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Building Corruption Deterring Mechanism in
The Ministry of Public Health: A Case Study of the
Financial Reform of the Health Care Welfare Program for
the Poor and Disadvantaged

Anchana NaRanong
Viroj NaRanong

ABSTRACT

In mid-1998, the Ministry of Public Health (MoPH) was clouted with the medicine
procurement scandal that involved its provincial offices and hospitals in 34 provinces (out of 76) in
Thailand. To date, dozens of committees have been investigating this case.

Unlike most corruption scandals in Thailand that are usually brought into the public’s
attention by outside whistleblowers or the press, the medicine procurement scandal was brought up
by a number of MoPH officials who were forced by politicians or supervisors to order or accept
medicines and medical supplies bought from certain companies on their behalves at unusually high
prices. These officials—mostly doctors in district hospitals---got together and used their semi-formal
network to spread the news to the press.

This scandal involved budget from the “Health Care Welfare Program for the Poor and
Disadvantaged,”--the biggest general fund in the MoPH. Earlier in the 1998 fiscal year, the
Parliament approved 8.5 billion Baht for the program. The budget was then cut twice to 7.0 billion
Baht. In mid-1998, the Thai government successfully persuaded the IMF to relax its fiscal
requirement. As a result, the government was in a position to “return” 1.4 billion Baht to the
program. However, the Minister of Public Health then proposed to the Cabinet to channel this
supplemental budget to provincial and district hospitals to repay their pharmaceutical debts or to
procure medicines and medical supplies. This eventually led to a historically large-scale corruption
and the biggest protest within the MoPH.

This paper argues that the emerging scandal resulted from success of a reform in the
“Health Care Welfare Program for the Pocr and Disadvantaged” took place in early 1998. Because
of its substantial size, this program fund used fo be a major target of corruption. The reform,
therefore, aimed not only at improving efficiency and equity of resource allocation, but also at
building a corruption deterring system. The major element of this reform was the 1998 Ministry of
Finance's Regulation on Funding of the Health Care Welfare Program for the Poor and
Disadvantaged. The Regulation requires that more than 97 percent of the fund distributed to each
province based on the number of eligible population (i.e., “capitation”). Another mandate is that the
MoPH sets up a board consisting not only high-ranking administrators but also representatives from
the eligible groups, media, and MoPH's provincial and district officials. This board is responsible to
set up rules and regulations for budget allocation and to devise a payment scheme for inter-
provincial referrals. In addition, the 1998 Ministry of Finance’s Regulation requires that each
province sets up a provincial board to oversee budget allocation and set up guidelines for health
care services for this program within the province. Because of the Ministry of Finance's Regulation
and mandates, both politicians and MoPH high-ranked administrators have to follow rules and have
little discretion in allocating the budget for this program. Although not proven, a lot of circumstantial
evidence indicates that those who involved in this scandal had to divert the 1.4 billion Baht budget to
another channel. However, that alternative too was proven to be risky as it involved hundreds of
grass-root officials throughout the country, many of whom refused to comply with the politicians’ or
their supervisors' orders and decided to tlow the whistles and made this the biggest scandal in the
MoPH's history.
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