy Pope. Eigen had spent his career at the World Bank,
but in 1991 took early retirement in disgust when the Bank refused to endorse his efforts to
formulate a Bank policy against corruption.1 Pope had helped Eigen create TI and, in January 1994,
took on the top staff position.
Eigen’s interest in corruption grew out of a 1990 World Bank meeting in Swaziland, at
which participants debated an appeal from African intellectuals disillusioned, says Eigen, with
Bank willingness “to turn a blind eye to everything which had to do with ... important aspects of
policy, such as democracy, human rights, participatory decision making and corruption.”2 The
meeting expressed frustration over World Bank projects compromised in many countries by
rampant corruption. Participants appointed Eigen to develop an anti-corruption agenda for the
Bank, but Bank lawyers at headquarters in Washington, DC, objected. The Bank’s charter, they
argued, forbade involvement in politics, and corruption was a political problem. Bank President
Barber Conable summoned Eigen to tell him he must drop the issue, either on behalf of the Bank or
on his own time.
But Eigen had been inspired by the possibilities raised in the Swaziland meeting. For years,
his wife Jutta—a doctor—had disparaged his work as futile, given the kind of corruption which
she witnessed daily in medical clinics. “Finally, I realized she was right,” Eigen said later. “I used
to think nothing could be done about it, but I also knew that corruption was destroying everything
we were trying to do in Africa.”3 Eigen quit the Bank and moved back to his wife’s hometown of
Berlin. He was determined to found an organization to publicize and hopefully reverse the
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The official name is the International Bank for Reconstruction and Development. It is one component of the World
Bank Group, which also includes the International Finance Corporation, the International Development
Association, the Multilateral Investment Guarantee Agency and the International Center for the Settlement of
Investment Disputes. Eigen’s final job with the Bank had been as director of the Regional Mission for Eastern
Africa (based in Kenya).
Author’s interview with Peter Eigen, Berlin, March 4, 2002. All further quotes from Eigen, unless otherwise
attributed, are from this interview.
Stevie Cameron, “Dreaming of a world without corruption,” Maclean’s, April 8, 1996, p. 36.
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corrosive effects of international corruption on the economies and civil fabric of the developing
world.

Corruption—a History
Corruption was nothing new. So-called “petty corruption”—payoffs for services to often
woefully underpaid public and private officials—had an ancient and worldwide history. But by the
1990s, the scale of bribes to top government officials to influence large public works projects had
reached startling proportions.
Part of the increase was not new, but newly visible. As the Cold War ended, corrupt
regimes whose vices had been deliberately ignored in the overriding interest of the superpower
rivalry were finally open to investigation. There were also new opportunities for corruption. In the
former Soviet Union and Eastern Europe, the move to privatize vast state-owned enterprises in the
name of establishing capitalism opened the door to extensive fraud by the outgoing elite. Even
technology aided an upsurge of corruption: the growth of the Internet plus the increasing ease of
electronic money transfers made monitoring illicit transactions ever more difficult. One World
Bank estimate put the cost of bribery among transnational corporations alone at $80 billion a year.4
In developing countries, bribes added untold costs to public projects. Typically, public
officials accepted bribes from private contractors to channel public funds (often aid monies)
toward the project of the contractors’ choice. Thus unnecessary but high-status airports, hotels and
convention centers were built in countries lacking decent roads, education and basic healthcare.
The system reached into the highest levels of government: pay-offs to presidents were simply more
expensive than those to ministers. One estimate put the amount African leaders had stashed in
Swiss bank accounts at $20 billion.5
Western businesses tacitly supported this system in order to win contracts; industrialized
countries were the source of most of the bribes driving international business corruption. Only the
United States had taken substantive steps to curb bribery—in 1977, the US passed the Foreign
Corrupt Practices Act (FCPA, amended in 1988). But no country had followed suit.6 How much
this hobbled US companies was a matter of debate. US businesses complained that they were
losing contracts because the law denied them a “level playing field”; competitors retorted that US
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Fredrik Galtung, “A Global Network to Curb Corruption: The Experience of Transparency International,” in The
Third Force, ed. Ann M. Florini (Washington, DC: Carnegie Endowment for International Peace and Japan Center
for International Exchange, 2000), pp. 17-47.
“Clean, not laundered,” The Economist, May 8, 1993, p. 78.
The International Chamber of Commerce in 1977 elaborated a set of Rules of Conduct against extortion and
bribery, but there was no enforcement mechanism and they were honored largely in the breach.
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companies still bribed, but through intermediaries.7 Regardless of the truth of that charge, many
countries in fact allowed bribes to be deducted from taxes as a legitimate business expense.8 One
study reported that German corporations alone declared some DM 600 million ($400 million) a
year in bribes on their tax returns.9
Little publicity. This state of affairs was only dimly understood by the public in both
North and South because all parties to corruption had an interest in keeping it quiet.10 The subject
was considered taboo at the World Bank, which feared stirring up a political hornets’ nest among
its members, many of whom were among the offenders on both sides of the bribery equation.
Corruption even had its supporters, who argued that in numerous countries, giving and receiving
bribes was an integral part of the local culture, and that any Western challenge to the practice was
presumptuous. This ignored the fact that most countries had laws on their books forbidding bribes.
But those laws were honored in the breach; often the judiciary was as corrupt as the political
establishment.
But the time was propitious for opening public eyes to the extent of global corruption. In
the late 1980s, public revulsion against corrupt rulers in the Philippines, Bangladesh and Brazil had
forced those regimes from power. In the early 1990s, new leaders in the former East bloc pledged
to foster democracy and, as part of that effort, embraced anti-corruption platforms. Meanwhile,
bribery scandals in Italy, Japan, Belgium, Spain and France during 1992 and 1993 revealed that
northern countries had no special claim to virtue.
Eigen hoped to take advantage of these developments to tackle international business
corruption wholesale. His vision was audacious: to expose and reduce corruption in international
business transactions, thereby improving the economic potential of developing countries and the
effectiveness of aid to them. But it was one thing to have a vision and another to start a new
venture.

