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CoST Country Study: Thailand

CoST is a public infrastructure transparency and accountability initiative. As a multi-stakeholder

initiative, CoST works with government, industry and civil society to support the routine disclosure

of public infrastructure project information into the public domain. This information is subjected to

regul ar 6spot checkso t o assess t he accuracy 0
transparency requirements and performance or progress of the project. Discrepancies are

highlighted in simple language that is easy for citizens to understand and which they can use to

demand improvements in public infrastructure procurement and delivery.

CoST Thailand was established in March 2015 when the Cabinet issued a resolution assigning

the State Enterprise Policy Office (SEPO) to pilot the programme. It has since grown from
application on only one mega project under the Airports of Thailand (AOT) to include projects

under the Comptroller General s Department (CGD)
is ongoing, facilitated by a number of separate online platforms. CoST Thailand expects to

continue scaling up the programme over the coming years.

In partnershi p with the UK Governmentdéds Forei@8Timand Con
conducting four country studies in Indonesia, Malaysia, Thailand, and Vietnam to assess the

applicability and viability of the initiative in each country. The purpose of this study is to

understand the:

1 Key characteristics of public infrastructure investment and governance in Thailand,;

1 Public infrastructure transparency policy and practice (baseline) in Thailand; and

1 Scope for improving public infrastructure transparency and accountability, specifically the
CoST value-add and potential challenges/barriers to implementation, in Thailand.

Thailand is one of the great development success stories. It achieved upper middle income status
in less than a generation; however, average growth rates have fallen from 7.5% (1986-1996) to
3.5% (2005-2015). Over the past decade, Thailand has gone through a period of political
instability which has resulted in a decline in investment from both the public and private sectors.
The country is now trapped in the middle income bracket and has yet to transition to high income
country status. In order to achieve this aspiration, the country must maintain an annual growth
rate of over 5% for the next 10 years.

The government has subsequently proposed significant investments in infrastructure, including a

number of large mega infrastructure projects, valued at 4.5 trillion THB (US$127.4 billion) (33%

of Thailanddés 2015 GDP), primarily in transportat
education. The bulk of these investments (85%) will be made through State-Owned Enterprises

(SOEs) who are widely considered to be inefficient or poorly managed. Greater transparency

could help address the underlying causes of such inefficiency and mismanagement, and

additionally help drive greater private sector investment.

The construction sector is characterised by long and complex supply chains which provide many

opportunities for collusion or corruption. In Thailand, construction companies are often intrinsically

linked with politicians. This often results in preferential treatment in assessing or awarding
contracts. The | ack of a | evel playing field wi
competitiveness, including higher prices, lower quality and loss of sector expertise over time.



According to the Worl d Bank O\MGI),Waverdnancevin ThailanGloas e r na n ¢
significantly deteriorated between 1996 and 2014. In particular, the control of corruption has

weakened. This is corroborated by Tr anspar enc(yl) Corruptienr Peraeptiorsn al 6 s
Index (CPI) which ranks Thailand in the bottom half of countries worldwide and below the world

average. Freedoms of speech, association, assembly and press are also limited in Thailand. In

spite of this, there have been various anti-corruption protests and calls to clean up politics in

Thailand in recent years. As a result, when the military Junta came into power, anti-corruption

measures were expressly included as a key part of its agenda. This presents an opportunity for

CoST and the government to align their approaches to achieve a common goal. Additionally,

CoST can help develop civil society capacity and promote media integrity.

In 2015, the military government via the National Anti-Corruption Committee, confirmed the
applicability of leading international initiatives focused on transparency and good governance,
namely CoST and the Open Government Partnership (OGP), the Extractives Industry
Transparency Initiative (EITI) and T | lintegrity Pacts (IP). Three of these initiatives (CoST, OGP,
IP) adopt a fully inclusive and participatory process between government and civil society.
However, multi-stakeholder working was deemed inappropriate for EITI given the controversial
nature of petroleum concessions and gold and potassium mining (including environmental, health
and other social concerns) in Thailand.

Nonetheless, there is an existing framework for transparency in Thailand; there are at least eight

laws focussed on transparency and access to information, and this provides a useful starting point

for CoST. Under this framework, 58% of CoST transparency requirements are currently

mandated by law, but 56 SOEs are exempt from at least two major transparency laws. This is of
significant concern giventhecrucialr ol e pl ayed by SOEs in delivering
infrastructure investment plans. CoST has an active role to play; firstly, CoST should work to

expand existing transparency requirements to meet CoST best practice and secondly, to include

additional data points pertinent to the local context such as road safety statistics. Finally, CoST

must include a concerted effort to include all SOEs responsible for major infrastructure.

Thailand has advanced information systems; in relation to infrastructure transparency, dedicated
CoST disclosure portals have already been created under AOT, SEPO and CGD. Disclosure on
a number of projects is already underway and will be scaled up over time. A unifying, single
window platform for CoST disclosure will also be developed to further improve ease of access to
information. These portals are important milestones for CoST as internet penetration in Thailand
is high, with over 42.7% of the population having access to the internet. This means that CoST
disclosure could potentially reach up to 29,078,158 people in Thailand. However, targeted efforts
should also be made to engage the wider population, including more traditional disclosure
channels such as TV, radio or print media.

Compliance with existing regulations is low. This is due in part to weak enforcement, and also to
the lack of incentives or penalties that encourage public officials to comply. At the project level,
the average compliance rate with legal requirements is 27%. Compliance with CoST
requirements is even lower at 24%. Some projects only achieve 9% compliance with legal
requirements. Even the best performing SOE only achieves 48% compliance with legal
requirements and 40% compliance with CoST requirements. The lack of capacity and poor
understanding of legal requirements including what can or cannot be disclosed are some of the
underlying reasons for this poor performance. CoST can help build up capacity to increase
compliance, and work with all relevant stakeholders to promote the establishment of new
transparency norms.



Chapter 7 outlines 12 key recommendations for CoST implementation in Thailand. These focus
on strengthening transparency requirements including uniformed application of requirements to
include SOEs, building up disclosure compliance through improved monitoring and enforcement,
as well as the introduction of incentives for good performance. Multiple disclosure channels
should also be used. Finally, CoST must work to grow civic space and enable constructive
dialogue between government, industry and civil society.
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Introduction

CoST is a public infrastructure transparency and accountability initiative. As a multi-
stakeholder initiative, CoST works with government, industry and civil society to support the
routine disclosure of public infrastructure project information into the public domain. This
information is subjected t o the acgumatyaof infarnsapoo
disclosed, compliance with transparency requirements and performance or progress of the
project. Discrepancies are highlighted in simple language that is easy for citizens to
understand and which they can use to demand improvements in public infrastructure
procurement and delivery?.

CoST Thailand was established in March 2015 when the Cabinet issued a resolution assigning
the State Enterprise Policy Office (SEPO) to pilot the programme. The Airports of Thailand
(AOT) 62 billion THB (US$1.76 billion) Suvarnabhumi International Airport extension mega
project (Phase 2) (2010-2019) was chosen as the first CoST project. The project is currently
in the procurement phase and consists of five contracts; disclosure has already begun via the
AOT website? and construction is due to start in 2017.

In the two years since CoST Thailand was established, the National Anti-Corruption
Committee®, headed by the Prime Minister (PM), has sought to expand the scope of CoST
implementation. The Government has developed a long-term mega construction investment
plan and the transparency of these projects is a key concern of the Thai population. The
successful application of CoST on the AOT mega project has paved the way for wider CoST
implementation on high value, strategic projects in Thailand.

In 2017, the Cabinet approved a new operational framework for CoST. Under this framework,
the CoST Thailand Multi-Stakeholder Group (MSG) will be chaired by the Permanent
Secretary of the Ministry of Finance. There will be two Vice Chairs, the Director General of the
Comptroll er Ge n e r(@aDY sand [he pChairrham eoh the Anti-Corruption
Organisation of Thailand (ACT). Other members will include the National Economic and Social
Development Board (NESDB), SEPO, Transparency Thailand, Good Governance for Social
Development and the Environment Institute, Engineering Institute of Thailand, Association of
Siamese Architects and the Association of Thai ICT Industry. According to the Cabinet
approved framework, CoST Thailand is mandated upon all infrastructure projects valued at
over 1 million THB (US$28,000) and will extend to those projects that have a significant impact
on the public.

As a result of this expansion, CGD and SEPO have established CoST disclosure portals for
their respective infrastructure projects. CGD currently discloses on three pilot projects, whilst
the SEPO website refers to two projects. CoST Thailand is currently working to develop a

1 For more information, please refer to the CoST Factsheet.

2 please visit https://costaot.airportthai.co.th/th/

3 National Anti-Corruption Committee is an ad-hoc policy-level anti-corruption committee of the Executive body. It
was established by the National Council for Peace and Order (NCPO) in 2015. The Committee is served by the
Public Sector Anti-Corruption Commission (PACC), an anti-corruption body under the Ministry of Justice.

It is not to be confused with the National Anti-Corruption Commission (NACC) which was established in 1999 as a
quasii judicial body, of which the commissioners are selected and appointed by the Senate.
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http://www.constructiontransparency.org/documentdownload.axd?documentresourceid=165
https://costaot.airportthai.co.th/th/

single-window platform to enable citizens to access information across all projects and alll
Procuring Entities (PEs) through a single website.

Southeast Asia (SEA) infrastructure investment has risen sharply in recent years to remedy
historical underinvestment and accommodate the explosion in demand (McKinsey and
Company, 2011). Thebi ggest demand i s expected in tr
critical to supporting ndighgohthierapeddrovah; mow,onore
than ever, public infrastructure investment in the region must be managed effectively and
efficiently. Therefore, CoST is conducting four country studies in Indonesia, Malaysia,
Thailand, and Vietnam to determine the current levels of public infrastructure transparency
and accountability in each country. These studies will feed into an overall SEA regional study,
to inform the extent to which CoST can add value.

The project is funded by the Foreign and Commonwealth Office (FCO), UK Government,
through the Southeast Asia Prosperity Fund.

The purpose of this study is to understand the:

1 Key characteristics of public infrastructure investment and governance in Thailand;

1 Public infrastructure transparency policy and practice (baseline) in Thailand; and

1 Scope for improving public infrastructure transparency and accountability, specifically
the CoST value-add and potential challenges/barriers to implementation, in Thailand.

The Thailand study is based on a comprehensive literature review, in addition to the
consolidation of primary and secondary data to determine the transparency baseline.
Conclusions and recommendations have been drawn from the findings to highlight the value
add of and way forward for CoST. More information on the research approach, limitations, and
assumptions can be found in the Methodology section.

