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Corruption in Infrastructure Projects in Thailand:

Lesson learned and outlook for the next decade.

Iy wieAndy Teayns lawnAnenIsuIsns

Corruption is a common phenomenon in Thai society, so common that most
people feel that it is “The way things are”. Though, the current Yingluck Government
has publicly denounced corruption and vowed to fight it in every form. However, the effort
seems to be futile without sincere actions from the people in charge. On the contrary,
according to the independent Coalition Against Corruption (CAC) found that corruption
in Thailand has risen sharply over the past two years during 2011-2012 to an “urgent” level.
CAC has conducted survey of 1,066 executives in Thailand and discovered that about 75 percent
of respondents saying corruption has increased rapidly and 93 percent putting
corruption at a “high” or “very high” level. This result tended to agree with a figure from
Transparency International. Out of 176 countries, Thailand ranked 88th in the latest 2012
Corruption Perceptions Index. This put us on par with Zambia, Swaziland and Malawi. | believe
this shows the current effort by the government has failed to deter corruption.

The most prominent definitions of corruption in Thailand is the abuse of
public power or position for personal benefit. In fact, corruption can be found wherever
state-related transactions take place. Charas Suwanmala, Professor from Faculty of
Political Science, Chulalongkorn University has classified the typical areas of corruption
in Thailand into 7 areas including:

1. Public policy process: so-called “policy corruption”

2. Revenue administration: including corruption in taxation, fines, fees and
charges, public loans, financing investment projects, asset management, etc.

3. Expenditure administration: ranging from budget planning and allocation,
procurement, concession, market intervention, disbursements, to public-private partnership
management.

4. Personnel management: the notion of “position buying” ranging from
recruitment and promotion, to transfer and rotation.

5. Political transactions: including asset declaration, election vote buying,
parliamentary vote buying, party buying, and buying of members of parliament.

6. The justice process: from corruption among police in law enforcement

and judicial corruption, to bribery in jails.
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7. Public service delivery: including healthcare, education, land registration,
natural resource management, pollution control, energy management, food and drug
safety, environmental protection, and consumer protection, among others. Different
types of corruption can be found in these areas, such as corruption in giving
certifications, licenses, and permits; corruption in natural resource concessions and
privatization; corruption in pricing and regulating public utilities, energy, etc.

Among these corruption cases the public service delivery involving
procurement of infrastructure is among the largest corruption source. Every year on average,
our national spending on infrastructure has been about 10%-15% of the annual budget,
which was equal to about 250 billion Baht in 2012. This makes corruption in infrastructure
sector very attractive. Many studies and polls indicate that the average bribe in large
scale infrastructure project is about 15%-20% which put the total figure for average
bribery money about 50 billion baht per year. That number is quite a shocking reality.
It may seem hard to understand how such large-scale corruption is possible, however in

practice, there are several possible methods which can be described as follows

® Taijlor specifications to favor particular suppliers: The official can set up
a specification that only a limited number of suppliers can supply the product. Then those

suppliers can form a separate group to bid for the project at the fixed price.

® Restrict information about contracting opportunities:  The official can
limit the source of announcement for bidding or limit the amount of time for

announcement so that only the desired bidders have information about the bid.

® Claim urgency as an excuse to award a single contractor without
competition: The official can directly award a selected contractor by claiming urgency

circumstances such as natural disaster, disaster prevention and other reasons.

® Breach the confidentiality of suppliers’ offers: The official can disclose

information about other bidders to the preferred bidder to obtain unfair advantage.

® Disqualify potential suppliers through improper pre-qualifications: The official
can setup strict prequalification requirements such as certification, experience in a certain
field, and number or budget of previous budgets to exclude other suppliers.

One of a notorious example of infrastructure corruption is The Klong Daan
sewage treatment case. The case incorporated a number of corrupt practices, including
illegal land registrations, illegal bidding and construction of a waste treatment factory, and
non-performing officials. The project was started in 1995. It was expected to be the largest
sewage treatment utility in Southeast Asia, with a total budget of 23,700 million baht.
Corruption took place even before the project started up. Wattana Assawahaem, the most

influential politician in Samudprakan and deputy interior minister at the time, used



oo

inside information to buy 17 parcels of land, totaling 1900 rai, from local people in
areas where the project would be located. He paid 563 million baht for the land and
sold it to the project owner, the Department of Pollution Control, for 1900 million baht.
The local community leaders who opposed the project revealed that a number of plots
of public land were illegally registered as private property and subsequently sold for
the project. They presented the case to the National Counter Corruption Commission,
where a formal investigation started. In 2009 the Supreme Court sentenced Wattana to
ten years imprisonment, but he escaped to a neighboring country prior to the date of
the sentence. Other aspects of the case are still in the investigation process.

Many similar corruption conducts seem to be widespread in many
infrastructure projects. In a survey conducted among Thai businessmen, 63 percent said
corruption “has a very high impact on business” and 54 percent said it “raises the cost
of doing business by more than 10 percent”. This in turn hurts the country’s reputation
and competitiveness.  Although Thailand has enacted various laws to fight against
corruption such as Act on Offences Relating to the Submission of Bids to Government
Agencies 2542 but it seems that these laws are still ineffective when it comes to
practice. The players in the system seem to be able to find ways to circumvent the law
because those who in charge of safeguard the law turn a blind eye. Thai politics has
revolved around vicious circle where the government official obey the politicians for
their power in appointment, the politicians obey contractor for their money and
campaign contribution, and the contractors obey the government official for their
control of projects. | believe that as long as we accept corruption as “The way things are”
or feel that those official who corrupt a little are better that the official who do nothing,
the problem of corruption will never be solved. Thus, the fight against corruption
cannot be achieve just only enact laws and regulations or PR campaign. Our education
system, ethical conduct of business, and the social norm must be radically changed to

fight this enemy that has plagued Thai society for ages.
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