Creating an Entity
For two years, Eigen traveled widely, meeting with businessmen, journalists, politicians
and academics around the world. He found some willing to lend money, others happy to join his
effort. They were all highly-educated professionals, seasoned veterans of international aid,
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The US Treasury estimated US corporations lost $30 billion a year in contracts because of refusal to bribe. See:
Galtung, “A Global Network.”
Austria, Belgium, France, Germany, Iceland, Ireland, Luxembourg, the Netherlands, Portugal, New Zealand and
Switzerland all permitted the deduction from taxes of bribes; Denmark and Sweden allowed the same if bribes were
“customary” in the recipient’s country.
Carolyn Hotchkiss, “The Sleeping Dog Stirs: New Signs of Life in Efforts to End Corruption in International
Business,” Journal of Public Policy & Marketing, Spring 1998, p. 108. Note: This study uses the exchange rate of
DM 1.5 to the dollar unless an actual dollar equivalent has been computed by the report quoted.
Like TI, this study uses the terms “North” and “South” as shorthand for industrialized and developing countries.
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commerce and development. They were almost all men. Several of them had, like Eigen, World
Bank experience. “Hardly any of us,” says one of them wryly, “had any experience in civil
society.”11
No one was quite sure what the new organization should look like. Over four working
group meetings in 1992, vague ideas became firmer. Eigen’s first thought had been to create an
organization, called the International Business Monitor, to scrutinize international business
transactions and expose wrongdoers. He was discouraged by arguments—from, among others,
former Amnesty International Secretary-General Ian Martin—that exposing dirty business deals
was a bad idea that would land everyone involved in debt or in jail.
Instead, the group resolved to challenge what founder George Moody-Stuart termed
“grand corruption” by building coalitions among business, the private sector and civil society.
They would emphasize not the moral, but the economic, social and political costs of corruption,
enlisting the self-interest of governments and corporations in making business transactions open
and honest. They would examine not only bribe-takers in the South, but bribe-givers in the North.
The organizers christened their new creation Transparency International—a title which
caused considerable confusion as “transparency” was then a little-known term of economic art.12
TI would be gradualist and pragmatic. As US supporter Michael Hershman put it, TI would be
“independent, realistic and non-radical. It will be active, effective and respectable.”13 The group
also resolved that the infant organization would remain financially independent, although
temptation was close at hand. The Dutch government in 1992 offered to provide funding for six
staff members and rental of office space if the new organization could be known as Dutchsupported. But TI turned down the offer, preferring to seek a variety of sponsors.
By the end of 1992, an interim Board of Directors and an Advisory Council had formed.
Advisors included such illustrious figures as then-former Nigerian President Olusegun Obasanjo,
Nobel prizewinner and Costa Rican former President Oscar Arias, and Kamal Hossain, former
Bangladesh foreign minister and minister of justice. The group settled on Berlin as TI headquarters,
despite strong support for basing TI in the developing world, because the German capital hosted
few NGOs, Germany was Europe’s strongest economy, and bribery was legal there—making it a
good symbolic choice for basing the campaign to end such practices. Plus, Eigen’s wife had a house
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Author’s interview with Hansjörg Elshorst, Berlin, March 5, 2002. Any further quotes from Elshorst, unless
otherwise attributed, are from this interview. At the time, Elshort was managing director of the German
Agency for Technical Cooperation (GTZ). He became a member of TI’s first Advisory Council and, in
1998, TI’s managing director.
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Quips Pope: “People used to ask if we sold ladies’ underwear!”
Speech by Michael J. Hershman, November 4, 1992, to the International Consortium on Governmental Financial
Management, Silver Spring, Maryland.
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in Berlin which was already TI’s first office. Staying in Berlin would be convenient for Eigen, who
planned to work for TI one day a week, devoting the other four to consulting.14