This study begins with some key information about the Thai economy to set the context and
is followed by an overview of public infrastructure investment and delivery in Thailand.
Subsequent sections discuss governance and transparency i both policy and practice in
public infrastructure 7 in Thailand. Throughout the study, key enablers and barriers will be
assessed to identify whether CoST has a role in Thailand. Recommendations on this will be
presented in the conclusion.
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Methodology

Public infrastructure is defined as infrastructure that is either owned by the public or is for
public use, with the exception of defence and public security. The reason for this exception is
that they relate to national security and are not subject to the same standards of disclosure as
other public infrastructure.

Disclosure refers to the publication of information relating to public infrastructure projects, with
the goal of increasing transparency. Proactive disclosure is when information is published
routinely as a matter of course without any request for information having been made.
Reactive disclosure is when information is provided in response to a request for information.

State Owned Enterprise (SOE) is definedinThai |l andbés Budget Rsaocedur e
company in which the government owns more than 50% of its capital.

Public Private Partnerships (PPPs) are def i ned in Thail andés tPrivate
Undertakings Act 2013, as private investment projects which government agencies are

responsible for and have a legal obligation to deliver/perform. Often undertaken by way of

license or concession.

The wealth of online literature on the subject of governance and the public infrastructure sector
in Thailand means that an online literature review serves as the core methodology to answer
the research questions in this country study. Triangulation was used to maximise the accuracy
and validity of information sources on governance, public infrastructure investment, and
transparency and disclosure in theory and in practice. The following types of online resources
were used for this purpose in this study:

i Official sources: Ministry of Transport, Ministry of Energy, SEPO, CGD, NESDB,
SOEs; National Investment Plans such as the Transport Infrastructure Development
Strategy 2015-2022, the Power Development Plan 20157 2036 and the PPP
Strategic Plan 2015-2019;

1 News centres: Thaipublica.org and Isranews.org (online investigative news centres),
The Nation and the Prachachat Turakij (mainstream business newspapers); and,

1 International organisations: World Bank, IMD World Competitiveness Centre
Transparency International (TI).

Chapter 6 features an assessment of compliance with disclosure requirements for 20 public
infrastructure projects in Thailand. The sample infrastructure projects are drawn from project
owners projected to be the largest infrastructure investors over the next decade, according to
t he g o Vv er n mem tinbestmemt qolarg. According to the percentage share of
infrastructure investment, these are:

i State Railway of Thailand (SRT) i 33.4%
I Mass Rapid Transit (MRT) i 18.8%



1 Department of Highways and the Department of Rural Roads i 13.2%
9 Airports of Thailand (AOT) T 3%

These projects were drawn from SOE websites; project selection was based on a minimum
threshold of THB 5 million (USD$142,000) per project. On a more practical note, the
availability of information was also used as a determining factor. With regards to the project
assessment, this approach may have increased the average level of compliance for projects.
In practice, the level of compliance is likely to be lower; however, the approach was selected
to highlight the potential for disclosure.

Compliance is measured against two benchmarks, existing Thai regulations and the CoST
Infrastructure Data Standard (IDS). As mentioned above, the primary source of data for
assessing compliance was SOE websites.






Thailand in Context

Thailand is a constitutional monarchy and the only country in SEA to have avoided colonial

rule. Since 1947, the military has primarily held power with just a few occasions in which the

country had a democratically elected government. Since the rise of Thaksin Shinawatra in

2001, Thailand has been embroiled in a ceaseless political conflict between the pro- and anti-

Thaksin factions. Most recently in 2014, the military Junta government seized power from the
Yingluck Shinawatra administration in a coup do¢
against the Yingluck administration, the military Junta pledged to make anti-corruption one of

its foremost priorities. Given that the military Junta is not an elected government, progress on

this issue would help strengthen trust and provide legitimacy. As a transparency and

accountability initiative, CoST is well placed to support anti-corruption efforts.

Thailand is one of the great development success stories. In 2015, Thailand had a total Gross

Domestic Product (GDP) of $US395 billion (see Figure 1.1) making it the 27th largest economy

in the world and the second largest in the Association of Southeast Asian Nations (ASEAN)

(World Bank, 2016 ) . I't is also ASEANG6s fourth richest c
US$5,816 (see Figure 1.2) (World Bank, 2016). Smart economic policies have led to

sustained growth and poverty reduction; as a result, in 2011, Thailand achieved upper middle

income status in less than a generation. Of note, poverty has declined substantially (by 56%)

over the last 30 years to a rate of just 11% in 2014 (World Bank, 2016). However, poverty and

inequality continue to pose significant challenges. Although Thailand has made great strides

and boasts an unbelievably low unemployment rate of less than 1% (lbid.), wealth and income

inequality remain significant as highlighted by the 2013 GINI Index Score of 37.85* (Ibid.). This

will further be exacerbated with the decline in the average growth rates, which have fallen from

7.5% (1986-1996) to 3.5% (2005-2015) (Ibid.). Please see Figure 1.3f or Thai |l andbs g
rate over the last 25 years.

An ambitious reform program has commencedt o r ai s e T htarm gremthgdihsandl o n g
achieve high-income status. Targeting economic stability, human capital, equal economic
opportunities, environmental sustainability, competitiveness, and effective government
bureaucracies, progress on reforms has already been made. The plans include the
implementation of multi-year large public infrastructure projects and the establishment of a

State Enterprise Policy Committee to improve governance of SOEs.

4 With regards to the GINI Index, O represents perfect equality and 100 represents perfect inequality.
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Figure 1.1 Total GDP of ASEAN countries in 2015
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Source: World Bank (2016)

Figure 1.2 GDP per capita of ASEAN countries in 2015
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Figure 1.3 GDP Growth (annual %)
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Table 1 below shows a country comparison of some key indicators that are relevant to this
study. Of the four countriestar g et e d
per capita is second only to Malaysia. Furthermore, Thailand had the lowest growth rate

(2.8%) in 2015.

n

this project, Thai

Table 1: Country Comparison of Key Economic Indicators

Non-
OECD

Upper-

OECD Status (2016)

Economy (2016) middle income
GNI per capita Atlas

method (2015) (US$) 5,620.00
Net ODA received

(% of GNI) (2014)° 0.1
GDP Growth

(annual %) (2015) 2.8
Global

Competitiveness

(1: Best, 140: Worst)

(2015-2016) 32

Non- Non- Non-

OECD OECD OECD

Upper- Lower- Lower-

middle income middle income middle income
10,570.00 3,440.00 1,980.00

0 0 2.4

5 4.8 6.7

18 37 56

Source: OECD, World Bank, and World Economic Forum (WEF)

In terms of its economy, Thailand is predominantly an agricultural country with over 40% of
land used for agricultural purposes (Central Intelligence Agency, 2016). However, over the

5 Net ODA (Official Development Assistance) refers to government aid, excluding loans and credits for military

purposes.
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last generation, the trend is shifting towards manufacturing and services. As of 2014, 32.2%
of the labour force is in the agricultural sector, 16.7% in the manufacturing sector and 51.1%
in the services sector (especially financial sector).

Additional Information on Characteristics of Thailand

Thail andds population currently sidaand, 2016.t al mo
Although the population increased dramatically over the past few decades, the population

growth rate has since shrunk considerably in the last few years to just 0.32% in 2016 (Central

Intelligence Agency, 2016). Thi s means toputation i dgimg rapadly; dh&@G15, p

over 10% of the population was aged over 65 years old (World Bank, 2016) and the figure is

expected to almost double by 2030 (CNBC, 2013). It is projected that this aging population

will result in the decline of the labour force and subsequent economic slowdown to at most

3% GDP (SCB EIC, 2015). Increased infrastructure investment could help to maintain

economic growth in the long-run (Ibid).

Thailand is a country with a land area of 513,120 square kilometers (sg. km) and the country
is divided into 76 districts, plus the capital Bangkok and Pattaya. Geographically, it is
subdivided into the Northern, Northeastern, Eastern, Central and Southern regions. Its
administrative and economic capital is Bangkok, which is also the most populous city where
more than 6.8 million citizens reside (National Statistics Office, 2015). Thailand shares borders
with four countries T Myanmar in the Western part (2,416 km long), Laos in the Northeastern
part (1,845 km long), Cambodia in the Eastern part (817 km long) and Malaysia in the Southern
part (595 km long).

Thailand is bordered by the two seas, the Gulf of Thailand in the Southeastern part and the
Andaman Sea in the Southwestern part, totaling 3,219 km of coastlines (see Figure 2). Chao
Phraya and Mekong are two major rivers among nearly 40 rivers in Thailand. Chao Phraya is
formed by the confluence of four smaller rivers in the North of the country, from which it flows
372 km through Bangkok to the Gulf of Thailand. Its watershed drains an area of 157,924 sq.
kmor30%of t he c o UNESCPD,&B03)! Itaservis as the source of water supply for
agriculture and drinking water; it is also the route of merchandise and passenger
transportation. In 2013, 65,314 small feeder ships and 61,985 passenger ships transporting
13.8 million passengers passed through Bangkok via Chao Phraya (Marine Department,
2013). With regards to the Mekong, it is 4,350 km long flowing from Tibetan Plateau across
six countries: China, Myanmar, Laos, Thailand, Cambodia and Vietnam. The Mekong river
also forms 976 km of the Laotian-Thai border. Apart from its significance for cross-border
trades, the Mekong Basin is an important source of electricity and irrigation for its riparian
countries as it hosts 364 dams.
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Figure 2: Map of Thailand
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Source: Central Intelligence Agency (2016)

Recommendation 1

Although Bangkok is the economic and administrative capital and CoST operations are
based in the city, efforts should be made to engage the wider demographic including rural

populations.

12






Public Infrastructure Investment and Delivery in
Thailand

Table 2; Public infrastructure investment between 2015 and 2036

Public investment

Sectors Managers N;rngjt;irtsf Share
Billion THB  Billion US$
Transport Ministry of Transport* *** 75 3,198 90.7 71%
Power Ministry of Energy** 16 1,185 33 26%
L Bangkok Metropolitan and the o
SENLENR) Wastewater Management Authority*** - e 2 L
Education Ministry of Education*** 6 26 0.7 1%
Telecoms Al © gégc'itgt'y'fﬁonomy 2l 1 13 0.4 0.3%
Total 108 4,479 127.1 100%

Source: Ministry of Transport, SEPO, Ministry of Energy, SCB EIC, Prachachat and TDRI

* Transport Infrastructure Development Strategy (2015-2022) and Master Plan of Chao Phraya River Crossing
Bridges Construction in Bangkok and its vicinities (2017-2031)

** PDP 2015 (2015-2036) and Gas plan 2015 (2015-2036)

*** PPP Strategic Plan (2015-2019)

Although Thailand progressed to upper middle income status in less than a generation, it is
now trapped in the middle income bracket and has yet to transition to high income country
status. According to the NESDB, the country must maintain an annual growth rate of over 5%
for the next 10 years in order to achieve its developed country ambition (Post Today, 2015).
As a result, NESDB recommends the government accelerates the 5 trillion THB (US$141.8
billion) infrastructure development currently planned for the 2015-2036 period (see Table 2).
Although demand for infrastructure is high, in the last decade Thailand has underinvested in
these five key areas (transport, power, sanitation, education and telecoms). Nonetheless, the
government now has an ambitious infrastructure investment plan focussing on these five
sectors of infrastructure. As a result, this sector focus is mirrored in our report.

