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INTRODUCTION 

Part of the cause of the 1997 East Asian crisis has 
been attributed to bad governance in both the public and 
the private sectors, i.e., cronyism, corruption, and nepo- 
tism. However, one cannot help but wonder whether the 
whole issue of governance has been raised simply as a 
convenient explanation for the unexpected collapse of 
various East Asian economies a decade ago. After all, 
there was very little mention of governance before the 
crisis. 

Regardless of how and why the issue of 
governance came to attention, there is no denying that 
corruption and nepotism are still deeply rooted in some 
East Asian countries. Money politics grease the wheels 
of democracy, while personal connections open up new 
opportunities in a capitalistic market. All seemed to 
work well as long as the money kept flowing in and 
everyone – politicians, businessmen, and citizens – got a 
share of the expanding economic pie, until the start of 
the crisis in July 1997.  

While it would be somewhat far-fetched to 
attribute the crisis in Thailand to bad governance per se, 
weaknesses in public and private sector governance no 
doubt contributed to micro- and macroeconomic mis- 
management. Connected lending and reckless invest- 
ment burdened the economy with a high volume of non-
performing loans (NPLs). The Bank of Thailand’s 
squandering of billions of dollars of hard-earned foreign 
reserves in a fruitless attempt to defend the Baht dealt a 
final blow to the country’s financial system and its 
economy. After the start of the crisis, a number of 
committees were set up to investigate what went wrong 
and who should be held responsible for the grave 
damage to the economy. 

In a nutshell, governance refers to the exercise of 
political, economic, and administrative authority in the 
management of a country’s affairs at all levels. It 
includes the State, the private sector, and civil society. 
The State creates a political and legal environment 
conducive to economic and social development, while 

the private sector generates jobs and creates income. 
Civil society defends the rights of the people against the 
potential abuse of power by the State or by large 
businesses. Thus, good governance – like a three-legged 
stool – is supported by a good balance of power among 
the three groups. 

This paper focuses exclusively on capturing the 
experience and lessons learned in fostering better 
governance in the Thai bureaucracy. Indeed, the bureau- 
cracy lies at the heart of a country’s state machinery. 
Politicians come and go, but civil servants remain. 
Politicians may be corrupt, but they have to rely on the 
administrative power of the bureaucracy for implemen- 
tation of their projects and programs. Businesses may be 
reckless or deceitful, but they are subject to the oversight 
of state regulatory bodies. Hence, state bureaucracy 
appears to hold the key to good governance. Unfor- 
tunately, civil service can be vulnerable to political and 
big business influences. A high-ranking civil servant can 
be enticed by the promise of a promotion by a Minister 
or the payment of a large sum of money by a 
businessman. Thus, building good governance in the 
bureaucracy is indeed no easy task. 

This paper addresses key governance problems in 
the Thai bureaucracy and recent attempts to improve 
governance standards, in the hope that the experience 
and lessons learned here will be of some relevance to 
other developing countries facing similar political, legal, 
and institutional constraints. 

The outline of the paper is as follows. Section 1 
provides the governance conceptual framework upon 
which the assessment of the Thai bureaucracy in section 
2 is based. Section 2 is divided into two parts. The first 
part illustrates the governance ranking of the Thai 
bureaucracy according to the International Institute for 
Management Development (IMD) in order to provide a 
general comparative assessment of where the Thai 
bureaucracy stands in relation to its counterparts in other 
countries. The second part addresses the key governance 
problems of the Thai civil service and the measures 
taken to elevate the governance standards during the past 
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decade. The final section summarizes the lessons learned 
and makes recommendations on the way forward. 

 
 

1.  GOOD GOVERNANCE: THE CONCEPTUAL 
FRAMEWORK 

 
What does good governance mean for the civil 

service? It means that the civil service would need to 
operate with transparency, due process, accountability 
and participation. Transparency prescribes clear rules 
and procedures to ensure objectivity and impartiality, 
and demands disclosure to enable public scrutiny. Due 
process implies fairness and impartiality among the 
parties concerned. Accountability refers to the extent to 
which decision makers, or those who exercise state 
authority, can be held responsible for their actions, 
decisions, and performance. Finally, participation is 
closely associated with the democratic process, whereby 
all stakeholders are given equal voice in the management 
of affairs.  

It is widely believed that any process or proce- 
dure that is transparent, fair, impartial, accountable, and 
participatory will be efficient and equitable. Trans- 
parency and participation ensure that administrative 
decisions and actions are made in the interest of the 
public rather than a particular interest group or indi- 
vidual. Due process ensures that individual rights 
regarding fair treatment are ensured and protected. 
Accountability, on the other hand, ensures that actions 
and decisions are taken with due care. 

Unfortunately, the civil service in most develop- 
ing countries operates in an environment that is not  
so conducive to good governance. Public information  
is rarely available, as can be easily judged by the dearth 
of information available on most governmental organi- 
zations’ websites. Participation by non-governmental 
organizations, in particular civil society or consumer 
groups, is a new phenomenon for many civil servants 

whose definition of participation often is limited to input 
received representatives from well-established business 
organizations and government-nominated experts. While 
the availability of appellate bodies, administrative courts 
or courts of justice can help to ensure due process in the 
bureaucracy and the accountability of civil servants 
making binding administrative decisions, a lengthy and 
cumbersome legal process often denies complaintants of 
the right to be treated fairly. At the same time, 
ineffective judiciary processes fail to penalize officials 
that make decisions based on private rather than public 
interests.  

 
 

2.  GOVERNANCE IN THE THAI 
BUREAUCRACY  

 
2.1  Governance Indicators 

 
According to the perception indicators surveyed 

by the IMD, corruption and bribery remain widespread 
in Thailand. This indicator appears to correlate roughly 
with the level of income of a developing country. As can 
be seen in Table 1, India, Indonesia, and the Philippines, 
the three countries with lower scores for bribery and 
corruption than Thailand, all have lower per capita 
income. The relationship is less prominent with regard to 
the level of political interference in the bureaucracy. 
Thailand’s score, interestingly, is lower than that of 
Indonesia. However, what is most interesting is that, 
when it comes to bureaucracy’s efficiency in terms of 
facilitating business activity, Thailand’s score is on par 
with that of Taiwan and South Korea whose level of 
income per capita is significantly higher. These 
indicators show that the Thai civil service operates in an 
environment where corruption and bribery are rampant 
and where bureaucracy is subject to considerable 
political influence. Nevertheless, these negative factors 
have not posed serious obstacles to business activity. 