The Framework
On February 9, 1993, in a document-signing ceremony at The Hague, Transparency
International formally incorporated as a German non-profit eingetragener Verein, which gave it taxexempt status.15 German law requires at least seven members to form a Verein. The 11 TI founders
were preponderantly American and British, although three came from the South.16 TI was now
officially a non-governmental organization. NGOs defy a single definition, but they are non-profit,
and include charities and community-based organizations. Many represent societal interests, such
as protecting the environment, defending human rights, or combating poverty.
The launch. The next step was making sure the world noticed TI’s creation. Just three
months later, on May 4-6, 1993, TI hosted a formal launch at the Villa Borsig in Berlin. It was a
high-profile event. Some 70 individuals from around the world attended, including Nigeria’s
Obasanjo, former World Bank President and US Secretary of Defense Robert McNamara, Algerian
Prime Minister H.E. Belaïd Abdesselam and Bolivian Foreign Minister Ronald MacLean Abaroa.
Representatives came from governments in the South, the international development community,
and transnational corporations.
So-called Active Members, chiefly the founders of TI, elected a nine-member Board of
Directors—all unpaid.17 The board had to approve all major TI decisions. Eigen was chairman and,
temporarily, managing director responsible for day-to-day operations. Thanks to his World Bank
pension, Eigen also was able to offer his services gratis. The two vice-chairs were American Frank
Vogl (president of Vogl Communications) and Kamal Hossain of Bangladesh, a respected jurist
who had held several ministerial posts. The board, with these three as an “executive committee,”
comprised the decision-making leadership. A 22-member Advisory Council, also of unpaid
volunteers, was chaired by Ecuadoran Vice President Alberto Dahik.18
Organizationally, TI would comprise a small secretariat in Berlin, plus National Chapters
in those countries which expressed interest. The chapters—meant to be models of cooperation
among government, business and civil society—would promote TI’s mission. All members would
14
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This plan was never realized, as TI consumed all Eigen’s time.
Unfortunately, the lawyer retained by TI failed to properly constitute the group as a charity, so it was prevented
from allowing donors to deduct contributions from taxes.
They were Eigen (Germany), Frank Vogl (US), Laurence Cockcroft (UK), Joe M. Githongo (Kenya), Fritz
Heimann (US), Michael Hershman (US), Kamal Hossain (Bangladesh), Dolores Espanol (Philippines), George
Moody-Stuart (UK), Gerry Parfitt (UK), Jeremy Pope (New Zealand), and Hansjörg Elshorst (Germany).
“Active member” was a term under German law which meant voting member. For a list of the first board of
directors, see Exhibit 1.
For a list of the first Advisory Council, see Exhibit 2.
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attend annual meetings. The chapters themselves would not have votes, although many of the
national chairpersons were Active Members with votes or on the Advisory Council.19
At the launch, TI announced its strategies. It would advertise the existence of corruption,
using the media to achieve global awareness of the problem. It would formulate Standards of
Conduct which it hoped to persuade voluntary coalitions to accept, country by country or project
by project. It would establish “islands of integrity,” pilot projects which others could emulate. It
would offer developing nation governments a range of services, from strengthening procurement
systems to establishing anti-corruption investigative agencies. It would provide advice and
support to start-up National Chapters.
But first TI needed a base.

Setting up Shop
Finding usable office space and hiring staff were early priorities. For the two years (19911993) that TI was in formation, it had operated out of Eigen’s kitchen with a telephone and a fax
machine. After the launch, it moved into a small office at the Technical University of Berlin. Eigen
hired TI’s first staff member, a young Norwegian named Fredrik Galtung, in February 1993 to
coordinate the May launch. He and Eigen shared a single computer. “Fredrik would type
something on it, then turn the screen to me. And I would say, yes I like it, or no,” remembers
Eigen. In mid-1993, TI rented a second room to accommodate an office manager, only to move
again on November 25 out of the Technical University to commercial space on Hardenbergplatz.
Pope joins. On January 1, 1994, TI hired its first senior staff member. New Zealander Pope,
who had been involved with TI since before its inception, joined as managing director.20 Pope says
he joined TI because he believed he could be effective. “It wasn’t that I saw Peter [Eigen] as having
the answers, because I didn’t. It struck me he was very passionate, but really didn’t know much
about countering corruption,” says Pope.
Peter would always say, ‘Corruption is not a moral
problem, it’s a technical problem. It’s just a question of
sort of tweaking the system.’ He was anxious to
depoliticize things. I knew we didn’t have any magic
answers.
19

20

The membership issue was tricky. Under German law, it was nearly impossible to get rid of a Verein member, so
granting membership had to be done carefully. TI thought the law did not allow conditional membership, such as
that of a National Chapter chair, where the person might change but the membership would be permanent. It took
years and considerable legal advice to resolve this to allow National Chapters to vote.
Pope had been Legal and Constitutional Affairs Division Director of the Commonwealth Secretariat and Legal
Advisor to the Commonwealth Secretary General. He would serve as TI managing director until 1998, when he
moved to London to take charge of TI’s Centre for Knowledge, Innovation and Research.
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Pope from the start focused less on business and more on the corruption plaguing the daily
lives of millions. “The reason why I became involved was it was blindingly obvious to me that you
can’t fight corruption in international business transactions without fighting corruption in
general,” says Pope. “I would never, ever have become involved in TI if I thought that that was the
only concern … I was much more worried about the children who can’t get an education or what
happens in the health clinics in the rural areas.”
At first it was quiet, remembers Pope: “I had nothing to do … You’d sit in this tiny office,
the phone doesn’t ring and if you’re lucky you get a fax.” TI staff could watch elephants out the
window of the office, which was next to the Berlin zoo. An early flurry of requests for assistance in
starting chapters—generated by press coverage of TI’s launch—had died down. The staff kept busy
collecting global press on corruption for a central database, preparing speeches, and looking for
funding. They also prepared for TI’s first annual meeting.