Over the next two decades, planned investment in infrastructure is valued at 4.5 trillion THB

(US$127.4 billion)®, e qui val ent to 33% of Thailandod6s 2015 GL
transport (71% share of planned investment), whilst the second largest share of investment

(26%) is directed at the power sector. Together, these two sectors account for 97% of the total

infrastructure investment (see Table 2). Of these investments, 85% will be made through

SOEs, 14% by central government agencies and 1% by the local administration, specifically

Bangkok Metropolitan.

6 This investment does not include the water management plan for agriculture and industries, which is a major
funding source for water infrastructure development.
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In recent times, infrastructure mega projects have been a high priority. As  wi t h Yi ngl uc
government, Pr ayuht 6 s dguntaéed govemment) has proposed a number of mega

projects such as the development of high speed trains. Instead of large-scale borrowing, the

current government plans to finance these mega projects throughthegover nment 6s ann
budget and especially PPP investment. The government intends to keep the debt-GDP ratio

lower than 50% (Manager Online, 2015); the actual ratio is 42.75%, as of June 2016 (Fiscal

Policy Office, 2016). As a result, Thailand is entering into the era of mega project construction

in which more than 2 trillion THB (US$56 billion) will be spent as part of the infrastructure

development plan, especially in transportation. The size and scale of these investments

demand precise and meticulous management at every stage of every project; CoST could be

a useful tool for monitoring progress and developments.

Case Study 1: Bang Pakong Dam (2007)

The Bang Pakong Dam (5.2 billion THB (US$147.5 million)) was built in 2007 to prevent seawater from entering
the Bang Pakong River during the dry season. Howe
flooded pig farms near the riverbank, washed dung down from these farms and contaminated the water in the
dam. Moreover, since the level of water behind the dam dropped dramatically, the riverbank began collapsing
which caused further problems to the local environment and agriculture. To prevent these problems, the
authorities opened the da mé o flowantareoutmprallyg as jf thexd wasone dam g
at all. As a consequence, the Bang Pakong Dam did not fulfill its main objective, which was to prevent seawater
from contaminating fresh water in the river (Sanabboon, 2008). Approximately 5.2 billion THB was wasted on
infrastructure that should never have been built in the first place.

Over the next two decades, Thailand aims to invest 3.2 trillion THB (US$90 billion) in transport.
Of this figure, 1.9 trillion THB (US$53 billion) was announced as part of the Transport
Infrastructure Development Strategy (2015-2022). Featuring 75 construction projects, this
strategy aims to build and extend strategic infrastructure including railways, Mass Rapid
Transit (MRT), inter-city roads and expressways, airports and ports (see Figure 3.1). Most of
the projects are under the management of SOEs, within the Ministry of Transport. This will be
t he ¢ o u mestrgfodnsof ttanspgortation and logistics infrastructure.

Figure 3.1: Transport Infrastructure Development Strategy (2015-2022)

Airports 33
Ports 37
Roads and expressways 589
Mass rapid transits 84
Railways 1,497
- 200 400 600 800 1,000 1,200 1,400 1,600

billion Baht

Source: Office of Transport and Traffic Policy and Planning (OTP), Ministry of Transport (2015)
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The Thai railways were established in 1896. In Thailand, rail transport is an unpopular mode
of transport due to the poor safety and hygiene of its trains. Since 1896, no additional routes
have been developed (The Nation, 2013). The Transport Infrastructure Development Strategy
2015-2022 includes almost 1.5 trillion THB investment in railways. Currently, the inter-city rail
network covers approximately 4,000 km, of which 93% is a single-track line of 1-meter wide.
This means that the inbound and outbound trains have to slow down and wait for rail-track
switching. For this reason, the government has approved 17 double-track rail projects,
accounting for 27% of railway construction projects. According to the Siam Commercial Bank
Economic Intelligence Center (SCB EIC), three projects of double-track railways are planned
to start in the next three years (SCB EIC, 2015).

Five new routes of medium and high-speed lines are also planned to cover approximately
2,560 km of rail networks. These routes require a budget totaling 1.1 trillion THB (US$30
billion) or 73% of the total railway investment. The high-speed trains are an ambitious project
which, though garnering some support, remain controversial. Despite improving travel-time
efficiency and supporting the expansion of cities, their necessity and value for money are
guestioned.

The State Railway of Thailand (SRT) is one of the worst performing SOEs financially; since

20087, SEPO has consistently ratecariticAlRTO6s 1 hi 284 &i als
had a cumulative deficit of 104 billion THB (US$ 3 billion) which was 31% share of its total

capital (SEPO, 2015). Due to this deficit, the SRT is not able to invest in railway upgrades.

Gi v iesmoor performance record, there are also doubts over the SRT®& capacity to manage

such a large amount of money. In July 2016, the Thailand Development Research Institute

(TDRI) criticised government for not disclosing sufficient information to the public on the costs

of these projects which will ultimately be financed by the taxpayer (The Nation, 2016).

The government is preparing a PPP investment plan whereby the private sector will invest
13% of the budget in two high-speed train projects: Bangkok-Rayong (150 billion THB or US$4
billion) and Bangkok-Hua Hin (95 billion THB or US$2.7 billion). Nonetheless, there has been
no sign of the restructuring of the SRT.

Traffic congestion has been a major challenge for large cities in Thailand for at least two
decades; the situation is especially serious in Bangkok. According to 2016 TomTom Traffic
Index, Bangkok is the wo r $ stdond most traffic-congested city after Mexico City (TomTom,
2016).

Since 1999, the MRT grown in popularity as a means of transportation for the residents of
Bangkok and its vicinities. Until 2015, Bangkok only had three lines of urban rail transit: the
elevated Bangkok Transit System (BTS) (known as Sky train), (underground) MRT and the
Airport Rail Link (ARL). Approximately one million passengers use these lines each day;
however, this only reflects 6.4% of public transport passengers. The majority of public
transport passengers use public buses (BTS Group, 2015).

“"According to the dat a awv atiplvai.bepo.guthya SEPO6s database (
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Over the next 12 years, the number of urban rail transit users in Bangkok is expected to rise
to over 7.7 million per day. To meet this demand, the Ministry of Transport has proposed the
construction of 11 new lines valued at 842 billion THB (US$24 billion) which encompasses
353 km of tracks in total. The 11 lines are split into 18 projects, of which five are underway
and due to be completed in 2019; a further four projects are expected to start before 2018.
The Mass Rapid Transit Authority (MRTA), an SOE of the Ministry of Transport, is the principal
manager of these construction projects. The Bangkok Metropolitan Administration (BMA) will
manage three monorail and tramway projects, a railway system which is separate from the
MRT or BTS.

B a n g k wmaknway and monorail is of interest to many administrators of other cities and local
businesses. At least three local administrations i Phuket (South of Thailand), Khonkaen and
Nakhon Ratchasima (Northeast of Thailand) i have carried out consultations with the local
population and businesses to assess whether similar projects could be delivered in these
localities. Furthermore, these administrations have sought financial support from the
government. However, the projects have not been included in the data represented in this
report as they are not yet confirmed.

Thailand has approximately 462,133 roads and many multi-lane highways. There are currently
37 million registered vehicles, which include 20 million motorbikes; there are many millions
more vehicles that are unregistered (BBC, 2017). According to the World Health Organization
(WHO, 2015), Thailand's roads are the second deadliest in the world. Official figures from the
Ministry of Public Health state that 14,059 people were killed on Thai roads and highways in
2012. However, the WHO estimate that 24,237 people were actually killed in the same year;
this is 42% higher than the official statistics. One of the reasons cited for the high fatality rate
is that there is no inspection of public road infrastructure (Bangkok Post, 2015). Additionally,
there is no dedicated lane for motorcyclists and they use pedestrian sidewalks (lbid.);
unsurprisingly, motorcyclists account for 80% of all road-related deaths (BBC, 2017).

Roads and expressways are the primary means of transportation in Bangkok. In 2015,
approximately nine million vehicles were registered in Bangkok and the surrounding
provinces. However, the existing road system can only accommodate 1.5 million vehicles
(approximately 16% of those registered). As a result, congestion is a major issue; it is reported
that traffic jams waste close to 100 million BHT worth of fuel on average each day (Bangkok
Post, 2016).

In Thailand, buses are a major mode of transportation for people and freight. They are also
the most popular means of long distance travel. Between 2011 and 2015, the Transport
Company recorded that there were, on average at least 9.3 million passengers on its inter-city
buses?® each year.

The government plans to approve 589 billion THB (US$16 billion) between 2017 and 2021 to
fund: construction of roads, expressways and bridges; installation of road traffic signals; and,
renovation of bus stations. Approximately 21 mega projects, totalling 28 billion THB (US$794

8 The Transport Company is an SOE under the regulation of the Ministry of Transport. It is ranked among major
inter-cities buses operators in 2007 while its market share is unknown. For more information, please see CA
International Information Co.,Ltd.2 0 0 9 .

LUSSULSUTOUBRURWS Ul s UF TLUH dTHIDSTES IS ""’ﬁz’iéﬁﬂm‘l_"'w 6 s (WS SS(0 Thai)
http://www.caii-thailand.com/sites/default/files/downloads/DBD1-2.pdf
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million), will commence in the next three years. The four public agencies involved in these
projects are: Expressway Authority of Thailand (EXAT); Department of Local Roads; and,
Department of Highways and the Department of Land Transport.

According to the 2014 World Port Ranking, two of Thailandd ports are ranked among the top
100 in the world in terms of container traffic (American Association of Port Authorities, 2014).
These are the ports of Laem Chabang (21%) (East of Thailand) and Bangkok (88™"), both
situated in the Gulf of Thailand. In 2015, these two ports handled imports and exports totaling
6.8 million and 1.5 million Twenty-Foot Equivalent Units (TEUS). In comparison, Shanghaid s
port,thewo r | d 6 s pofi, handled 36tmillion TEUs in the same year.

Thai | pontgdfécs issues of capacity and congestion. Laem Chabang port will have to
accommodate nine million TEUs of freight by 2020, which will exceed its current capacity of 8
million TEUs. The Bangkok port capacity of 1.34 million TEUs per year is already being
exceeded (SCB EIC, 2015). To tackle this problem, the Port of Thailand plans to expand and
upgrade its port infrastructure.