Table 1 Civil Service Governance Indicators, 2006 

 Public Service Bureaucracy Bribery and corruption 

Country 

The public service is not independent 
from political interference (=0), and is 

independent (=10) 

Bureaucracy hinders  
business activity (=0),  

and does not hinder (=10) 

Bribery and corruption 
exist in your economy (=0), 

and do not exist (=10) 

Hong Kong 6.04 6.62 7.57 

India 2.59 2.79 1.69 

Indonesia 2.95 1.83 1.32 

Malaysia 4.90 4.87 4.85 

Philippines 1.60 1.67 1.04 

Singapore 5.11 6.67 8.19 

South Korea 3.79 3.63 4.23 

Taiwan 3.78 3.78 4.48 

Thailand 2.91 3.64 1.88 

Source:  IMD. World Competitiveness Yearbook 2006. 
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2.2   Transparency 
 
Thai laws often grant administrative authorities a 

wide margin of discretionary power in both interpre- 
tation and implementation of the law. Bowornsak (2004) 
likened this legal tradition to the writing of a blank 
check by the legislative body and giving it to the 
administrative body.1 Under such circumstances, trans- 
parency in administrative procedures becomes particu- 
larly vital in ensuring that the bureaucracy uses its broad 
power in order to serve public rather than personal 
interests.  

As mentioned previously, transparency implies 
clear rules and procedures, and public disclosure of 
information.  

 Procedural Rules 

As mentioned above, most Thai laws do not 
prescribe clear administrative rules and procedures 
pertaining to the implementation of the law. Rather, the 
issue is left to the implementing authority to decide how 
certain sections of the law are to be interpreted, how 
complaints are to be handled, and on which criteria 
decisions are to be made, etc. In the absence of clear 
rules for implementation and procedural guidelines, the 
administrative process can be unpredictable and 
subjective. It should also be noted that in many cases 
when relevant rules, orders, announcements or decisions 
exist, they are rarely advertised or information about 
them disseminated to the public, with the result that the 
public remains unaware of them.  

 Public Disclosure of Information  

The passing of the Official Information Act in 
September 1997 marked the first great leap toward better 
governance within the bureaucracy. With this law, 
citizens may request access to information in possession 
or control of a state agency that previously may have 
traditionally been “off-limits.” These include official 
decisions and orders that concern the public, Council  
of Ministers resolutions, agreements and concession 
contracts made between government organizations or 
state-owned enterprises and private companies and 
concessionaires.  

With greater access to official information, 
citizens are better able to evaluate and scrutinize the 
government’s management of affairs, demand fair 
treatment from the State and to participate in the 
decision-making process. Academics and newspaper 
reporters are probably the two groups of individuals who 
have exploited and benefited from this law. Ordinary 
citizens who believe that they have not been given fair 
or adequate treatment by the bureaucracy have also 
resorted to the Act in order to obtain justice.2  

However, the shortcoming of this law is that it 
lacks provisions for legal sanctions in cases of non-

compliance. As a result, many state bureaus have not 
proceeded with the required declassification and public 
disclosure of certain official documents. Officials are 
also reluctant to disclose information when requested by 
a citizen and drag their feet in complying with disclosure 
orders by the Public Information Board. Indeed, it will 
take a while until the culture of transparency slowly 
penetrates the thick wall of the old tradition of state 
secrecy and exclusivity.  

 
2.3  Due Process 

 
Due process of the administrative branch of 

government in Thailand is prescribed by the Adminis- 
trative Law. Thailand’s relatively advanced Administra- 
tive Law 1996 and its Public Information Act 1997 help 
guarantee a certain level of transparency and objectivity 
in the application of administrative power. For example, 
the Administrative Law: 

• Prohibits officials (i.e., plus their family and 
other relatives) with financial and non-
financial interests from being involved in 
administrative procedures. 

• Requires that all parties involved in the 
proceedings be given the opportunity to 
present evidence and offer counter-evidence 
to the administrative officials. 

• Requires that all administrative decisions that 
have a bearing on the private sector be 
recorded, along with details describing the 
minority views and opinions as well as the 
signatures of every commissioner. The deci- 
sions must also be made publicly available 
according to the Public Information Act 1997.  

• Requires that all government agencies set  
a specific time frame for responding to 
inquiries or complaints.  

Unfortunately, many state authorities fail to 
comply with some of the provisions stated above. For 
example, Nipon (2003)3 found that certain commis- 
sioners of the Thai Trade Competition Commission 
responsible for enforcing the Thai Trade Competition 
Act B.E. 2542 were deliberating in cases in which they 
had a clear conflict of interest. The Commission’s deci- 
sions are at best arbitrary in the absence of convincing 
supporting evidence. Minority views are rarely recorded, 
and minutes of the Commission’s meetings are ex- 
tremely brief, plus they do not provide any information 
on the issues discussed with regard to the cases being 
deliberated. Indeed, such problems are not unique to the 
Trade Competition Commission; they are commonplace 
among most state authorities. 

Despite its relative comprehensiveness, the Thai 
Administrative Law fails to establish clear communi- 
cation rules for state officials involved in making admin- 
istrative decisions; such rules are vital if impartiality of 
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the procedure is to be ensured. Specifically, it is silent 
on rules concerning off-the-record communication 
between officials deliberating a case and the parties 
directly involved in a proceeding.4 Thus, officials are 
able to arrange private meetings with the parties con- 
cerned, where the information and views submitted or 
exchanged are unrecorded. Such a lacuna in procedures 
leaves the administration particularly vulnerable to 
lobbying.  

Deunden and Somkiat (2002)5 also found that 
the Administrative Law concentrates mainly on proce- 
dures concerning the issuance of an administrative order 
that is binding on the specific disputing parties, but it 
does not cover procedures involving the establishment of 
administrative rules or regulations that have general 
application to private businesses and individual citizens. 
As a result, a rule passed by a state authority can easily 
favor a particular interest group, while disadvantaging 
another group. It can also be unnecessarily burdensome 
and costly to comply with, while failing to deliver the 
intended result.6  

 
2.4  Accountability 

 
A civil servant can be held legally accountable 

for his or her misdeeds in two ways. In the case of an 
alleged corrupt practice, the person will be examined by 
the National Counter Corruption Commission, a body 
established under the Constitution of 1999. On the other 
hand, if the civil servant violates the due process 
requirements set out by the Thai Administrative Law – 
should he or she participate in the decision-making 
process despite personal vested interests in the matter – 
he or she shall be examined by the Administrative Court. 