First Annual Meeting
The meeting changed the course of the infant organization, particularly its understanding
of the relationship between the Berlin Secretariat and the National Chapters. It was held in Quito,
Ecuador, from February 28-March 1, 1994. Young Ecuadoran lawyer Valeria Merino Dirani played
a pivotal role. Dirani, after hearing Ecuadoran Vice President Dahik refer to a TI Ecuador chapter,
challenged him to specify who was in the chapter. When he listed the members, recalls Pope, she
responded: “That’s not a National Chapter, that’s a collection of your friends! That’s not Ecuadoran
civil society.” In response, the Ecuador chapter was disbanded and pledges made to reconstitute it
with wider representation.
Dirani also objected to TI’s narrow focus on business corruption, arguing strenuously that
TI had better address ordinary corruption, or it would lose all credibility. As the TI annual report
subsequently recounted, Dirani said:
We strongly believe that unless we are able to promote a
complete revision of existing procedures to address public
complaints regarding corruption, we will be faced with an
obstacle often attributed to NGOs: lack of credibility and
capacity to deliver.21
Within hours, says then-Advisory Council member Hansjörg Elshorst, “on the spur of the
moment, we overthrew our well-established, careful strategy.” National Chapters, the members
decided, would enjoy nearly complete autonomy. They would define their own agendas and
decide how best to pursue them. As the annual report put it: “For the people of their country to

21

Transparency International 1995 Annual Report, p. 100.
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regard a National Chapter as relevant, it would have to develop a distinct and relevant national
agenda, in addition to work on countering international illicit payments.” Chapters would draw
members from a cross-section of society. Moreover, they would be self-financing—meaning the
Secretariat would not be responsible for financial oversight.
There were only two rules: all chapters had to refrain from investigating individual cases,
as that would undermine TI’s coalition-building efforts; and all had to be politically non-partisan.
The board of directors had authority to accept or reject a candidate chapter. The board could, over
what might be a lengthy approval period, check references of chapter leaders, examine funding
sources, observe activities and openness of communications. Thanks to the annual meeting, said
the June 1993 TI newsletter, National Chapters were “emerging as the driving force behind the
movement, with TI’s Berlin office servicing their needs, as well as being responsible for executing
the international campaign.”
Despite this reassuring tone, the founders worried about what they had unleashed. Six or
seven of them took a vacation to the Galapagos Islands after the Quito meeting. Walking among
the animals, recalls Elshorst, “we were pulling our hair.”
How, we wondered, can we avoid that these activists on
the national level will soon be so radical or so unruly that
they will ruin us before we are strong enough to
withstand whatever pressure that comes? It was a risky
thing because we couldn’t control it anymore from that
moment on.
TI was evolving. Thanks to the annual meeting, the Secretariat had a clearer understanding
of what would play in the developing world. Now it needed a track record. Even more urgently,
however, it needed funding.

Chasing the Dollars
Eigen recognized from the start that TI had to be as transparent in its own transactions as it
expected others to be. As he wrote:
TI is … aware that its success over time will depend on its
independence. It will seek ties to all parties engaged in
international business transactions, but it will seek special
relationships with none. It will make no secret of the

9

High Road or Low? __________________________________________________________ C15-02-1658.0