According to the government, Laem Chabang will benefit from construction projects worth 92.9
billion THB (US$2.6 billion) between now and 2023. The extension plan, called Laem Chabang
Phase 3, accounts for 94% of this budget. The investment will allow the port to handle imports
and exports of more than 18 million TEUs per year, due to be completed in 2021.

In addition to the Port of Thailand® grojects, the Marine Department has also been planning
to build two new ports in the South of Thailand for a number of years. These projects are 1
Pak Bara Port (920,000 TEUS) in Stun province, Andaman Sea, and Songkhla Deep-Sea Port
(570,000 TEUSs) (iCONS, 2011) in the Gulf of Thailand i totaling 18 billion THB (US$510
million). The construction of two ports has been planned for many years. In the case of Pak
Bara, it was first proposed in 1996 (Seub Nakhasathien Foundation, 2010) but was postponed
several times due to environmental concerns; the port only passed the Environmental Impact
Assessment (EIA) in 2007 (Thailand Construction News, 2015). The potential negative

i mpacts of the project i nacal throdigh bidrdiversity Insg, crpat un 6 s
damage, deforestation and water and noise pollution. This is of particular note given that the
Satundbsmu Phetara i s falocadpgoplas, asdalsa gereratesfincome o d

from tourism. Despite the ongoing concerns regarding environmental and social impacts, the
Ministry of Transport stated in 2013, that this project would be a green, environmentally-benign
project that would help promote tourism, transport and rail development (Environmental
Justice Atlas, 2016).

For Songkhla Deep-Sea Port, the feasibility study was completed in 2009°. The port was
heavily opposed by the local population as it would result in the resettlement of villages that
were over 100 years old. The villagers were not informed or involved in the decision-making
process; in addition, the project developer provided false information, claiming that there were
no rare marine species, such as dolphins, in the area (Prachatai, 2009). In 2012, the Office of
Natural Resources and Environmental Policy and Planning (ONEP) rejected the project,

° The Mar i ne Depart me nt Sosgkhlav ®d&ep-en ePortf 20 Projedt hcen be found at
http://www.songkhla2port.com/index.html
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confirming the project would causea fisi gni fi cant negat immentyi mpact 0
(iCONS, 2012)°, In spite of this, the government will go ahead with both port projects.

Thailand has 10 international airports and 25 domestic airports!!. These are operated by the
AOT, an SOE listed on the stock market, and the Department of Airports'2. Though the AOT
only owns six of the 10 international airports, these are the largest of all 10 airports; on the
other hand, the Department of Airports owns all domestic airports.

From October 2014 to September 2015, 107 mi I | i on air passengers trav
six main international airports. The majority of these passengers (88%) passed through the

largest of the three international airports: Suvarnabhumi International Airport (46%) and Don

Mueang International Airport (29%), both located near Bangkok; and, Phuket International

Airport (12%) located in the South of Thailand (AOT, 2015). In comparison, in 2015, the

Department of Airports only received 15.6 million air passengers (Department of Airports,

2015).

The fast growth of air travel and air shipment has prompted the government to expand its
airports. According to data from AOT, the number of air passengers has increased 175%
between 2005 and 2015. However, due to delays to expansion plans, the three largest
international airports are already facing capacity issues (see Table 3). For example, the
Suvarnabhumi airport expansion plan was approved by the Cabinet in 2010; however, due to
AOT management changes and contract cancellations, procurement only began in 2016.

Overall, AOT has allocated 133 billion THB (US$3.7 billion) investment (2016-2021) for three
airport expansion projects which are underway. According to SCB EIC, this investment will
allow AOT to double the annual capacity of its three main airports to 138 million passengers
per year (SCB EIC, 2015). Primarily, this investment focuses on building new passenger
buildings. However, the expansion of Suvarnabhumi Airport, which accounts for 75% of the
total investment, also includes the building of a new terminal, runway and automated transport
system to link the terminals.

WONEPOGs official documents relating to the decision on thi:
11 This does not include military or private airports.

2 Pl ease find further information vi a t he Ministry of
http://www.mot.go.th/statmot.html?id=12
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Table3: Overcapacity i n Thaintematidrdakairgoiis e e

New annual capacity of

o CUTEL AL e T S DTSt o receiing i passengers
airports (in million) * (in million) * (in million) **
Suvarnabhumi 45 52.4 80
Don Mueang 18.5 28.6 40
Phuket 6.5 12.5 18
Total 70 93.5 138

Source: *AOT (2015)13, * SCB EIC (2015)

Over the past decade, Thailand has consumed between 110 and 140 TOEs (Ton Oil
Equivalent) each year (see Figure 3.2). In Thailand, 90% of energy consumption is still based
on fossil fuels, especially oil and petroleum. Furthermore, imports account for half of energy
consumption. Crude oil imports accounted for 58% of the total import in 2015, followed by coal
imports at 19%.

Figure 3.2: Import and domestic production of the general primary energy in Thailand
between 2005-2015
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Source: Energy Balance of Thailand 2015 Report, Department of Alternative Energy Development and Efficiency

13 For further information, please see https://airportthai.co.th/main/th/news/632/6 t 6 OB U WE3IB-6eli UG | § G
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Thailand needs to increase its power production to sustain economic growth and develop its
industries. Between 2015 and 2036, the Ministry of Energy plans to invest 1.2 trillion THB
(US$42 billion) in 17 mega projects to build power plants and gas distribution pipelines. Of this
investment, 84% will be channeled into the electricity sector, with the remaining funds focusing
on gas.

According to the Power Development Plan 2015-2036 (PDP 2015), Thailand must generate
70,355 Megawatt (MW) of electricity to meet demand. Currently, power plants generate 37,612
MW, yet 66% of this existing capacity will be retired by 2036 due to the aging of power plant
infrastructure. As such, more than 57,459 MW must be sourced to meet the expected demand
for electricity (see Table 4).

Table 4: Capacity of electricity production between 2015-2036

2015-2036

Capacity without investment e Zte
with investment (MW)
(MW)
Existing capacity as of 2014 37,612 37,612
Capacity increase given investment 0 57,459
Retired capacity -24,736 -24,736
Total capacity 12,876 70,335

Source: PDP 2015

Over the next decade, energy infrastructure will require three new transmission systems and
eight coal-fired power plants. The Ministry of Energy has appointed the Electricity Generating
Authority of Thailand (EGAT) to undertake these works. The transmission system works have
a budget of 600 billion THB (US$17 billion) until 2025 whilst the power plant projects are valued
at 295 billion THB (US$8 billion). The largest power plant to be built is the Thepa power plant
in Songkhla Province (South of Thailand) with the investment of 150 billion THB (US$4.3
billion). If completed, it will be the largest coal-fired plant in Thailand, and even in ASEAN
region, with a capacity of 2,000 MW (Greenpeace Thailand, 2015). However, the coal power
plants are heavily contested by the local population and environmental activists who believe
there are cleaner means of producing electricity. Previously, many of these protests against
their construction have led to violence with some activist leaders being assassinated, such as
the murder of Charoen Wat-aksorn in 2004 (see Case Study 2).

Regarding investment in gas infrastructure, the Gas Plan 2015-2036, outlines at least five gas
infrastructure development projects. Totaling 189.5 billion THB (US$5.4 billion) of investment,
these projects include three gas transmission pipelines, enhancing gas platforms and building
a Liguefied Natural Gas (LNG) receiving terminal. The largest project is the construction of the
435-km gas transmission pipelines from Rayong (East of Thailand) to a power plant near
Bangkok, with construction valued at 96.5 billion THB (US$2.7 billion) and completion due in
2021. All of these projects are under the management of the gas and petroleum producer and
vendor, PTT Public Company Limited, an SOE listed on the stock market.

Thail andds energy consumption wil/| increas

already highly dependent on energy imports, which is expected to grow by 36% between 2013
and 2040 (Sun&Wind Energy, 2016). To address these concerns, renewable energy sources

e

must be devel oped. T h eYedr Aliernativie EnergyoDfevel&pment Rjay 6 s

(AEDP) targets 25% energy consumption from renewable sources by 2021 (Ministry of
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Energy). Currently, only 8% of energy is produced through renewable energy. See Table 5 for
the current and targeted renewable energy production.

Table 5: Current and Targeted Renewable Energy Production (2015-2036)

Renewable energy As of 2015 Target in 2036
Solar cell 1,298.51 MW 6,000 MW
Wind energy 224.47 MW 3,002 MW
Biomass 2,451.82 MW 5,570 MW
Biogas (wastewater/sludge) 311.50 MW 600 MW
Biogas (energy crops) Pending 680 MW
Waste (municipal solid waste) 65.72 MW 500 MW
Waste (industrial waste) Pending 50 MW
Small hydro power 142.01 MW 376 MW
Hydro power Pending 2,906.40 MW*
Total in MW 4,494.03 MW 19,684.40 MW

Sun&Wind Energy, 2016

In this light, EGAT plans to construct eight hydropower plants, one wind power plant and one
solar power station. These power plants will allow for the production of 952 MW of electricity
(20167 2020) (EGAT, 2015), though, there is no indication of the value of investment for these
projects. According to the Energy Report: 100% renewable energy by 2050 (World Wildlife
Fund, 2011), Thailand could achieve 100% renewable energy electricity generation by 2050.
The study showed the potential of power generation by solar, wind, biogas, and small
hydroelectricity sources. The findings conflict with government energy plans that favour fossil
fuel power generation as opposed to renewable energy sources (The Nation, 2016).

Until now, the Thai Government has focused on promoting small renewable energy projects

primarily to test concepts and gain knowledge. This approach will not be sufficient to achieve
the target of 25% share of renewable power by 2021 (Sun&Wind Energy, 2016).
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Case Study 2: Bo Nok and Hin Krud power plants and the
murder of Charoen Wat-aksorn (2004)

In 1997, Mr. Charoen Wat-aksorn and the Bo Nok-Hin Krud villagers began protesting against the
construction of two coal power plants: Bo Nok and Hin Krud in Prachuab Kiri Khan Province (southern
Thailand). The 1,400 MW coal power plants were owned by the Gulf Power Generation Company, with an
investment of 50 billion THB (US$1.4 billion). Local residents feared that the coal power plants might cause
environmental damage and pollution in areas most populated by farmers and fishermen. Furthermore,
preparation of the EIA report was criticised for its lack of transparency.

Despite the protest, the Gulf Power Generation Company and the government insisted on continuing with
the project. In 1998, this led to a violent confrontation between the 20,000 residents and the anti-mob police
force. Charoen and 1000 residents later met Thaksin Shinawatra, the then PM, and called upon him to
stop the project.