Unfortunately, these two organizations have not been 
able to handle the tide of cases, with the result that a 
sizable backlog of cases has built up over the years since 
the establishment of these bodies, as can be seen in 
Tables 2 and 3. 

After the 1997 financial crisis, much emphasis 
has been focused on the establishment of a “perfor- 
mance-based” system in order to hold state entities more 
accountable for their performance. Ideally, performance 
indicators could act as a “whistle blower” if they could 
reveal the underlying problem that has yet to be 
unearthed. The Office of the Public Sector Development 
Commission (OPDC) has been trying to implement all 
sorts of performance measurement techniques, such as 
the Balanced Score Card and the Key Performance 
Indicators (KPI).7 The Thai experience reveals that 
performance assessment, while certainly desirable, is 
extremely difficult to implement in practice. Among the 
myriad implementation problems, the following are the 
major ones. 

The first and most fundamental problem is the 
sheer lack of data required to produce the indicators.  
In the absence of time-series data on the variables 
required to measure performance, it is nearly impossible 
to construct any meaningful indicators. For example,  
if one would like to measure the effectiveness of the 
Department of Export Promotion’s spending in organiz- 
ing trade fairs to promote Thai exports, one would need 
to identify the Thai export companies that participated in 
such fairs and track down the orders that they have 
received from the customers that attended the trade fairs. 
Because it is very rare that a government agency would 
need to justify its spending on the basis of “value for 
money,” it is not surprising that such data do not exist.  

 
Table 2 Counter Corruption Cases with the National Counter Corruption Commission  

Unit: number of cases 
Status of cases 2000 2001 2002 2003 

Accepted* 3,875 4,938 6,176 7,140 

Completed 1,116 1,099 1,201 1,306 

- rejected accusation  1,095 1,055 1,132 1,191 

- guilty  21 44 69 115 

In process 2,759 3,839 4,975 5,834 

* Figures include cases in process from the previous year and new cases in the current year. 

Source: The Office of the National Counter Corruption Commission. 

 

Table 3  Administrative Court from 1996 to 2004 

Administrative Court Cases accepted Cases completed Cases in process 
Supreme Administrative Court 3,821 1,792 2,029 

Central Administrative Court 9,451 6,272 3,179 

Regional Administrative Court 16,378 10,971 5,407 

Total 20,378 10,971 5,407 

Percentage 100.0 53.83 46.17 

Source: Administrative Court. 
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Second, variables and indicators are collected and 
calculated by the parties whose performance is to be 
evaluated rather than by an independent third party. 
Indeed, self-evaluation lends itself to potential mani- 
pulation of the data. 

Third, finding the right indicators is a very 
complex task. Many indicators used to measure per- 
formance are either input or procedural indicators, rather 
than the outcome indicators. For example, in measuring 
the effectiveness of a government-sponsored training 
program arranged for small businesses, the performance 
indicators used are usually timely disbursement of the 
allocated funds and the number of attendees. It is also 
important to note that if the indicators capture only 
“some” but not “all” of the state body’s responsibilities, 
then it is possible to manipulate the indicator by 
mobilizing resources toward the evaluated activities, and 
thereby, abandon other services or activities whose 
performance is not measured. Under such a circum- 
stance, the performance-based scheme could seriously 
harm the governance and efficiency of the state entity.  

 
2.5  Public Participation  

 
Public participation requirements regarding the 

administrative procedures of the Thai bureaucracy are 
stipulated in the Rule of the Office of the Prime Minister 
on Public Consultation by Public Hearings 1996. The 
rule has many shortcomings. First, compliance with it is 
not mandatory. A hearing can be held only if the 
Minister or Provincial Governor is of the opinion that 
implementation of any project under his or her authority 
and duty may cause adverse economic, social, or cultural 
impacts. An individual adversely affected may ask the 
Minister or Provincial Governor to organize public 
hearings, but the latter need not oblige. Second, there are 
no penalties in cases of non-compliance. Third, the rule 
specifies only that the hearing needs to be carried out 
before the actual physical implementation of a project. 
Hence, in many cases, the projects have already been 
approved by the Cabinet. Worse, the rule allows the 
government to proceed with the expropriation, procure- 
ment, and signing of contracts during the course of the 
public hearing process. Indeed, this only fuels discontent 
among stakeholders that oppose the project and leads to 
hostile confrontation. Fourth, the rule is so formal and 
rigid that it cannot accommodate public participation 
under a different social and economic environment.  

At the implementation level, public consultation 
is perceived not as a means to provide accurate and 
impartial information about the project, to learn about 
the concerns of different stakeholders, and to exchange 
views and provide explanations, thus narrowing the gap 
between proponents and opponents. Rather it is per- 
ceived as a forum for deciding whether or not a project 
should be carried out. As a result, very little information 
or evidence is provided for informed discussion. During 
the past several years, the Office of the Civil Service 

Commission has been working on a draft “public 
consultation act,” but to date, no such law has yet been 
promulgated.  

 
 

3.  CONCLUSION AND RECOMMENDATIONS 
 
To conclude briefly, as the implementing body 

for all government policies, state laws and regulations, 
the civil service is at the heart of the governance 
problem. At the same time, it is the key to the solution. 
It is of utmost importance that the Thai civil service 
be sufficiently shielded from potential exploitation by 
corrupt politicians or lobbying by large businesses 
with vested interests. At the end of the day, politicians 
are rarely held accountable for corrupt practices as they 
often make verbal demands and never written ones. 
Likewise, the counter corruption law targets the 
recipient, rather than the donor, of a bribe. Thus, like 
politicians, businessmen bribing officials rarely face 
legal sanctions.  

Transparency, due process, accountability and 
public participation all serve to protect the integrity 
of the civil service. Clear and well-advertised proce- 
dural rules are not amenable to rigging. Public disclosure 
of administrative procedures and decisions would help to 
mobilize public scrutiny in case any abnormality occurs. 
Due process such as communication rules would limit 
the channels by which vested interests could exert their 
influence. Greater accountability may imply that more 
civil servants could become “sacrificial lambs” for politi- 
cians’ corrupt practices. In the end, however, account- 
ability would serve to protect the integrity of the 
bureaucracy against political interference, as in many 
cases politicians would be dragged into the investigative 
procedure. Finally, public participation is an important 
tool for exposing all the undesirable dealings that can 
occur in an administrative procedure.  