sources of its funds, the affiliations of its directors and the
approaches it uses to select and recruit consultants.22
TI’s goal was to receive one-third of its funding each from government, corporations and
private donors. It planned to put a cap on contributions from any single source to avoid undue
influence. It also hoped to charge a fee for some services. At its launch, it announced an immediate
goal of $1 million a year in contributions. It identified five target groups: foundations,
governments/official institutions, corporations, private voluntary organizations, and individuals.
This goal, however, proved elusive. Private contributors proved particularly difficult to attract.
GTZ Support. For the early funding it did get, TI had to thank the fiscal creativity of a few
supporters. TI Advisory Council member Elshorst, for example, provided critical financial backing
during the two years of TI’s gestation (1991-1993). As a managing director of the German GTZ
agency, Elshorst had experienced the debilitating effects of corruption on projects in Indonesia, and
was eager to contribute to the fledgling anti-corruption movement. But the German government,
he recalls, “strictly forbid me to put development money into that … Even profits from this work
we were not allowed to put in there because corruption was something that gave German
companies an edge over the Americans.”23
But GTZ had two arms—development, and private consulting. Elshorst says, “I just put my
other hat on, the hat of an international consultant, and took the profits from that business.” When
his supervisors threatened to fire him, Elshorst said he would take his story to the press.24 He kept
his job, and contributed just short of DM 100,000 ($66,600)—the legal limit he could dispose of
without board approval.
Meanwhile, other small donations came in. In Britain, the Joseph Rowntree Charitable
Trust and the Nuffield Foundation contributed £20,000 ($30,000) each in early 1993 to the startup.25 The Global Coalition for Africa, which had already helped fund Eigen’s early travel to
present his idea in international forums, pledged $50,000; and the UN Center of Transnational
Corporations also offered some support. Many contributions were targeted at specific projects. The
German government, for example, through the Foundation for International Development (DSE),
funded the May 1993 launch conference. A few early pledges of support for operating expenses
(always a more difficult category to fund) came from the government of Ecuador, the Netherlands
Ministry of Economic Cooperation, the Boeing Company (US), Crown Agents (UK), Coopers &
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Peter Eigen, “Transparency International,” article for European Association of Development Research and
Training Institutes (EADI) General Conference, Berlin, September 15-18, 1993. Written September 10, 1993.
Tax write-offs were disproportionately advantageous to European firms, due to their high corporate tax rates.
Elshorst’s personal assistant was also threatened with dismissal.
Information from author’s interview with TI-UK Chairman Laurence Cockcroft, London, March 8, 2002.
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Lybrand (UK), Innovative Technologies (Switzerland), and the Unions des Groupements d’Achats
Publiques (France).26 General Electric (US) provided $25,000 a year for three years.27
But it was not enough to cover the Secretariat’s administrative expenses of salaries, travel,
communications and rent, even though those were low. Eigen had pledged to “keep core operating
expenses to an absolute minimum,” and in 1993 expenses were less than $100,000.28 “Initially,”
says Eigen, “we really lived from hand to mouth.” Salaried staff, remembers Pope, accepted that
they would be paid only if there was money.
World Bank Denies. A particular disappointment was the failure of the World Bank to give
TI a grant in early 1994. Eigen had assured Pope before he came on as managing director that
funding would be no problem, because the Bank would be providing a grant of some $200,000.
Eigen knew that a majority of the Bank’s vice presidents supported the project. The Bank’s grants
committee, however, turned it down. When the sympathetic vice presidents appealed directly to
Bank President Louis Preston to revisit the committee recommendation, remembers Pope, Preston
wrote an angry letter in reply accusing them of violating corporate discipline. The loss of that
grant, recalls Pope, “came as a complete shock … It was a huge blow for us.”
TI cast its fundraising net wider. In early 1994, Eigen approached George Soros and his
Open Society Institute (OSI) during a conference in Budapest.29 But, says Pope, the Institute kept
changing the rules for making applications. After several unsuccessful iterations and days spent
preparing fruitless proposals, exclaims Pope, “I said to Peter [Eigen], forget this thing—this is
complete nonsense.”
A mid-1994 appeal to the Ford Foundation proved more rewarding. TI Advisory Council
member Oscar Arias had urged Eigen to approach the Ford Foundation for funding, not only for
the money but for the vote of confidence which funding from Ford would represent to the lending
community at large. So in spring 1994 Eigen, a former Ford grantee himself, and later Pope and TIUS Chairman Fritz Heimann, visited Ford, which agreed starting in September 1994 to fund an
effort to write down TI’s anti-corruption strategy (essentially creating TI’s intellectual property).
Pope undertook that project.
Notwithstanding Ford’s vote of confidence, for all of 1994 TI raised only $592,000. Its
expenses were $569,000. In order to reduce rental costs by some 70 percent, the office moved in
December 1994 to a new location on Heylstrasse.30
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Eigen, “Transparency International,” EADI paper.
Transparency International, Securing Corporate Support for Transparency International, The 10 Most Frequently
Asked Questions by US Corporate Sponsors, Berlin, 1994.
Eigen, “Transparency International,” EADI paper.
TI Annual Report 1995, p. 91.
Rent dropped from $119,000 (or 20 percent of all expenditures) in 1994 to $37,000 (6.5 percent) in 1995.
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Matters did not improve in 1995, despite an approach to USAID. At first, things looked
hopeful. A funding application from TI crossed the desk of Lawrence Garber, a Clinton appointee
who had worked with Pope in Ethiopia and elsewhere. Garber urged the Agency to fund the TI
project. Two visits from USAID officials to scrutinize TI’s financial system and its books were so
confusing, however, that as of mid-1995 Pope and office manager Van Ham were convinced not a
dollar would be forthcoming.
At that point, it looked as though TI would raise even less for 1995 than the year before.
Expenses, fortunately, were holding steady, even though the number of staff had grown to cope
with the workload.31 Every last dollar counted. At one point, remembers Elshorst, Eigen had a
pledge of DM1,000 from a German entrepreneur who was, reports said, mortally ill in the hospital.
Eigen went to visit him—and to check that the contribution would be made.
Even as TI’s leadership was struggling for funds, the staff were laboring to find the right
mix of activities for TI to make an impact and make a difference.

1994-1995: What do we do?
At the May 1993 launch conference, Nigerian leader General Obasanjo had noted that “it
was not clear what activities TI would actually be doing.”32 That took some time to clarify. One
direction, however, was clear from the start. To raise public awareness of corruption, TI needed the
media. As Pope told Eigen in TI’s early days, “NGOs die to get their name in the newspaper. If
you’re not in the media, you’re nowhere.”
In this it was remarkably successful, thanks in large part to the press contacts of Board Vice
Chair Vogl, who had previously been a spokesman for the World Bank. As early as 1992, TI’s
organizational meeting in London was covered by the New York Times. When TI incorporated in
February 1993, media coverage was so instantaneous that when Eigen later that day picked up a
rental car in Frankfurt, the BBC was reporting on the new international organization as he switched
on the radio. “It was very, very strange,” laughs Eigen. TI’s May 1993 launch was likewise well
covered. The Financial Times reported that “TI may be optimistic, but it is certainly not naïve.”33
The Economist was more circumspect, commenting that “Mr. Eigen’s faith in self-regulation is
heroic, to say the least.”34 A Spanish newspaper ran a cartoon of TI as a latter-day Don Quixote.
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For Income and Expenditure statements from 1994 and 1995, see Exhibit 3.
Accountability and Transparency in International Economic Development; The Launching of Transparency
International in Berlin, May 1993 (Berlin: German Foundation for International Development and Transparency
International, 1994), p. 47.
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TI Board members and staff also wrote articles and letters to the editor. They submitted
papers to conferences, professional publications and reports. They made speeches. TI started
publishing its own products. In March 1994, TI inaugurated a quarterly newsletter, which provided
updates on the activities of National Chapters, board members, and the Secretariat; and reported
on the anti-corruption efforts of international organizations. It collected samples of world press
corruption coverage, and provided a calendar of conferences TI had hosted or attended. In 1994,
the newsletter circulated to some 2,400 readers in 120 countries, while in 1995 that grew to 4,500
copies in 140 countries. In May 1994, TI created a 4-page handout, Introducing TI, for general
distribution.
One 1994 publication which garnered considerable media attention was The Good Business
Guide to Bribery: Grand Corruption in Third World Development, written by TI’s UK Chairman George
Moody-Stuart.35 Drawing on his 30 years’ experience as a consultant to the sugar industry in East
Africa, the South Pacific and Caribbean, Moody-Stuart described with vivid anecdotes the
conversation of corruption. In one instance, a permanent secretary involved in negotiations on a
project referred to the cost of educating his son at a US college. “Could you help with the bills?” he
asked bluntly.36 The booklet also provided a tongue-in-cheek guide to the costs of bribing
government officials of ascending seniority. Other TI titles included Should Foreign Bribery be a
Crime? by Board member Heimann, and Accountability and Transparency in International Economic
Development.
TI also assembled a database of articles and other publications on corruption, as well as an
index of newspaper articles. In 1994, it created an email network, known as the TI Forum, linking
experts on corruption worldwide. In 1995, it established a presence on the Web. But while
publishing contributed to TI’s goal of raising public awareness, there was a whole other arena to
which TI had pledged its efforts. TI wanted to be pro-active, to help contribute to solutions—not
just point out shortcomings. So TI also cast about for a way to build the coalitions it had so grandly
advocated from the start.