On the night of 21 June 2004, Charoen was shot dead by gunmen at his home village of Bo Nok, after he
had met with the Senate to provide evidence on the anomalies and corrupt practices relating to the
issuance of the public land rights documents. Later that year, the project was scrapped by the government.
Though | ocal politicians were accused of being i
the case in 2015.

*EarthRights| nt er nati onal . June 24, 2004. ATH&isoEmyi Konhhemrtd
https://lwww.earthrights.org/news/thai-environmentalist-khun-charoen-wat-aksorn-killed
**Prachatai. June 16, 2013. @ATHAI LANDfChaloensWai-ackes odreon.i e d

http://prachatai.org/english/node/3620
**x* Thairath. OSWUSwRilsF AB/), Z VHRSSHHD FAIGFGB U6 ZU6 Ws L Yy rZ UEZ t
http://www.thairath.co.th/content/531972



Construction Industry in Thailand and its Supply Chain

As with most ¢ o ucanstiudtian sndustry is highly eomple& and characterised
by long supply chains with multiple actors. This can create nhumerous opportunities for
corruption, inefficiency and mismanagement.

An example of a construction project life cycle is illustrated in Figure 4.1. Depending on the
project, there could be more or fewer steps in this cycle. Furthermore, these steps may not be
strictly sequential. According to this life cycle, the construction process is broken down into
four phases: concept, planning, and design; procurement; implementation and construction;
and project evaluation, delivery, operation, and maintenance. Briefly, the concept, planning,
and design phase mainly includes the creation of a master plan, architectural/engineering
designs, and the subsequent Term of References (TOR). These documents are then used
during the procurement phase. The implementation and construction phase is when projects
are handed over to contractors, under the supervision of owners or Project Management
Consultants (PMC). Finally, the last phase begins once construction is completed, and can
cover a period long after the delivery of the project (Engineering Institute of Thailand (EIT),
2010; Hendrickson and Au, 1989).

Some project owners may have in-house construction supervision units that handle all phases
ofthework, s uc h a s Départenént ochHigtivéags, and the Department of Rural Roads.
However, there are many agencies that do not have such a unit. As a consequence, these
agencies may seek professional advice and services from private consulting companies who
are oftsehr 6PaMCgi neeriing consultantsé

Figure 4.1: The Project Life Cycle of a Constructed Facility

®©

Market Demands or
Perceiv n.d Needs

—

Definition of Project
Objectives and Scope

Inception Stage ] [
1 [ Conceptual Pldnnmg and

l‘Ld\lblllly Study

J
]

(" Conceptual Plan
Design Stage Preliminary Design
3 Design and Engineering
@ Construction Plans and
. Procurement Stage Specifications
Preparing for W 1 I Procurement and
| _~Construction Stage J s - ) l Construction ! <
. . Completion of
(3) Construction Stage ¥ > .
- 5 < ] | ) ( \ Construction
Preparing for Taking- = ;
over Stage J = l Startup for ()uup ancy J
@ Taking-over Stage " Acceptance of Facility
\
‘ ()mrmun and
Mz unun ance
Maintenance Period " Fulfilment of Useful Life
\
[ Disposal of Facility ]

Source: Adapted from EIT (2010) and Hendrickson and Au (1989)

It is important to note that there is no universal supply chain for the construction sector in
Thailand. The length of the supply chain can vary accordingly to the sector, for example
subcontracting is normal in a large and complex construction but rare in road construction.
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However, Figure 4.2 provides a useful example of a common supply chain. From this diagram,
it is obvious that PMC and Construction Management Consultant (CM) play critical roles in a
project life cycle from the beginning to completion. In fact, due to their extensive scope of
work, it is argued that they are crucial determinants of the success or failure of construction
projects (Hendrickson and Au, 1989).

Figure 4.2: The Supply Chain in Thailand& Construction Sector
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Source: Industry Knowledge, in consultation with Executives of the Engineering Association of Thailand, 6
November 2016

Business-politics nexus

As mentioned above, construction projects involve numerous parties, and each link creates
opportunities for bribery (Stansbury, 2005). Politicians have abused their power to extract
bribes from both government officials proposing projects and private construction companies
competing for contracts. Before the peak of business influence in politics in 1988, contractors
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were usually hua khanan!* (election campaigners) for politicians or political factions. In
exchange for bribes, elected politicians would ensure that such contractors were awarded
public construction contracts either commission free or at a reduced rate.

Seeing the benefits of political connection, many contractors have decided to enter politics
directly rather than harvest gains indirectly through being hua khanan (Local Development
Institute, 2004); to this day, many construction companies are owned or managed by
politicians or their family members and thus often receive special treatment, including first
preference for large construction contracts. In addition, politicians have also indirectly entered
the construction business through intermediary shareholdings in construction companies. If
corruption is reported, the indirect nature of their involvement allows politicians to avoid
National Anti-Corruption Commission (NACC) detection (Noppanun Wanathepsakul, 2006).
This integration between business and politics muddies business networks and strengthens
the business-politics nexus in this sector, both locally and nationally.

At the local level, such networks have always been strong and prevalent in the construction
industry. Before the amendment of the Local Administrative Act in 1997, contractors
dominated provincial councils, which acted as advisory units for provincial governors in order
to influence decisions on local construction projects. This dominance was so pervasive across

the country that these councils were somet.

system was later replaced by the new Local Administrative system in 1997 in order to
decentralise power and give greater autonomy to local administrations, the pattern of
relationships changed. Local contractors, now themselves run for local executive positions
(Local Development Institute, 2004). Persons in political positions (including local executives
and their spouses) are prohibited from owning or holding shares in private companies that
engage in government contracts (Section 100, Organic Act on Counter Corruption 1999). As
a result, many local executives have resorted to holding company shares through
intermediaries, such as relatives or close friends (Torplus Yomnak, 2015).

Once these local construction companies accumulate sufficient capital and power, they often
move to the larger arena of national politics in search of even larger benefits. Prominent
examples of such companies include the Silpa-archa family*® of Supanburi Province, the
Chidchob family*® of Burirum Province, and the Liptapanlop family!” of Nakorn-Rajasrima
Province. These family-owned construction companies rose from contractor councils to
become some of the largest construction companies in Thailand, as well as the most powerful
families in Thai politics. In 2006, Noppanun Wanathepsakul found that as many as 75 families
involved in the parliament®® directly or indirectly owned construction companies: 36 in Thai
Rak Thai Party; 13 in the Chart Thai Party; six in the Chart Pattana Party; five in the Kwarm
Wang Mai Party; three in the Seritham Party; and 13 in the Democrat Party (Noppanun
Wanathepsakul, 2006).

14 Literal translation: vote gatherer or voting chief.

15 Banharn Silpa-archa was the head of the Chart Thai Party from 1994 to 2008. He served as Prime Minister from
1995 to 1996. He died in 2016.

16 Nevin Chidchob was an influential politician in the Chart Thai Party before he moved to the Thai Rak Thai Party
in 2004.

17 Suwat Liptapanlop was the head of the Chart Pattana Party for many years until 2005. He is currently a mainstay
of the Chart Pattana Pua Pandin Party.

18 These families are closely connected to influential politicians through monetary and business ties; some had
members in the House of Representatives and Cabinet.
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Noppanun Wanathepsakul argued that these construction companies earn obvious benefits
from such connections. His research revealed that under the Thai Rak Thai administration
between 2001 and 2003, public construction contracts were dominated by only a few
companies with close political connections. For example, the Vichitpan Construction
Company*® secured over 6 billion THB (US$170 million) worth of contracts. In a more extreme
case, the Italian-Thai Development Construction Company?° secured at least 65 billion THB
(US$1.8 billion) worth of contracts, including the construction of Suvarnabhumi International
Airport. Both companies had close connections with the government. These contracts

significantly altered the Italian-T h a i Devel opment Construction

from losses of 1.4 billion THB (US$39 million), 3.9 billion THB (US$110 million), and 2.5 billion
THB (US$70 million) in 1999, 2000, and 2001 respectively, to profits of 6.3 billion THB
(US$178 million) in 2002 and 0.92 bilion THB (US$26 million) in 2003 (Noppanun
Wanathepsakul, 2006).

A

Comp

Table 6 reveals public infrastructure pr oj ect s most common <corrupt

information on commission rates for each activity and a list of players in this sector which are
involved. The information below also elucidates an important point: ministers, heads of
government agencies, and influential politicians usually reap the largest portion of corruption
rewards; 15% to inflate a project budget and 30% to secure the award of a contract.

19 The Vichitpan Construction Company of the Chawananant family has a joint investment with the Liptapanlop
family and strong business ties with the Sasomsapth family. All these families are influential in Thai politics.
20Taweechat Chulangkul, a major company shareholder, is a nephew of Suriya Jungrungreangkit, the Minister of
Transport at the time.
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Table 6: Commission Rate of Corruption in the Construction Sector in 2000

Activity

Inflating a cost estimate and
project budget by 30%i 50%

Securing/increasing the
chance of winning a contract

Speeding up payment of
construction fee

Obtaining inside information
on a cost estimate and bill of
quantities (BOQ)

Obtaining inside information
on a project design

Extra fixed salary for
government inspectors

Specification rigging®*

Withholding announcement/
confining procurement
information to a small circle

Passing pre-qualification
assessment

Securing the award of a
contract

Obtaining approval for
payment of construction fee

Obtaining approval for using
lower quality
materials/approval for minor
errors

Interpreting contract in favor
of contractors

Obtaining approval for a
deadline extension

Payers

Project Consultants/
Contractors

Project Consultants/
Contractors

Project Consultants/
Contractors

Contractors

Contractors

Contractors

Contractors/
Construction Goods and
Service Providers

Contractors

Project Consultants/
Contractors

Contractors

Contractors

Contractors

Contractors

Contractors

Payment to

Politicians/Head of the
Agency

Ministers/ Head of the
Agency/

Politicians

Financial Officers
(Government Officials)

Cost Estimators
(Government Officials)

Designers

Inspectors (Government
Officials)

Designers/Project
Consultants

Procurement Officers

Procurement Officers

Project Consultant/
Procurement Committee

Project Consultants/
Inspection Committee
(Government Officials)

Project Consultants/
Inspection Committee
(Government Officials)

Project Consultants/
Inspection Committee
(Government Officials)

Project consultants/
Inspection Committee
(Government Officials)

Source: (EIT, 2000)

Rate
(% of project budget)

15%

7%i 30%
20,000 THB (US$560) or
15%

40,000 THB (US$1,120) or
0.1%

40,000 THB
(US$1,135)/month

5,000 THB (US$140) i
40,000 THB (US$1,120)
/month

3% 5%

5%

2%

5% 10%

Accommodation, Travel,
Entertainment Expenses
5,000i 10,000 THB
(US$1401 US$280) /person

20,0007 40,000 THB
(US$560i US$1,120) /month

Positions in private
companies after retirement

10% of construction fee

These powerful and mutually beneficial networks pose difficult challenges for reducing
corruption; furthermore, there are no incentives to report corruption. Sunthin Pasiwamart i
former President of the Federation of Thai Industries, Chonburi Provincial Chapter i
suggested that reporting corruption incurs too high a cost, as corruption investigations are
difficult, time-consuming and can jeopardise the relationship between the reporters and the
accused (Torplus Yomnak, 2015).