To give an illustrative example, the secretary-
general of a debt-restructuring agency is finding it hard 
to resist political demands to give generous debt write-
offs for politically connected firms. Perhaps he would 
not face such a problem if: (a) clear rules or guidelines 
have been established and made public on how much 
debt write-off a firm could be given; (b) details on the 
debt-restructuring schemes of every firm have been 
made available on the Internet so that the public could 
scrutinize whether politically connected firms are getting 
more favorable treatment than others; (c) executive 
officers must declare all potential conflicts of interest so 
that it would be more difficult for the government to 
send representatives of interest groups to serve as 
directors or CEOs in the Debt Restructuring Office;  
(d) allow firms in a similar line of business to participate 
in the process of designing a debt-restructuring package 
for the industry to ensure fair treatment; and (e) monitor 
the progress of the structured firm in order to evaluate 
the “value for money” spent on the restructuring in order 
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to vindicate restructuring decisions taken by the 
authority. 

Unfortunately, implementing good governance 
measures is not so easy in practice as state organizations 
often face political and institutional constraints at the 
policy level as well as information constraints at the 
implementation level. Nevertheless, the Thai experience 
reveals that there are certain “crucial steps” that can lay 
a firm foundation for the betterment of state governance. 
These are: 

(1) Ensure access to public information. At the 
most basic level, the enactment and enforce- 
ment of a public information act would be 
required. In the Thai case, the law would 
need to ensure quite a bite and allow a  
high level of compliance monitoring to be 
effective. 

(2) Establishment of clear governance rules for 
all administrative procedures. At the basic 
level, this would require the enactment and 
enforcement of a public administrative law 
that would lay down the basic foundation  
of a “due process” for all administrative 
procedures. 

(3) Ensure greater public disclosure of all state 
rules and regulations pertaining to any 
administrative procedure, rule or decision. At 
the moment, most state agencies list only 
laws that provide the public with a legal 
mandate and authority. They do not list 
numerous subordinate laws such as Royal 
Decrees, ministerial decrees, commission 
orders, etc., that are relevant to the adminis- 
trative procedure and rarely disclose minutes 
of the meetings, key decisions taken, annual 
performance reports (if they exist), etc., that 
can be useful for public scrutiny. 

(4) Allow public participation in key public 
policies or rules at the policy, rather than the 
implementing, stage. However, mere partici- 
pation can be meaningless if there is no two-
way communication. The public needs to be 
well supplied with accurate and timely 
information regarding the issue at hand in 
order to stimulate informed and objective 

discussions about that issue. The bureau- 
cracy also needs to collect and make public 
(on the Internet) of public concerns as well 
as respond to those concerns with convincing 
supporting data.  
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Summary of the 2006 TDRI Year-end Conference on 

“Toward a Decade after the Economic Crisis: 
Lessons and Reforms”∗ 

Kwanjai Lekagul∗∗ 
 
 

“...After the economic crisis, His Majesty the King’s Speech on the Philosophy of Sufficiency Economy 
was something which reminded and taught us that excessive behavior, immoderate attitude, 

unreasonableness, and the 
absence of integrity as well as 
honesty that were prevalent in 
Thai society before the economic 
crisis did bring about the disaster. 
So, if we still do not improve 
ourselves or build up our 
immunity to prevent all risks and 
volatility from either internal 
factors or the impact from 
globalization, the economic crisis 
might occur again and again...” 

H.E. Mr. Anand Panyarachun  
2006 Year-end Conference, 

opening remarks 
 

                                                           
∗  This article, except for the opening remarks quotation, was summarized and translated from TDRI Report No. 44, 

March 2007 (Special Issue) on the Summary of Group Discussions from the 2006 Year-end Conference: “Toward a 
Decade after the Economic Crisis: Lessons and Reforms.” 

∗∗  Ms. Kwanjai is Assistant to the President, TDRI. 

For more than 20 years, the Thailand Development 
Research Institute (TDRI) has been organizing an 
annual year-end conference. The topic for each  
year reflects a theme that is considered to be relevant 
to the country’s development at that time. There  
are three main purposes of the year-end conference:  
(1) to present research findings related to the  
theme of the conference; (2) to serve as a forum  
for intensive discussions and brain-storming among 
the participants who come from diverse backgrounds, 
including the public sector, the private sector, 
academia and the people sector; and (3) for the 
participants to formulate recommendations on appro- 
priate strategies and policies related to the issues 
under discussion. 

As the year 2007 would mark the tenth anniver- 
sary of the onset of the 1997 economic crisis, the timing 
was therefore appropriate for looking back at what had 
been learned from the crisis, what reforms had been 
carried out to improve the economic resilience of the 
country, and what additional reforms were still needed. 
TDRI, in cooperation with the Chai Pattana Foundation, 
the Bank of Thailand, the Office of the National 
Economic and Social Development Board, the National 
Economic and Social Advisory Council, and the 
Community Organizations Development Institute, chose 
as the theme of the conference “Toward a Decade after 
the Economic Crisis: Lessons and Reforms.” It was held 
at the Ambassador City, Jomtien, Chon Buri on 
December 9 and 10, 2006. 
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FORMAT AND THEMES OF THE CONFERENCE 
 
The Annual Year-end Conference for 2006 con- 

sisted of four parts. In the morning session of Saturday 
December 9, the Conference was inaugurated with 
opening remarks by H.E. Mr. Anand Panyarachun, 
TDRI Chairman of the Council of Trustees and Board of 
Directors, and former Prime Minister of Thailand. This 
was followed by a panel discussion on the previously 
mentioned theme topic and a presentation by represen- 
tatives of the research team summarizing the various 
research papers distributed as background papers at the 
conference. 

In the afternoon session of December 9, the 
Conference participants were split into four group 
sessions. In the plenary session on the morning of 
Sunday, December 10, representatives of each of the 
groups reported on their main findings and recommen- 
dations. 

The Group sessions were divided up as follows: 
 

1. Reforms in Macroeconomic Management 
 
This topic focused on the changes in macro- 

economic management brought about by the crisis, 
particularly the switch to a managed-float exchange-rate 
regime together with an inflation-targeting monetary 
policy framework. Possible risks from fiscal and quasi-
fiscal policies were also considered. In addition, devel- 
opments in regional cooperation aimed at reducing the 
risk of a future crisis and reforms in the international 
financial architecture were covered. 