Integrity Systems
The idea TI hit upon was to help nations build up what it eventually called a “national
integrity system.” This system, broadly defined, included a country’s laws, institutions and
practices. TI proposed to analyze and improve integrity systems in three stages:
1) Meet with senior government officials to explain TI goals;
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His brother Mark Moody-Stuart, interestingly, was CEO of Shell Oil.
Rosie Waterhouse, “The good business guide to bribery,” The Independent (London), March 27, 1994, p. 10. See
also: Michael Holman: “Survey of World Economy and Finance,” Financial Times, September 30, 1994, p. XVIII.
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2) Include in later discussions other leading civic figures such as journalists, academics,
and religious leaders; and
3) Produce a diagnostic report of the country and a tentative plan of action.
As a first step, TI published a Standards of Conduct code to distribute to clients. The code covered
categories such as bribery, kickbacks and subcontracts, agents and consultants, and financial
disclosure.37
As of its 1993 launch, countries which had tentatively invited TI teams included Benin,
Algeria, Botswana, Uganda, Zimbabwe, Namibia, Senegal, Ecuador, Bolivia, Nepal, Bangladesh
and the Philippines. As TI Vice Chair Hossain put it:
Democracy is fragile. If not protected, corruption may
destroy it. Bangladesh needs technical assistance and a
coherent strategy.38
TI started off gradually in the fall of 1993, says Eigen, “by having a checklist of the laws
and institutions which are most pertinent for corruption in a society.” On a 1993 visit to Ecuador,
for example, “I went over these points with the vice president of Ecuador and asked ‘How
independent is your judiciary? How is your procurement system? Do you have freedom of the
press?’ and so forth.”
With the funding from the Ford Foundation, this list evolved in 1994 into a National
Integrity Blueprint (NIB), an analytical tool for strengthening integrity systems, including a
nation’s procurement practices, public financial management, administrative practices, auditing,
bookkeeping, judiciary, public information and education. Then-Managing Director Pope says he
modeled the NIB on the reform effort of an Australian official in the state of Queensland. As Pope
analyzed the reforms, “I realized that what he had done was identify, without realizing it, the
Queensland integrity system,” says Pope. “Then I had the realization that of course every country
has one of these things.” During 1995, TI re-christened the NIB the TI Source Book on National
Integrity Systems.39
Designing a blueprint and implementing it were, however, two different things. During
1994, TI conducted assessment missions to Benin, Russia, Bangladesh, Ecuador, Mali, South Africa
and Uganda.40 The May visit to Benin “was a first, and we learned as we went along, but it never
really led to very much,” says Galtung. The July 1994 mission to Moscow was followed by a
second visit a year later, but corruption at that time was rampant in the former Soviet Union; hopes
37
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of stemming it soon were slight. Missions in 1995 went to Argentina, Colombia, Malawi, Tanzania
and back to Uganda.
Reforming entire integrity systems, however, would take years or decades. So TI
simultaneously pursued a more promising short-term solution: “islands of integrity”—individual
projects that could provide role models for bribery-free transactions.

Islands of Integrity
This concept first surfaced at the 1992 organizational meeting in London. “Everybody
thought we were crazy,” says Elshorst.
Corruption wasn’t even a negative thing. People thought
that it was necessary, and the governments and the
companies, both in the North and the South, supported it
… [But] we took a different approach from the normal
civil society, which normally is against something and
lines up alliances of others who are also against … Our
main strategy was to try to find change-minded people in
the sectors of society that are involved in corruption, to sit
together, and work out solutions together.
TI knew that, as things stood, no company would willingly give up bribery if as a result
the contract went to less-scrupulous competitors. TI would have to convince a significant number
of firms to adopt new standards simultaneously, or none of them would. In an “island of integrity,”
participants would sign an anti-bribery pledge (a model devised by TI supporter McNamara). Pope
liked the concept but hated the term, recalling that “it took me about two years to persuade Peter
[Eigen] that it was much easier to sign an integrity pledge than to sign an anti-bribery pledge. One
is about loving your wife; the other is about stopping beating her.” In 1993 and 1994, Ecuador
provided TI with its first testing ground for this model.
Ecuador Project. At the invitation of TI Advisory Council Chair and Vice President Dahik,
TI dispatched two missions (June 15-18 and October 1993, funded by the Inter-American
Development Bank) to assess the potential for a proposed refinery project in Ecuador as a pilot
“island.” TI found circumstances favorable, and in April 1994, the Ecuador government announced
in a letter to procurement officials that companies bidding on the refinery project had to commit in
writing to no corruption. Participants, including CEOs of bidder firms, were asked to sign an AntiBribery Pact (ABP), whose credibility the government undertook to safeguard. Four bidders
emerged for the refinery project; one bid for $160 million was accepted.41 There were no reports of
41
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bribery.42 On the other hand, TI was reluctant to send journalists to Ecuador to report on the
project because, due to lack of funds, TI was never able to evaluate it properly.
Unfortunately, no other “island” projects immediately followed the Ecuador example.
Among other obstacles, the World Bank refused to adopt the anti-bribery pledge, arguing to TI’s
bewilderment that it would be anti-competitive to require corporations to sign it. It also opposed
the “islands of integrity” concept, and successfully blocked its introduction for Bank-financed
projects. TI staff still had plenty to do, however. Along with their other efforts, TI wanted to
persuade the international community to tackle corruption seriously.