21 To specify the character and/or function of the construction or construction materials in favour of a particular

goods or service providers.
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Keyplayers: The 6Five Tigersbo

There are a large number of construction contractors in Thailand, with at least 500 local

companies registered with the Thai Contractors Association. However, the sector is
characterised by a limited number of players who have been able to secure a majority of

government construction contracts. Collusion is common, and is especially an issue in the

transport sector. For example, a group of large cont ract ors KivoTwWmgeasot he
dominated the Department of Highwaysoéprojects for decades by taking turns to win contracts.

These Tiger companies had strong political connections which helped to facilitate their

monopoly of construction contracts. The political ties of each Tiger are outlined below:

Vichitpan Construction is closely connected to the Social Action Party;

See Sang Engineering is known to have support from Banharn Silpa-archa of the
Chat Thai Party;

1 Prayunewit Engineering is closely related to Suwat Liptapanlop of the Chat Pattana
Party;

Italian-Thai Development is also supported by members of the Chat Pattana Party;
Krung Thon Engineer is connected to Somsak Thepsuthin of the Social Action
Party?2.

1
T

= =

In 1997, when there were more projects than the original Tigers could cover, the group was
expanded to include approximately 10 more companies including Chor Karn Chang, Kam
Pang Petch Vivat, and Civil Engineering Company; these new Tigers are also alleged to have
political connections. As a result of this collusion, no matter which company won a contract,
the benefits are shared across the group (Local Development Institute, 2004).

Recommendation 2

SOEs will be responsible for approximately 85% of total infrastructure investment but are
widely reported to be inefficient or poorly managed; CoST should ensure that SOEs
responsible for procuring public infrastructure are actively targeted and included in CoST
implementation in Thailand.

Recommendation 3

Thai roads are reported to be the second deadliest in the world due to poor monitoring
and minimal inspections. CoST IDS should be adapted to include additional parameters
such as the number of fatalities, the number of accidents, accident location and date of
last inspection, to increase understanding and enable identification of relevant remedial
actions.

22 To a lesser extent, Thai Wat Highway Engineering, an affiliate of Krung Thon Engineer, could also be considered
a Tiger.
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Governance in Thailand

Overview of governance indicators

Table 7: Summary of indicators evaluating the governance situation in Thailand

Source

Worldwide
Governance
Index*

(0 = worst; 100 =
best)
(2014)

Human Freedom
Index**

(0 = worst; 10 =
best)
Freedom in the
World***

(0 = worst; 100 =
best)
Corruption
Perception
Index****

(0 = highly corrupt
100 = very clean)

Corruption
Situation
Index****

(0 = worst; 100 =
best)

Global Corruption
Barometer****
(1 = best; 5 =
worst)
Government
Sector
Transparency
|ndex*~k*~k~k
(0 = worst; 10 =
best)

Results

26 i Voice and accountability
177 Political instability and absence of
violence/terrorism
66 1 Government effectiveness
62 1 Regulatory quality
5171 Rule of law
421 Control of corruption

20127 6.73/10, Ranked 86 of 152 countries

20161 32/100

20157 38/100, Ranked 85 of 175 countries

201317 39/100
20147 49/100
20157 55/100

2010/11 7 Government agencies (3.7), police
force (3.6), political parties (3.6), and military
(3.5)

6.6/10 in 2012

Analysis

Poor governance level, even after
the establishment of the National
Anti-Corruption Commission
(NACC) in 1999

Low level of freedom, below the
world average

Not Free

Low score, always below the world
average

Corruption level is moderate, but
improvement is considered
insignificant

Corruption level is high, seen as
most pervasive in state institutions

Low transparency in Government
Sector

Source: World Bank*, Cato Institute**, Freedom House***, Transparency International**** University of the Thai

Chamber of Commerce (UTCC) (2013-2015), ***** NACC (2012)

As shown in Table 7, the lack of good governance has been a severe problem in Thailand for

many years. The most direct indicator of this issue isthe Wo r | d

Index (WGI). As can be seen in Figure 5.1, from 1996 to 2014, there was a visible decline in
four of the six components; namely, voice and accountability, political stability and absence of
violence/terrorism, rule of law, and control of corruption. In particular, the control of corruption
has gradually deteriorated, even after the establishment of the NACC in 1999. This is due to
the continuous attempts of the military regime and the business-politics nexus to create and

maintain power.
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On the particular issue of freedom, the Human Freedom Index (HFI)%, is a comprehensive
indicator which reflects the level of absence of coercive constraint. Its most recent report in
2012 showed that Thailand had a score of 6.73 out of 10, ranking it 86" out of 152 countries
evaluated that year. This score is below the world average of 6.96 and looking at SEA
countries, of all 7 countries evaluated, Thailand ranked fourth behind Indonesia, Cambodia
and Brunei and just before Malaysia, Vietham, and Myanmar. This reflection is consistent with
the 2016 Freedom in the World FIW)? indicator which gave Thailand a score of 32 out of 100
and rated the country as 6 No t . Fhe enairbreason FIW provided such a result was the
political suppression by the current military Junta which seized power in 2014 (Freedom
House, 2016).

Several other well-known governance and corruption indicatorsalsopoi nt t o Thai |l and
of good governance and pervasive corruption. The Corruption Perceptions Index (CPI) is the

indicator most often referred to in academic research and the media. Most recently in 2015,

Thailand scored 38 out of 100 (equivalent to 3.8)%, the highest score it has ever received,

ranking it 7 6out of a total 16 8countries and territories. However, 38 is still a low CPI score,

as it is below the world average of 42.57. In terms of variation, as shown in Figure 5.2,

Thail andds spaaychamgedi i comphrison, the countries neighbouring Thailand

T such as Indonesia and the Philippines i have gradually improved their situations. Taking a

wider view, as shown in Figure 5.3, Thailand has never surpassed the CPI world average, and

the score distinction is even more appalling when compared with OECD countries.

I n additi on, CPI i s oft en(Urae20@ rprdg dsitacoumalates,6 The Poc
combines and boils down the results of other corruption indicators into one number for each
country. Thailandés poor 2015 CPI score was de
indicators:

1 World Justice Project Rule of Law Index (26/100), whi ch accesses the ¢
adherence to the rule of law in practice;
1 Political Risk Services International Country Risk Guide (31/100), which focuses on
political corruption and close ties between politics and business;
1 IMD World Competitiveness Yearbook (38/100), which investigates the effects of a
nat i on épslitical and €conomic climate on corporate competitiveness;
1 Economist Intelligence Unit Country Risk Ratings (38/100), which provides in-depth
and timely analysis of the risks of financial exposure.

These indicators show that there is a problem with governance in Thailand across a wide
spectrum from the rule of law to business competitiveness. This is a serious threat to the
development of the country (Aidt, 2009, p. 4; Buchanan and Tullock, 1965; Rose-Ackerman,
1999; Shleifer and Vishny, 2002, 1993).

23 HFI is developed by the Cato Institute, the Fraser Institute, and the Liberales Institut at the Friedrich Naumann
Foundation for Freedom.

24 FIW is developed by the Freedom House. It assesses the real-world rights and freedoms enjoyed by individuals,
rather than governments or government performance per se.

251n 2012, Tl changed the CPI calculation method, making the indicator better reflect the actual corruption situation
in individual countries and enabling the CPIs from different years to be compared (time series). The new calculation
method changed the scoring range from 0-10 to 0-100.
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Figure5.1:Compari son of WGI

Indicator

Voice and Accountability

Political Stability and
Absence of
Violence/ Terrorism

Government Effectiveness

Regulatory Quality

Rule of Law

Control of Cormuption
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Figure 5.2: CPI percentile rankings of ASEAN countries between 2004 and 2014

100 : : 4 .___‘——\| A .

90
80
70
60

50

score

40

30

20
10 /C‘hJ \T

oL O — O e O O—

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

e |NONESiA ===l MalaySia e=e= SiNngapOore === Philippines===#== \/ietnam

Cambodia Laos == ¢== Thailand

e \yanNmar e Brunei

Source: Transparency International

Figure 5.3: Comparison of CPI Scores for Thailand, OECD Countries, and the World
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Source: Transparency International
In Figure 5.2, it can be seen that Thailandés CPI perc

2013. This does not necessarily mean that there was any particular event or incident which
severely impacted corruption perceptions in Thailand. As shown in Figure 5.3 in fact,
Thai | 2003dC®Igaw score reduced only slightly; the lower ranking could be explained in
part by the success other countries had over the same period in countering corruption.
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Oversight

Although, efforts have been made to address corruption in Thailand, much more needs to be
done. The NACC is the main organisation responsible for investigating and preventing
corruption. The organisation is prescribed by the constitution; and has been equipped with
various tools to bolster its ability to monitor and investigate all public officials and agencies,
including state enterprises. The NACC®& power has been further enhanced by the Organic Act
on Counter Corruption 1999 (Torplus Yomnak, 2015).

However, the NACC has yet to live up to its full potential. After widespread criticism of its
failure to prevent corruption in a number of cases, including the Klong-Darn Wastewater

Management Project, the NACC redirected their efforts towards a mor e Oporoacti v

0 p r e v e appradch. Mowdver, this has yet to deliver satisfying results. The NACC remains
optimistic about its new corruption prevention measures, arguing that such measures need
time to mature. However, unless the socio-political environment detailed in the previous
Chapter, is taken into account, the NACC will be ineffective in its actions.

Case Study 3: Klong-Dan Project (1995)

Klong-Dan Project was officially initiated in 1995, when an international infrastructure engineering company,
hired by the Asian Development Bank (ADB) suggested that two wastewater treatment plants were needed on
the Chao Phraya River estuary. However, when the project was launched, the two plants were merged into
one and relocated 20 km away. This increased the project budget by 80%, from 12.7 billion THB (US$360
million) to 22.95 billion THB (US$650 million) also jeopardised the purpose of the project. By the end of the
project, 20 billion THB (US$567 million) was spent on the plant, much of which was allegedly looted, and due
to the inappropriateness of the new location, the plant is not operational (Torplus Yomnak, 2015). Although
many culprits were convicted, Wattana Asawahame, the Deputy Minister of Interior who was the main
responsible person, fled the country before conviction. Due to the lack of transparency, the NACC could only
target the land purchase scandal and other contract irregularities and the massive corruption in the construction
project remained untouched (The Nation, 2003).