 
2. Reforms of the Financial Sector and Corporate 

Governance  
 
A weak financial sector and poor corporate 

governance were factors that had been identified as 
important causes or factors contributing to the financial 
crisis. Since the crisis, together with cleaning up the 

resulting financial mess, many reforms had been carried 
out to try to strengthen the financial sector and improve 
corporate governance. This topic covered the various 
reforms in order to assess their effectiveness and also 
suggest directions for future additional reforms. 

 
3. Political Governance and Economic Policy 

 
Politics influence economic policy directly. Poor 

political governance often leads to misguided policies 
and may increase the risks to economic stability. This 
topic covered issues stemming from poor political 
governance, such as conflicts of interest and the linkages 
between political monopoly and economic monopoly. 
Political reforms relevant to economic policy formu- 
lation were also covered. 

 
4. Strengthening Local Communities and Safety 

Nets 
 
Since the crisis, much had been done to 

strengthen local organizations and local communities so 
that they would have greater protection and become 
more resilient to possible crises in the future. The 
measures included spreading knowledge about His 
Majesty the King’s “Philosophy of Sufficiency 
Economy” in order to encourage prudent behavior at all 
levels of society and to increase the society’s resilience 
to shocks and crises. These topics were considered by 
this group. In addition, development of a formal social 
security system to provide additional safety nets for the 
people was also covered. 

 
 

PARTICIPANTS 
 
The Conference attracted approximately 650 

participants from the public sector, the private sector, 
academia, non-governmental organizations, representa- 
tives from local communities, and the media. 
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REPORT OF THE GROUP DISCUSSIONS 
 
The results of the group discussions were 

presented at the plenary session, which was chaired by 
Dr. Juree Vichit-Vadakan, Associate Professor, School 
of Public Administration, National Institute of Develop- 
ment Administration (NIDA), and a member of the 
TDRI Council of Trustees. The results of the group 
discussions were as shown below. 

 

GROUP 1:  
Reforms in Macroeconomic Management 

 
Background 

 
The 1997 economic crisis inevitably brought 

about significant changes in Thailand’s macroeconomic 
management. In order to recover economic stability, two 
major alterations were executed. First was the switch 
from a fixed exchange-rate system, which had been used 
for 50 years, to a managed-float exchange-rate regime. 
Second was the launch of an inflation-targeting 
monetary policy framework, which maintained the core 
inflation rate at 0-3.5 percent per year. These two 
systems have been employed to the present day. 

Apart from these changes, there have been 
several changes in fiscal stance and fiscal practice in the 
country since the 1997 crisis. Some of these changes are 
conventional, for example the use of large fiscal deficits 
for many years to restore and stimulate the general 
economy. Some changes are however more fundamental 
and not customary. Those changes, for instance, the 
extensive use of quasi-fiscal policies which required 
state banks and special financial institutions to make 
special loans to selected groups according to the 
government’s policies, more use of extrabudgetary 
money via various funds, the doubling of the “central 
budget” portion in overall government expenditure 
(most of which was used to finance political objectives), 
the introduction of the “CEO governors” budget, the use 
of information and communications technology in fiscal 
administration and disbursements. Most of these changes 
in fiscal practice were made during the five years of 

administration by the Thai Rak Thai Party. Moreover, 
these fiscal practices had some implications with regard 
to transparency and fiscal sustainability. For example, 
the government made substantive borrowings in order to 
finance the village revolving-fund policy without prior 
approval from the legislature; the use of quasi-fiscal 
policy also lacked sufficient of, public disclosure and 
there were no explicit plans on how to bear the extra cost 
or possible damage resulting from, such policies. In sum, 
excessive use of quasi-fiscal policy would increase the 
risk to the country’s economy. 

On the regional front, the 1997 crisis had raised 
awareness among East Asian countries about the need to 
cooperate more with each other in financial areas in 
order to strengthen the financial stability of the region. 
Therefore, various forms of regional collaboration to 
reduce the risk of a future crisis were initiated, such as 
ASEAN+3, the Chiang Mai Initiative, and the Asian 
Bond Market. Likewise on the global front, reform of 
the international financial architecture was considered to 
be one of the most important items on the global agenda 
and there were efforts among members of the global 
community to put this into action. Nevertheless, no 
tangible reform has yet been perceived.  

 
Group discussion 

 
The discussions focused on four topics as follows. 
 

1. Lessons learned from the risks that led to the 1997 
crisis 

 
It was found that economic globalization, 

especially highly volatile financial globalization, can 
bring about tremendous risks for the country’s economy. 
Hence, the group concluded that the country might face 
another severe crisis if policy makers (1) employ an 
irrelevant macroeconomic policy framework, (2) lack a 
comprehensive and correct database, such as an early 
warning system, (3) act imprudently with regard to 
project appraisal for all mega projects that would affect 
the whole economy, (4) are immoderate and unreason- 
able, and (5) lack integrity and honesty.  

 
2. Solutions to the crisis and ways to reduce the risk 

of a future crisis 
 
As mentioned previously, in order to attain eco- 

nomic recovery, two major changes in macroeconomic 
management were made and regional financial coop- 
eration, such as the Chiang Mai Initiative, was also 
introduced.  

Despite such progress, in order to reduce the risk 
of a future crisis, the government needs to promote the 
establishment of long-term funds and develop an 
economic database in order to support the establishment 
of an early warning system. Moreover, the Philosophy  
of Sufficiency Economy should be adopted as a tool 
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aimed at helping to reduce risks in the lives of the 
people. 

 
3. Current problems and potential risks 

 
It was concluded that risks and volatility in 

international financial and capital markets are not fewer 
than before 1997. In fact, they are even greater. 
Specifically, although an inflation-targeting monetary 
policy framework had reduced some risk of a future 
crisis, it could not control all volatility, especially the 
highly volatile currency market, which accordingly 
would affect the competitiveness of the real sector. 

For potential risks, it was found that some fiscal 
risks have occurred owing to the quasi-fiscal policy and 
the lack of an economic database during the adminis- 
tration of the Government by the Thai Rak Thai Party. 
The study pointed out that, during the fiscal years 
between 2003 and 2006, the use of extrabudgetary funds 
was greater than that of budgetary funds (nearly double 
in fiscal year 2003). Moreover, the investment budget 
under the extrabudgetary funds was much greater than 
that under other financial sources, including budgetary 
funds and the budget of State-owned enterprises.  