Multilateral Efforts.
Early on, TI had considered pushing for a global convention against international bribery,
but this was quickly given up as hopeless. Anti-bribery conventions already existed, both in
national and international legislation, and had proven toothless. Instead TI-Berlin, as well as the
newly-forming National Chapters in member countries, began to lobby the Paris-based OECD to
impose restraints on international corruption. Importantly, so did the Clinton Administration’s
Secretary of State Warren Christopher and Assistant Secretary of State for Economics and Business
Affairs Dan Tarullo. These efforts yielded fruit as early as May 1994, when the OECD
recommended that member countries take a coordinated approach against nationals’ bribery of
foreign officials. The resolution urged members to “take effective measures to deter, prevent and
combat the bribery of foreign public officials in connection with international business
transactions.” A working group was assigned to translate six clusters of recommendations into
what might eventually become a treaty.
TI also had an impact in the Americas. In December 1994, 35 democratically-elected heads
of state from North and South America were scheduled to meet in Miami for what was billed as
the Summit of the Americas, with President Bill Clinton as host. TI Advisory Board Chair Dahik
succeeded, as vice president of Ecuador, in putting corruption on the agenda. In an official
communiqué during the conference, participants agreed that corruption was a problem and
required concerted action at the national and international levels. It was the first time leaders from
North and South had joined in laying the groundwork for a regional convention on corruption.
Meanwhile at the World Bank, whose leadership had been so reluctant to formulate a
policy on corruption, interest at lower levels continue to grow. Lunchtime seminars on the topic
attracted standing-room-only crowds. Petter Langseth, a staff member of the Economic
Development Institute (EDI) within the Bank, became a firm believer in TI’s efforts. Among other
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cooperative efforts, EDI in early 1995 conducted focus groups on successive drafts of TI’s evolving
Source Book, and together with TI ran workshops for investigative journalists in Tanzania, Uganda
and Jordan.
By 1995, Tanzania and Uganda happened to have National Chapters. Such workshops
could be helpful to newly-formed National Chapters, as could other services the TI Secretariat
offered. Increasingly, however, chapters organized in response to specific needs in each country
with Berlin at a loss to define just what a TI chapter looked like. In part, this was by design, in part
by default.

National Chapters Grow
Certainly the number of chapters was growing. At its start, TI had kept its aspirations
limited, hoping for some 15 chapters.43 During 1993 and 1994, TI formally accredited five chapters:
Denmark, Ecuador, Germany, the UK and US. But a further 36 were in formation as of the end of
1994. During 1995, an additional 21 chapters were firmly established, while 20 continued their
efforts to organize.
Thanks to the decisions taken at the first Annual Meeting that chapters should be
autonomous, their character varied enormously. Some chapters were led by private sector interests;
others saw political leaders, churchmen, or journalists take charge; while in several countries
existing anti-corruption NGOs converted to TI chapters. In the US, for example, business interests
quickly adopted TI-US, giving it stable membership and financial support. In France, by contrast,
the TI chapter was small and elite—barely 20 people, most of whom knew one another as members
of a club for social responsibility. The Argentine chapter—formed from an existing NGO—most
closely resembled that of other mass-movement NGOs like Amnesty International or Greenpeace,
with grassroots support and a membership of thousands.
As a rule, TI chapters comprised the elite—academics, politicians, lawyers, doctors, and
journalists. In Belgium, the TI Chapter chairman was Baron Jean Godeaux, former president of the
central bank. In Malawi, Anglican Bishop the Right Reverend Bvumbwe headed the chapter. Says
Elshorst, TI chapter members were predominantly “well-established bourgeois, former politicians,
lawyers, bishops and so forth.” TI was an organization of “insiders” more likely to promote topdown change than bottom-up street protests.
There were a few false starts, as TI learned the ropes. In Ghana, for example, a teacher in a
countryside village had heard about TI on a radio broadcast by Deutsche Welle. Inspired, he
declared himself and a group of friends TI-Ghana. Officials in Berlin had to inform him regretfully
that chapters had to be accredited and there could be only one per country.
43
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National Chapter activities included national integrity workshops, national integrity
surveys, training programs for investigative journalists, and campaigns for politicians to sign anticorruption pledges. Differences emerged between northern and southern chapters. The northern
chapters were more likely to focus on transnational corruption, while those in the South were
concerned with fighting national and local corruption.
But despite the encouraging growth in national chapters, despite the renewed international
attention to corruption, despite all its papers and op-ed pieces and speeches, Transparency
International by mid-1995 had not yet achieved the kind of standing and recognition it needed to
be as effective as possible. At that juncture, a potential means to fame fell into TI’s hands.

