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Corruption in the Thai Public Sector: Case Study and
Anti-Corruption Strategy from an Economic Perspective

Nipon Poapongsakorn
Deunden Nikomborirak, and
Suwanna Tulyawasinphong

This study examines two broad categories of corruption, namely, corruption to obtain
government benefits, such as procurement, quota allocation and subsidies, and corruption to avoid
costs arising from compiiance to potentially costly government rules and regulations, such as those
related to tax, customs, environment and safety. Special attention is paid to the issue of
procurement, as corruption in this area normally invoives large sums of money and a complicated
network of politicians, bureaucrats and private parties.

The objectives of the study are to analyse the corrupt behavior in the government
procurement and to propose a draft action plan to combat corruption from an econcmic perspective.
The analysis will be based not only on the findings of our research, but also the results of three
surveys on the perception of corruption among Thai households, civil servants and businesspersons
conducted by Dr. Pasuk Phongpaichit, Dr. Supachai Yaowaprapas, hoth at Chulalongkorn
University, and Dr. Sauwanee Thairungroj, the University of the Thai Chamber of Commerce,
respectively. Opinions and comments solicited from two seminars on anti-corruption strategy
organized by the Office of the Civil Service Commission on 25 August and 5 October 2000 are also
incorporated into this study.

The government procurement market is characterized by a high degree of barriers to entry,
enabling the corrupt officials and the crooked businessmen to appropriate large amounts of
economic rent. Many artificial barriers can be created to limit the number of potential bidders,
ranging from locking the specification of the products to be procured and the qualification of the
contractors that can bid, to outright dirty tactics such as physically hauling away competitors that
happened tc show up. Even when not all competitors are excluded, the qualified bidders often
collude.

It is important to recognize that bribes takes place not only during the bidding process, but
occur at every stage in the procurement process, even from the very beginning Often, politicians
and businessmen, with the coaperation of civil servants, initiate pork-barrel projects at the stage of
departmental budget preparation.

The average size of the bribe is about 5-10 percent of the value of the purchase, while that
for hiring services such as construction, is approximately 10-20 percent. But more recently, the
figures have increased to 25-40 percent in some projects. The demand for larger bribes stems partly
from the decline in government expenditure because of the crisis, and partly from the
decentralisation of the government budget. Procurement at the local government levels are
particularly prone to corruption since proper systems of check and balance and project management
have not yet been installed.

Corruption in government procurements normally involves a network consisting of a
politician who supervises the department, high-ranking bureaucrats in the department, as well as
lower-ranking officials in charge of the project. The network normally includes also key government
officers in other government agencies that are involved with the approval of the project, particularly
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those in the budget bureau. The departmental head is the key player, however. If he fails to deliver
the project, he is likely to be transferred o an in active post by the politician in charge. The network
helps facilitate the corruption process. Through the network, it is possible to inflate the budget
allocated for the project. When a new minister is appointed, he or she can easily change the nature
of the project with the help of his/her network to ensure that the project will benefit his/her cronies.

Most importantly, those involved in corruption practices, particularly the politicians, have
built up a strong protective system for the members of their groups. They normally carry out the
procurements strictly according to specified rules and regulations, leaving no evidence to implicate
the strongman of the network.

The new constitution, which mandates the establishment of many independent watch-dog
organizations to combat corruption, represents a major step towards a less corrupt society.
However, there are still some weaknesses in the laws and the enforcement and the available
financial and human resources in some independent agencies are grossly insufficient, in particular in
the case of the National Counter Corruption Committee. Also, the corruption racket is quick to adapt
to the new environment. There have already been attempts by some politicians to place their men
in those offices.

The ineffectiveness of government anti-corruption schemes and institutions is obvious from
past records. The disclosure of major cases of corruption in the government procurements has
been made only by accident. The drug scandal was exposed because the procurements were not
controlled by a centralized agency and the politicians went beyond their network in an attempt to
appropriate the public money. Besides, it was the network of local medical doctors that initially
unearthed and pursued the case. Similarly, the scanda!l surrounding the construction of the sports
complex was exposed because of certain internal disputes. For each of the case of corruption that
became public, there are hundreds more that went unheeded.

The economic implications for the anti-corruption strategy are that there should be policy
measures to eliminate corruption-prone programs. An effective screening of useless projects can
save all the trouble of combating corruption practices that will follow. It is also important to impose
higher expected costs of committing corruption to improve the system of law enforcement. Severe
penalties imposed not only on public officials, but also private parties involved in corruption will be
an effective deterrent. Last but not least, a decentralisation of anti-corruption efforts to include civil
society groups will prove more effective than what has been the case in the past.
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