For mega projects, it was concluded that a system 
for project appraisal has not yet been developed. 
Furthermore, there are loopholes that contribute to 
higher risks in the economy as a whole. 

Lastly but significantly, it is noteworthy to 
remark that all behaviors which contradict the Philos- 
ophy of Sufficiency Economy, such as excessive, 
immoderate, and unreasonable behaviors, as well as the 
lack of integrity and honesty, have been prevalent during 
the past several years. 

 
4. Recommendations 

 
As the current government will last for only a 

short period, it might not be possible to set up an 
intermediate-term goal. However, the government can 
still pave a stepping stone for the future sustainable 
development of the country. For example, the 
government should enact some laws that would prevent 
the abuse of power of future governments. Recommen- 
dations were divided into five topics as follows: 

a) International area 

- Thailand should be one of the leading 
countries for promoting further financial 
cooperation in the region. 

- Thailand should support the establishment 
of a regional financial institution, the de- 
velopment of a regional bond market, and 
the extension of Asian Development Bank 
so that it could facilitate the provision of 
long-term funds to private businesses in 
the region. 

b) Financial area 

- The government should draft a law to sup- 
port the existing macroeconomic policies, 
such as laws for the Bank of Thailand. 

- The Bank of Thailand should develop 
more effective and flexible management 
in dealing with the volatility of exchange 
rates. 

c) Fiscal area 

- The government should set up a fiscal 
early warning system in order to forecast 
the potential risks that stem from future 
fiscal and quasi-fiscal policies. 

- The government should establish a com- 
prehensive and transparent database of 
fiscal information in order to support the 
previously mentioned fiscal early warning 
system. This would include a breakdown 
of each fiscal liability. 

- The government should enact a law that 
promotes transparency in all fiscal acti- 
vities. 

- All stakeholders should be encouraged to 
monitor the fiscal policymaking process. 

d) Mega project 

- The government should develop a system 
of checks and balances in project appraisal 
for all mega projects, as there are many 
loopholes in the current process. This 
issue should be the main item on the agen- 
da of the current government; otherwise 
the country would loose a large amount of 
money to corruption and inevitably put the 
country at greater risk. 

- There should be a main goal for all invest- 
ment (e.g., effectiveness, cost reduction) 
in order to get the big picture of the 
investment, that is, to see how each 
project is related to others. 

- The government should be concerned 
about financial risk. It might look at the 
possibility of raising long-term funds in 
the region, in the same direction as the 
development of regional long-term bonds. 

e) International competition 
- The government should be prudent; it 

could sequence as well as prioritize the 
free trade agreements into which the 
government should enter. 

- The government should establish a more 
comprehensive early warning system for 
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international competition. For instance, 
information from the public and private 
sectors should be combined. Moreover, a 
knowledge base needs to be developed, as 
it is a key factor for driving the economy, 
according to the Master Plan on the 
Fundamental Knowledge Base of the 
current government. It was, nevertheless, 
remarked that this knowledge base should 
be created soon.  

 

GROUP 2:  
Reforms of the Financial Sector and Corporate  
Governance  

 
Background 

 
A weak financial sector and poor corporate 

governance, because of “crony capitalism,” were factors 
identified as important causes of, or factors contributing 
to, the 1997 crisis. Therefore, since the crisis many 
reforms had been attempted to strengthen the financial 
sector and improve corporate governance, for example, 
the supervision of financial institutions and the capital 
market by the Bank of Thailand, and the restructuring of 
financial institutions and other businesses, such as the 
change in the business model used by commercial banks.  

 
Group discussion 

 
The major lesson to be drawn from this 

discussion is that economic management without a 
system of checks and balances will lead first to a non-
transparent system and finally to corruption. Therefore, 
after the financial crisis, all sectors, especially the 
financial institutions, had joined together in supervising 
and strengthening the financial market. For the capital 
market, there were also changes in rules and regulations. 
However, there are still some loopholes that could be 
exploited for personal gain, such as share price mani- 
pulation, and the use of nominees in the stock market. 

The discussion was divided into four topics as 
follows. 

 
1. The role of the Bank of Thailand 

 
The Bank of Thailand has developed a system for 

supervising financial institutions in order to reduce 
possible risks in the future, for example, by establishing 
important standards on reserve requirements for 
financial institutions. Specifically, the Bank of Thailand 
has prepared financial institutions before launching the 
application of the Basel II Framework and the IAS 39, 
which is international accounting standard No. 39 on 
reserve requirements. IAS 39 requires finance, securi- 
ties, and credit foncier businesses to maintain their 
reserves at 100 percent of the difference between total 

liabilities and the cash flow expected from the debtor or 
the gain from selling securities. These measures are 
aimed at strengthening financial institutions and en- 
couraging them to manage their assets in order to reflect 
real market prices.  

Furthermore, the Bank of Thailand has collected 
basic financial information in order to analyze and set up 
the previously mentioned early warning system. It also 
supports financial institutions so that they would be 
sufficiently protected from risks, especially by encour- 
aging them to be more stringent about risk management. 
Also, it encourages them to practice good corporate 
governance in their organization, both in terms of the 
structure and accountability of the board of directors and 
executives. 

 
2. The restructuring of financial institutions 

 
Apart from the restructuring of financial institu- 

tions according to the rules and regulations of the Bank 
of Thailand (e.g., the classification of reserves for bad 
debts, requirements on liquidity assets and the level of 
funds), financial institutions have also been forced to 
adapt and develop in nearly every dimension of their 
operations. In terms of business structure, the financial 
institutions currently are focusing on financial services. 
This will increase non-interest income and reduce risks 
from depending on interest income. In terms of risk 
control, the focus is mainly on credit risk management, 
risk control in marketing, and operational management. 
With regard to customers who are very important to 
entrepreneurs, the financial institutions had adopted a 
customer-centered approach. They tried to sell various 
kinds of financial services to serve the various needs of 
each customer. This method requires a good relationship 
between the financial institutions and their customers. 
The financial institutions which took this approach 
would enjoy more advantages than the ones that would 
focus only on financial services.  