In addition to the NACC, there are three oversight agencies who also have a role to play, not
only in fighting corruption but in monitoring and supervising performance of public institutions.
These are:

i Office of Auditor General (OAG), an independent organisation that audits the public
budget;

1 Ombudsman of Thailand, which investigates general complaints against public
officials;

1 Public Sector Anti-Corruption Commission (PACC), which investigates the corrupt
practices of low and mid-level government officials;

However, these anti-corruption agencies, including the NACC, must rethink their strategies.
The oversight agencies are investigative in nature. However, relying solely or primarily on
investigative functions without adequate enforcement will not deliver effective results.

Furthermore, these agencies, especially the NACC and the OAG, have been criticised for their
lack of transparency. They have consistently failed to disclose their Annual Reports in a timely
manner (Deunden Nikomborirak et al, 2015). The most recent Annual Report was published
in 2014. This is due in part to constitutional limitations; according to the 2007 Constitution, the
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NACC and OAG Annual Reports must be approved by Parliament before disclosure to the
public. However, the timeframe for Parliamentary scrutiny and approval is not stipulated.

The NACC has also rejected requests for information from news agencies; for example, the
NACC rejected Isranews?® request for information on the investigation into the National
Broadcasting and Telecommunications Commission (NBTC) alleged collusion with mobile
operators on the auction of 3G mobile licences (Bangkok Post 2014, Isranews 2015). In 2016,
NACC al so r ej ec terehuest foathePdisbldsirec af the base price of the
Rajabhakti Park Construction Project, which is of great public interest due to the alleged
misuse of public funds involving several high-ranking members of the military government
(Southeast Asian Press Alliance, 2016).

In addition to improving enforcement, strategic measures for early detection or prevention of
corruption or ot her 6bad beh dig sitoation pershupanl d b e
opportunity for initiatives such as CoST; greater transparency can help uncover corruption,
inefficiency or mismanagement and heighten pressures on government to improve.

Governance and public participation in public infrastructure
Freedom of Speech, Association and Assembly (Freedom House, 2016)

Since taking power in 2014, freedom of speech in Thailand has deteriorated significantly due
t o t he g o systematioase of éensorship, intimidation, and legal action. Surveillance
of citizens and media outlets who are critical of the government or deemed insulting to the
monarchy, is commonplace. This has often led to interrogation or intimidation sessions known
as fAattitudde (aMrjeuesdtome nHosuse, 2016)

In addition, politicians and companies often use defamation as a tool to silence opponents,

critics, and activists (Ibid.). Defamation is a criminal offense and carries sentences of up to
twoyearsé6 i mprisonment o MHBaUSS5600, ordodth (Beptiont3@8, 200, 00
Thai Criminal Code).

Case Study 4: Contamination of water supply (2015)

In December 2015, Tungkum Ltd, a mining company filed criminal defamation charges against a 15-year-old
student over remarks made in an interview with the Thai Public Broadcasting Service (Thai PBS). During this
intervi ew, t he school gi rties were eontaméndtingtthe avater suppdy in fher village s
Al t hough the governmentds 2014 official communi cat
for Human Rights confirmed that t he wat er yanide, cadimiem, s
and manganeseo, the government maintained that the
company also sued Thai PBS, seeking 50 million baht (US$1.4 million) in damages and a five-year suspension
of its broadcasting license (Fortify Rights, 2015).

As a result of these restrictions, online censorship and self-censorship are common. Many
media outlets, including previously outspoken newspapers have been comparatively subdued
since the coup. For example, Thai publishers of the New York Times refused to publish a front-
page story in September 2015 because it involved discussions relatingtoKi ngés heal t h (

26 |sranews is a leading Thai online investigative news agency.

27 ThaiPublica is an online investigative news outlet
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Guardian, 2015). The issue was considered too sensitive for publication. At the end of 2015,
the New York Times announced its decision to stop publishing its international editions in
Thailand (Benar News, 2015).

These controls on freedoms of speech and expression are not limited to citizens or the media.
Academic freedom is also restricted; government permission is required to hold university
discussions and seminars on topics regarded as politically sensitive. Additionally, these
events are subject to monitoring and could be cancelled by the authorities. Furthermore,
academics have been placed under surveillance and may be summoned for questioning, or
receive home visits by security officials. Universities have also been pressured to adjust their
curriculums to favour more patriotic themes and discourage anti-coup activism (Freedom
House, 2016).

Although Thailand has an active civil society, groups working on human rights or freedom of

expression issues, face restrictions. The National Council for Peace and Order (NCPO) often

claim that these activities violate national laws relatingtop ol i t i cal gat huablici ngs, ¢
di st ur b &émnune 20150 the Thai Lawyers for Human Rights panel session aimed at

discussing human rights in Thailand since the coup, was cancelled at the last minute (Amnesty

International, June 2015). Itwasc |l ai med t he eveatsaevadi Sitlddkeadryc ¢ @
In another 2015 example, security officials actively monitored seminars on various issues

including Lesbian, Gay, Bisexual, and Transgender (LGBT) rights, and environmental issues.

Cautions are sometimes issued to event organisers ahead of such events, reminding them

not to oppose NCPO policies (Freedom House, 2016). In spite of these restrictions, it is

extremely important for civil society to continue working with local citizens, including vulnerable

groups, to champion their rights. Historically, farmers, hill tribe indigenous people and

fishermen have had their livelihoods threatened by government infrastructure projects which

were serving the growing wave of industrialisation. Wi t hout <civil societyds
would not have been heard. Below are two examples of civil society activism in Thailand:

Case Study 5: Nam Choan Dam (1982)

In 1982, campaigners rallied against the gover nme
Naresuan Wildlife Sanctuary, part of the largest forest in SEA. The campaign was a vigorous, collaborative
effort between villagers, environmentalists, and rural Non-Governmental Oragnisations (NGOSs). The villagers
had concerns about the dam including: possible displacement of local peoples; the destruction of the forest
(an essential element of their economy); and, environmental impacts including a change in local climate and
decreased rainfall. Environmentalists were criticeée
rural NGOs 1 such as New Tang Chumchon and the Project for Ecology Recovery i opposed the transferring
of resources from rural to urban communities. The media also played an important role in gaining public
attention for the movement. Several well-known campaign journalists consistently brought attention to the case
to ensure maintained public interest and popular singers wrote songs in support of the fight. This large scale,
diverse movement successfully pressured the government into canceling the Nam Choan Project in March
1988 (Pasuk Phongpaichit and Baker, 2002).
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Case Study 6: Expansion of Highway 219 (2001)

In 2001, the villagers of Sa-Tuek District in Buriram Province, north-eastern Thailand, protested against a state
project to expand Highway 219. This project included the reconstruction of the Sa-Tuek Bridge over the River

Mun. The villagers had not been consulted or even
They subsequently discovered that the Department of Highways planned to replace the existing bridge with a
new bridge that was si x meters higher, resulting in the

bisecting the community. This plan would also have obstructed the transportation of agricultural products, as
the bridge would have been too high and unsuitable for the mini-tractors used by villagers. The villagers joined
forces with NGOs and environmentalists; in addition to the above mentioned impacts, they also argued that
the project would result in significant air pollution in the surrounding areas. It was emphasised that objections
were not to the project as a whole, but instead that specific elements of its design would have negative social
and environmental impacts (Piriyarangsan et al., 2004). Despite various attempts to voice concerns to the
government, the villagers were only able to delay construction for two years.

Despite this activism, modern day civil society still faces a number of challenges including a
lack of experience and resources to effectively monitor and scrutinise public projects. They
remain too small in size and number which limits their ability to effectively challenge
entrenched social norms. Therefore, it is crucial that collaboration amongst these anti-
corruption actors is strengthened in order to enhance impact. In this regard, there is an
opportunity for international initiatives, such as CoST, to provide capacity building training and
other tools to strengthen civil society.

Freedom of Press

Broadcast media in Thailand has traditionally been dominated by state entities;t he countr vy o :

free-to-air television stations and the roughly 700 officially registered radio stations were
traditionally controlled by state entities such as the armed forces and police. The media
landscape was reshaped in 2013, when commercial digital terrestrial television licenses were
introduced and ended the oligopoly oft he count r yueshamelsx Havavar] tioeg
digital transition process still favoured major players with the resources and market share to
run a successful broadcast station in a newly competitive sector. The dominance of state-
controlled media has also been undermined in recent years by cable, satellite, and internet-
based television, and the growth of community radio. Thailand has six analogue terrestrial
television channels, 24 commercial digital terrestrial channels, and 661 cable, satellite, and
online television services. There are also 3,000-plus community radio stations and more than
a dozen national newspapers. In addition, digital television spectrum space has been set aside
for 12 national public-service channels and 12 regional community channels.

Despite these encouraging developments, press freedom in Thailand has deteriorated
significantly; Freedom House r at ed 6ilP20ks The
military Junta, established as the NCPO regime has actively clamped down on press
freedoms, including enforcing strict defamation and Iése-majesté laws, banning criticism of its
rule, and shutting down media outlets.

Since the coup, the government has shut down or blocked thousands of websites it has
deemed offensive or inappropriate (Reuters, 2016). In 2015, two media outlets 1 Peace TV
and TV 2471 were shut down for allegedly airing programmes critical of the military government
and threatening national security (Freedom House, 2016). Some of these media outlets,
including Peace TV, have since resorted to online-only distribution (lbid.).
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However, new measures to further restrict media freedoms were introduced in December
2016, when a bill amending the 2007 Computer Crimes Act was unanimously approved by
parliament (The Diplomat, 2016). This amendment will heighten surveillance, facilitate data
interception and greater censorship including the blocking of websites. In spite of this, Thai
government websites have been actively targeted by hackers in acts of protests. As a result,
nine hackers were arrested (Security Week, Dec 2016).

Case Study 7: Pravit Rojanaphruk and social media

In September 2015, journalist Pravit Rojanaphruk was detained in connection with Tweets and Facebook
comments that questioned the legitimacy of the Junta (Prachatai English, 2015). During his detention, he was
isolated in solitary confinement. Pravit was released after three days upon signing a declaration vowing not
to work for any anti-coup movement. He resigned the day after his release, following 23 years at the Nation,
reportedly under pressure from the paper (Bangkok Post, 2015). This was not the first time Pravit had been
det ained:; he had previously been summoned for fat
after the coup in 2014 (Freedom House, 2016).

Veteran journalist Pravit says military ill-treated him during detention”. Pratchatai English. 2015-09-17. Retrieved 19
September 2015.
"Nation journalist Pravit quits after detention". Bangkok Post. 2015-09-17. Retrieved 17 September 2015.