To CPI or Not?
TI had considered, as far back as the organizational meetings of 1992, publishing a report
which would track corruption country by country around the world. It had not yet, however,
found a responsible and credible way of doing this apart from publishing anecdotal evidence. But
in the summer of 1994, Johann Graf Lambsdorff came as a volunteer to TI.
A candidate for a PhD in economics from Göttingen University, Lambsdorff was designing
a survey on corruption which pulled together the results of a number of polls: a poll of polls. The
survey measured not absolute levels of corruption (which would be impossible to capture), but the
perception of international business leaders, risk analysts and business journalists about the level
of corruption in a number of countries.
Lambsdorff included 41 countries in his initial effort, which he called a corruption
perceptions index (CPI). For a country to be included at all, he had to be able to locate at least two
polls including that country. Lambsdorff then standardized the scores on a scale of zero to 10, with
zero as completely corrupt and 10 as perfectly clean. The seven polls Lambsdorff used were: three
from the World Competitive Report for the Institute for Management Development in Lausanne
(1992-1994); three from the Political & Economic Risk Consultancy Ltd., Hong Kong (1992-1994);
and a 1980 survey from Business International, New York. For each country, he gave a score, the
number of surveys used, and the degree of variance among the seven original surveys. In his draft
survey, New Zealand placed first with a rank of 9.55, Germany ranked 13th with 8.14, Argentina
24th with 5.24, India 35th with 2.78 and Indonesia dead last at 1.94.44
Lambsdorff tried to interest TI in his work but, remembers Eigen, “I always said this is too
much, too fancy, and much too theoretical and forget it. I didn’t support him very much.” Pope
was also skeptical. He recalls:
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I couldn’t tell how robust it was going to be. There had
been no peer review, and it clearly wasn’t ready for the
outside world. There was no reason for us to have any
confidence in it.
Director of Research Galtung, whom Lambsdorff consulted as he developed the CPI,
remembers lengthy conversations about its pros and cons. At first glance, the cons stood out:
“When Jeremy [Pope] and I saw it,” says Galtung, “the explosive nature of the index was
immediately apparent.”45 But it was also highly intriguing. Eigen and Pope agreed to consider
whether or not TI would like to adopt the index. In the meantime, Galtung cautioned Lambsdorff
to keep the index confidential until Eigen and Pope had reached a decision.
Eigen and Pope could have taken this decision to the board, but that would have been
unusual. Eigen, as chairman of the board, and Pope as managing director, made most of TI’s
management decisions, which the board then endorsed. The advantages, they reasoned, of
publishing the corruption perception index were several. It would catapult TI into international
visibility. While it could anger states ranked low, it might also inspire them to take measures to
improve their ranking the next time around. It would be relatively cheap to produce, taking
advantage as it did of existing polls. It would give journalists a useful tool for discussing
corruption levels around the world. Most important of all, it could provide an opening for those
who wanted to undertake corruption reform to do so.
On the other hand, even a cursory look at the CPI would invite criticism that its
methodology was questionable. For one thing, the methodology across the surveys varied; some
might doubt whether combining them was valid. For another, the meaning of “corruption” for
various respondents’ could vary widely, depending on their cultural differences. Then there was
the issue of comparability. The index was envisioned as multiyear; yet if it in future years included
additional surveys (as available), that would make it hard to compare one year to the next.
Pope and Eigen had also to consider political consequences. The index’s very title included
the word perception—acknowledgement that there was nothing absolute about the measurements.
Nonetheless, governments and the media could be counted on to ignore nuance and focus
respectively on the headline impact, or headline value, of the rankings. Some governments might
argue that a low ranking would negatively influence lending decisions by international aid donors,
making a bad situation worse. Several countries were not included at all because too few or no
polls ranked them. Inevitably, some observers were sure to misinterpret this, and assume a country
was missing because it was too corrupt even to include. Most telling of all, the index said nothing
about those who provided the bribes—thereby potentially reinforcing the idea that corruption is a
problem primarily for poor countries.
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Publishing the index might also be dangerous. It was possible that publication would make
impossible the work of National Chapters in individual countries, as governments took out their
anger at low rankings on local TI representatives. It was even conceivable that the lives of local
activists could be at risk.
Eigen and Pope had to weigh whether the index supported the TI mission, or undermined
it. What effect might the index have on TI’s efforts to build coalitions? What about its pledge not to
identify culprits—were countries an acceptable target where individuals were not? How about
funding ramifications? Might any contributor pull out because of this? Moreover, the index
smacked of the kind of NGO TI emphatically was not. It had a mass appeal, grassroots quality to it
which TI had thus far rejected in favor of insider approaches to civic, corporate and government
leaders in pursuit of a rational, self-interested solution to corruption.
As it was, before they could come to a reasoned judgment, Pope and Eigen found the
decision thrust into their hands with no time to reflect. Lambsdorff, it turned out, had talked to a
reporter from the German news magazine Der Spiegel investigating corruption at the Opel car
manufacturer. The reporter asked Lambsdorff whether any general measurement of corruption
existed, and Lambsdorff gave him a copy of his draft survey—but with strict instructions that it
was “not for publication.” The following week, in the July issue of Der Spiegel, the index
accompanied in a box an article on corruption at Opel.46 It listed TI, together with Göttingen
University, as the sponsor of the index.
“Jeremy Pope and I had to decide,” remembers Eigen, “whether we would disown it and
say this is only a work in progress, or whether we should go with it and say yes, this is one of our
tools. We had to decide within half an hour or so because lots of people were calling us at the
time.”
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