 
3. Government intervention 

 
The government has played an increasing role 

(no matter how intentionally or unintentionally) in the 
Thai financial sector since the 1997 crisis by turning the 
56 finance and securities companies that collapsed into 
State-owned enterprises called Specialized Financial 
Institutions (SFIs). The provision of this aid, however, 
made the government incur a loss of 1.4 trillion baht. 
Moreover, as State-owned enterprises, SFIs might be 
exploited by the authorities or politicians. 

Apart from that, the government stimulated the 
demand for investment by borrowing from the SFIs for 
the execution of the administration’s populist policies. 
Although some populist policies showed goodwill 
toward the underprivileged, they did not generate 
tangible results. Moreover, supervision of the SFIs still 
faced some problems.  
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4. The development of the capital market 
 
Because the Bank of Thailand had been stringent 

in the application of its rules and regulations, most 
financial institutions were very careful about approving 
loans. Hence, after the economic recovery, the capital 
market (especially the stock market) became an alter- 
native for companies to raise funds. However, the 
increase in market capitalization has come about largely 
through new listings. Therefore, making market capital- 
ization more sustainable requires improvements in the 
quality of the market, expansion of the investor base, 
both retail and institutional, and dissemination of useful 
information to investors. 

The Securities and Exchange Commission (SEC), 
the supervisory agency for the stock market, had also 
developed its working system with regard to supervising 
the listings. In doing so, the SEC tried to lessen the 
inequality in information disclosure by forcing the 
listings to disclose their in-depth information to share- 
holders, such as information on their management 
policies and financial reports. Nonetheless, the SEC is 
without authority to pursue legal cases against those that 
have been found to have violated the law, such as in 
cases of share price manipulation. 

 

GROUP 3:  
Political Governance and Economic Policy 

 
Background 

 
The link between politics and business is hardly 

separable since politics directly influence economy 
policy. Hence, poor political governance, which occurs 
when there are conflicts of interest and linkages between 
the political monopoly and economic monopoly, often 
leads to misguided policies and might increase the risk 
of economic instability or even precipitate an economic 
or political crisis. 

 
Group discussion 

 
The evidence shows that there are conflicts of 

interest among politicians, concession businesses, and 
supervisory organizations. Specifically, concession busi- 
nesses often seek to influence policy outcomes related to 
them in both direct and indirect ways, such as providing 
political contributions, having representatives in the 
Cabinet and on the Trade Competition Commission. 
Such a cycle of corruption could be called the “Iron 
Triangle of Money Politics.” This type of cycle raises 
questions about whether consumer rights will be 
protected if a committee on the Trade Competition 
Commission has a clear conflict of interest, for example. 

In order to break this iron triangle, the group 
recommended the following recommendations: 

 

1. For the public sector 
 
1.1 Punishment measures 

The current government should show 
serious intention in punishing corrupt officers and also 
strengthen the punishment system. For example, 
reviewing laws with a view to increasing the penalties 
for corrupt politicians and officers, and promoting the 
“rule of law” or, in other words, not allowing any person 
to be above the law. 

 
1.2 Prevention measures 

The government should enact a law to 
circumvent the “conflicts of interest,” such as requiring 
information disclosure and imposing penalties for failure 
to do so. Apart from that, the government should 
promote transparency in government agencies, such as 
enacting an information disclosure act, and promoting 
freedom of the press. Lastly, the government should 
enact some laws to require the economic supervisory 
agency to be politically free and to be responsible for its 
actions affecting the public, such as passing a law 
requiring that officers be dismissed if they abuse their 
power. 

 
2. For the people sector 

 
The people sector should set up a network to 

monitor the relationship between all actors involved in 
the cycle of money politics and another network to 
campaign for opposing monopolies and corruption. On 
the juridical side, the people sector should try to use the 
juridical process to solve problems and urge the 
government to provide easier ways for people to pursue 
legal action, such as requesting the enaction of a class-
action law.  

 
3. For academia 

 
Academia should monitor and conduct research 

on new methods of corruption that have evolved as a 
consequence of money politics. Moreover, academia 
should recommend ways of recovering financial losses 
incurred as a result of past monopolistic practices and 
corruption. 

In sum, corruption will continue to prevail since 
the law still empowers officers with decision-making 
powers. However, this problem could be lessened by 
setting up a mechanism to make the officers 
accountable. Furthermore, corruption can be prevented if 
monopolies are deterred from influencing policy and a 
network set up that would encourage the people’s 
participation in investigating corruption. The Iron 
Triangle of Money Politics can be destroyed if the 
government and the people sector have knowledge and 
information, and work together to solve this problem. 
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GROUP 4:  
Strengthening Local Communities and Safety Nets 

 
Background 

 
After the crisis in 1997, millions of people were 

laid off and had to bear heavy economic burdens. At that 
time no social protection system was in place, so not 
much could be done to help those adversely affected. 
Moreover, financial assistance, both from domestic and 
international sources, could not be allocated fast enough 
to help the affected people right away. With regard to 
local organizations and the local community front, these 
groups were still not strong enough to take care of the 
problem by themselves. 

However, at present the social protection system 
has been developed in many areas, especially in 
strengthening local organizations and local communities 
as well as encouraging that the Philosophy of Suffi- 
ciency Economy be put into practice. People have more 
protection than in the past and have become more 
resilient to possible crises in the future. For the 
development of the formal social security system, much 
has been done to provide additional safety nets for the 
people, such as unemployment insurance and universal 
healthcare coverage. Nevertheless, despites all the 
progress, there is still some room for improvement. 

 
Group Discussion 

 
This group discussion was very interactive in 

terms of the different background of the participants, 
ranging from a Minister to local leaders as well as 
villagers.  

Seven topics were discussed and the following 
conclusions reached: 

1. Lessons from the local community and the  
challenges it faces 

 
It was found that the community has been 

increasingly recognized by other sectors in society 
owing to the establishment of local organizations, the 
development network, both in terms of area and topic, 
and the horizontal working process. Moreover, the 
process of community planning and using local know-
how has helped people in the community know 
themselves better which can help them to set common 
goals for the development of their communities. Apart 
from that, there is also community welfare based on 
community funds, community finance saving groups, 
and so on. It was found that some community finance 
saving groups were able to solve debt problems in their 
communities. 

Concerning the housing problem facing the urban 
poor, the community has jointly worked with the local 
government and universities to upgrade and secure 
tenure for the urban poor. On the management of natural 

resources, there are many community networks involved 
in natural resource preservation and management, such 
as the community forest network and the community 
land reform network. Sustainable agriculture is also 
promoted. In addition, the community is encouraged to 
self-manage and emphasize harmony politics. 

On the challenge side, the local community still 
has to face 1) existing severe debt problems, 2) the 
values associated with over-consumption promoted by 
the mass media, 3) problems in the education system, 
and 4) the community still lacks supporting legislation to 
legitimize its status despite increasing recognition. 

 
2. Local Administration Organizations 

 
The status of the Local Administration Organiza- 

tions is currently between that of a political organization, 
a quasi-government agency, and a civil society organiza- 
tion. In terms of the role of such organizations, they 
have changed their focus from constructing infra- 
structure to improving the standard of living of the 
people. In terms of authority, the central government has 
decentralized power to Local Administration Organi- 
zations, but this change has not had much affect on the 
community. 

 
3. The practice of the Philosophy of Sufficiency 

Economy   
 
To approach the practice of the Philosophy of 

Sufficiency Economy, this group focused on the Study 
of the Database of the Community Using the Sufficiency 
Economy Philosophy for the Appropriate Conduct of 
Life, which was carried out by Dr. Pipat Yodprudtikan, 
Director, Thaipat Institute, Foundation of the Thailand 
Rural Reconstruction Movement. This study involved a 
database review aimed at revealing information on the 
communities that used the Philosophy of Sufficiency 
Economy for the appropriate conduct of life and their 
profile of living in the midst of drastic changes within a 
culture of consumerism, social and environment deterio- 
ration, as well as on poverty issues. The database 
comprises data from 13 secondary sources, which have 
collected information on activities relating to the 
Philosophy of Sufficiency Economy. The data cate- 
gorization of the database is based on three sufficiency-
entailing components: moderation, reasonableness, and 
self-immunity, with two underlying conditions, knowl- 
edge and ethics. Those three categories are the 
Philosophy of Sufficiency Economy-inclining (78%), 
the Philosophy of Sufficiency Economy-including 
(20.1%), and the Philosophy of Sufficiency Economy-
insight (1.9%). Moreover, it was found that the major 
problems in using the Philosophy of Sufficiency 
Economy for the appropriate conduct of life are debt, 
education, and problems relating to an individualistic 
society. Details of the data on the community may be 
accessed from the website <www.sedb.org>. 
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4. The Philosophy of Sufficiency Economy versus the 
Village and Community Fund Program (VCF) and 
household savings 

 
VCF seemed in principle to be compatible with 

the Philosophy of Sufficiency Economy. Nonetheless, 
the administration of VCF, which progressed too quick- 
ly, spent too heavily, emphasized knowledge accumu- 
lation minimally, and performed program monitoring, 
brought about negative reversal effects with regard to 
program performance and sustainability. Therefore, 
policy adjustments for VCF, under the aegis of the 
Philosophy of Sufficiency Economy, should emphasize 
three aspects: 1) achieving balance between risk and the 
competence of the community, 2) reducing debt burdens, 
and 3) promoting an accumulation of funds in the 
community as a reserve for development. 

With regard to household savings, the community 
saving group has created various types of savings. 
However, each saving group is encouraged to apply 
good governance practices in its activity, such as 
information disclosure, no matter what type of savings is 
involved. 

 
5. Universal healthcare coverage 

 
Universal healthcare coverage has been carried 

out very successfully. If the Local Administration 
Organizations would like to include healthcare coverage 
as part of their responsibility, they must improve its 
earning-competence and the central government must 
supervise the quality of each health-service provider.  

 
6. Future of the local community 

 
6.1 Principle 

6.1.1 Employ the Philosophy of Sufficien- 
cy Economy as the backbone of development 

6.1.2 Focus on the geographical area and 
let the community be the main actor in coordinating with 
other sectors 

6.2 Method 

6.2.1 Community plan – This is a develop- 
ment plan which can apply at all levels in society, 
including the family, community, sub-district, district, 
and province. It will help to set common goals and 
integrate with the plans of other sectors.  

6.2.2 Community finance saving group/vil- 
lage fund – This method will encourage people to 
maintain household accounts and savings. The fund will 
be a capital resource of the community and could help to 
solve debt problems.  

6.2.3 Community network on housing – 
The community, as a main actor, along with other 
network organizations would comprise a key factor in 
successfully tackling the housing problem. 

6.2.4 Local community council – The coun- 
cil at the local community level will be a good mecha- 
nism to encourage people to work together. 

6.2.5 Encourage the development of local 
databases and mutual learning processes within the 
community and between the community and other 
sectors.  

 
7. Recommendations 

 
7.1 Revise as appropriate those laws and 

regulations that facilitate the practice of the Philosophy 
of Sufficiency Economy in order to promote self-
management in the local community, such as laws and 
regulations on funds, urban planning, and land tenure. 

7.2 Balance the role of Local Adminis- 
tration Organizations between political, governmental, 
and civil society organizations; encourage them to focus 
mainly on local development and to remain free from 
national political mandates; and promote staff devel- 
opment, both in terms of attitude and competence. 

7.3 Foster concern about the diversity of 
lifestyles and culture in different local communities and 
encourage each community to develop in its own way. 

7.4 Encourage educational institutions in 
the region to participate in strengthening the local 
community by revising their education system in line 
with the local community, and support volunteer stu- 
dents to work with the local community and build up the 
young generation so that it could join in the development 
activities of the local community. 

7.5 Divide the role and responsibility be- 
tween the central government and Local Administration 
Organizations in providing healthcare services by consi- 
dering their efficiency. 

7.6 Support the allocation of financial bud- 
gets for the local community to self-manage their own 
problems and needs, because they know what is best for 
themselves. 

7.7 Disseminate lessons and knowledge to 
other communities and Local Administration Organiza- 
tions. 

7.8 Promote the values associated with the 
Philosophy of Sufficiency Economy; foster integrity and 
oppose dishonesty and corruption. In this regard, a social 
investigation mechanism should also be set up. 

7.9 Encourage community welfare and 
apply ethical principles in activities in order to create 
harmony in society. 

7.10 Revise the policy to facilitate the 
strengthening of the local community, such as the use of 
the village fund to carry out community welfare 
activities. 

7.11 Support the enactment into law of  
“The Local Community Council Act.” 

7.12 Revise the law and constitution by 
adding issues on the rights of the community and its 
self-management.  
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