In terms of print media, the majority of print outlets in Thailand are privately owned, either by
large conglomerates and prominent families, often with political ties. Although these are, for
the most part, privately owned and in theory, subject to fewer restrictions than broadcast
media, the publications often take a clearly partisan political position.

Recommendation 4

Civic space in Thailand is limited; CoST must engage the government to lobby and
advocate for greater opportunities for citizen participation. One ready-made opportunity
is the CoST multi-stakeholder approach which provides safe space for dialogue between
government, industry and citizens.

Recommendation 5

Civil societies in Thailand are relatively small in size and number, and lack resources,
expertise and experience to effectively engage with the government. CoST should
include dedicated activities to build civil society capacity to strengthen demand for
information and enable monitoring of projects.
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Recommendation 6

Given the limited press freedoms in Thailand, coupled with the prevalence of state-
controlled media agencies, CoST implementation must include a programme for building
the capacity of the local press and media. This should centre on the importance of
integrity and objectivity in reporting and investigative journalism. Media officials must
be made the understand their duties and responsibilities in disseminating information to
citizens. CoST should also work with the media to advocate for greater freedom of
press.

Recommendation 7

In Thailand, enforcement of regulations is often weak. CoST should partner with the
existing oversight agencies such as the NACC, OAG, PACC and others, to share data,
highlight discrepancies and support their efforts to monitor public infrastructure projects.
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Public infrastructure transparency policy and
practice

In the Open Budget Survey 2015 (International Budget Partnership, 2016), Thailand was one

of the worst among the ASEAN528, achieving a score of just 42/100 on transparency (see

Appendix1). I n further analysis, though Thailand recei
oversight by state auditors, it has weak budget oversight by legislature (30/100) and limited

public participation (42/100).

Thailand has made efforts to work with international partners to strengthen its transparency
framework, including its membership to CoST and ratification of the United Nations
Convention against Corruption (UNCAC).

In 2015, the military government via the National Anti-Corruption Committee, confirmed the
relevance and applicability of leading international initiatives focused on transparency and
good governance, namely CoST, the Open Government Partnership (OGP), and the
Extractives Industry Transparency Initiative (EITI). However, of these initiatives, Thailand is
only currently an official member of CoST.

Transparency in Theory

Today in Thailand, there are eight laws which regulate public sector transparency and
disclosure of information. These are:

Official Information Act 1997 (OIA 1997)

NACC Act 1999

Land Expropriation Act 1987

Cabinet Resolution of 20 April 2011 on Obligation of Government Agencies to
disclose information on their website according to the Section 9 (3) and 9 (8) of the
OIA 1997.

Regulations of the Office of the PM on Procurement 1992 (ROPMP 1992)
Regulations of the Office of the PM on Public Consultation 2005

Regulations of the Office of the PM on Electronics Procurement 2006 ROPMeP
2006)

8. The Official Letter of the Ministry of Finance of 22 August 2012 on Guidelines on
Disclosure of Government Reference Costs of Construction Works.

SN S

Noo

Table 8.1 shows that most of these transparency laws are under the authority of the P M6 s
Office. Among the transparency laws, the OIA 1997 is the main Access to Information law in
Thailand. It requires the disclosure of information across the project lifecycle but excludes
long-term maintenance and operation. The law is applied to all public agencies, including
SOEs and local administrations. In addition to the OIA 1997, there is also the ROPMP 1992
and the ROPMeP 2006 which are the main procurement laws requiring PEs to disclose
information on projects.

28 pPlease note, Singapore is not included in the Open Budget Survey assessment.
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Table 8.1: Thai laws and regulations on transparency in public infrastructure projects

Project phases covered by the
law/regulation.

Laws and regulations Enforcer : .
Project Procurement Construction
preparation phase
. The National Anti-Corruption
Commission Act of 1999 (NACC Act NACC \%
1999)
Office of
- . Information
. (1352(?;“ Information Act 1997 (OIA Commission Vv Vv v
(OIC), PM
Office
. Land Expropriation Act 1987 PE \%
. Cabinet Resolution of 20 April 2011 Office of
on Obligation of Government Information
Agencies to disclose information Commission \% Vv
according to the Section 9 (3) and 9 (OIC), PM
(8) of the OIA 1997 on their website. Office
. Regulations of the Office of the PM .
on Procurement 1992 (ROPMP ocfi?ﬁa'\r"]g‘e's"y Vv
1992)
Office of the
6. Regulation of the Office of the PM on  Permanent v
Public Consultation 2005 Secretary, PM
Office
7. Regulations of the Office of the PM -
on Electronics Procurement 2006 ng'B:IiDﬁal\:ll?éstry \%
(ROPMeP 2006)%°
8. The Official Letter of the Ministry of
Finance of 22 August 2012 on Ministry of
Guideline on Disclosure of : y \%
Finance

Government Reference Costs of
Construction Works.

Thai law mandates a minimum level of transparency for public infrastructure projects. The OIA
1997 and its subordinate regulation (Ol C6s Announcement
to disclose a summary list of monthly procurement activities into the public domain; this applies
to contract awards, both competitive bids and concession agreements. According to the
Cabinet Resolution of 20 April 2011, this must be published on their respective websites.
Section 8 (3) of the ROPMeP 2006, which applies to procurement projects worth more than 2
million THB (US$56,000), mandates the disclosure of project ToRs on PE websites and the
centralised procurement portal (www.gprocurement.go.th) for at least three consecutive days
to allow for public comment. However, contracts are not explicitly required to be publicly
disclosed. In practice, public agencies and contractors are very concerned about sharing trade
secrets or sensitive information so this type of document is unlikely to be made available.

According to the Electronic Government Agency (EGA), procurement projects of SOEs and
the local administrations accounted for 9.2% and 11.6% respectively of the total value of the
Thai g ov eproourementtini?816 (688.2 billion THB (US$19.5 billion))*. However due

29 ROPMeP 2006 only applies to projects worth more than 2 million THB (US$56,000).

%  See EGAO s webgite, n dThaiagnd
https://govspending.data.go.th.

g oV er n mmcker Government Spending:
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to the highly decentralised nature of public procurement in Thailand. The ROPMP 1992 and
the ROPMeP 2006 do not apply to the 56 SOEs or local administrations, which are governed
by a different set of regulations. The rationale for this is:

1 SOEs are subject to stringent internal oversight by their respective Boards of
Directors, whilst central public agencies are overseen by the Central Procurement
Committee that only intervenes when PEs have problems interpreting procurement
law and/or receive project-related complaints; and,

1 SOEs have the authority to manage higher budgets, in comparison to ministry
departments. For example, the Managing Director of AOT can approve a
procurement project of 75 million THB (US$2.1 million) whilst a Director-General
of a ministry department only has the authority to approve projects valued at 50
million THB (US$2 million).

In principle, these flexibilities enable SOEs to compete with private companies, especially
those in industries such as banking (Krung Thai Bank) and aviation (Thai Airways). However,
this may be a pretext to avoid checks and balances. Nonetheless, large SOEs that are listed
on the stock market, such as PTT (oil and gas), Krung Thai, Thai Airways, AOT and Mass
Communication Organization of Thailand (MCOT), must comply with the Stock Exchange
Commission (SEC) rules which require publication of annual and financial reports.

As for the Local administrations, these are overseen by the Ministry of Interior, specifically the
Department of Local Administration. This is the result of decentralisation priorities rather than
any avoidance of transparency. Furthermore, the structure and provisions of the procurement
law of local administrations do not differ from those of the ROPMP 1992.

Land expropriation deserves special mention as an important issue that requires greater
transparency. For many new public infrastructure projects, land expropriation may be
unavoidable. The 1987 Land Expropriation Act (Section 7 and 28) stipulates that a PE must
issue an announcement, in advance, to inform the local population about the proposed project
in their area and their rights to compensation®!. The land expropriation plan must be published
at city hall, the offices of the project owner and the land office. They must also issue a royal
decree (a subordinate law to an act) in order to expropriate lands, which must be published in
the Royal Government Gazette (Ratchakitchanubeksa). The law does not specify any
requirements for online disclosure. Ol Cés Announcement prbvides The
transparency standard and key performance indicators for compliance with Section 9 (8) of
the OIA 1997. According to Section 1 (7) and 1 (8), PEs must publicly disclose an on their
websites internal audit reports and other relevant reports such as OAG reports. However,
these requirements often do not go far enough. Furthermore, there have been instances, as
seen in the previously mentioned Songkhla Deep-Sea Port project, where projects have gone
ahead despite the existence of significant resettlement or social impacts on the local

This analysis of EGA is based on CGD data. It covers procurement projects within the 2015 fiscal year (October 1,
2015 to September 30, 2016). The SOEs mentioned here include only those which are not listed on the stock
market. As such, five SOEs i PTT (oil and gas), Krung Thai Bank, Thai Airways, AOT and MCOT i are excluded
as they are listed on the stock market and do not report directly to the CGD.

31 The owner of the expropriated properties or lands will be informed to come to receive the compensation. Should
the owner of the expropriated properties or lands consider the compensation to be inadequate, they can file an
appeal with the Minister in charge of issuing the land expropriation decree for a reassessment of the compensation.

Januar

Ifthelandowner i s still di ssatisfied following the Ministeros

Court (Bangkok Post, 2012). According to the Statistics Department of the Administrative Court, 11,815 complaints
on the land expropriation were filed to the Administrative Court from 2007 to 2016, or 1,182 complaints per annum
accounting for 18% of the total number of complaints filed to the Administrative Court.
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community. Table 8.2 below shows a comparison between Thai legal disclosure requirements
and CoST IDS.
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Table 8.2: Thai legal disclosure requirements in comparison to CoST IDS

Information to be disclosed

Last updated

Reference number
Project owner

Sector, Subsector
Project name

Project Location

Purpose

Project description

Project Scope (main output)

Environmental impact
Land and settlement impact

Contact details
Funding sources

Project Budget

Project budget approval date
Project status (current)
Completion cost (projected)
Completion date (projected)
Project Scope at completion
(projected)

Reasons for project changes

Reference to audit and
evaluation reports
Information to be disclosed

Last updated
PE

PE contact details
Procurement process

Contract type
Contract status (current)
Number of firms tendering

Cost estimate

Contract administrative entity
Contract title

Contract firm(s)

Contract price

Contract scope of work

Contract start date and contract
period (duration)

Variation to contract price
Escalation of contract price
Variation to contract duration
Variation to contract scope
Reasons for price changes

Reasons for scope and duration
changes

Total # of data points required by law
Percentage of data points required by law
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PM Of ficeds

Proactive

Not required

Not required

OIA 1997 / Regulation of the PM Office on Public
Consultation 2005

Not required

OIA 1997 / Regulation of the PM Office on Public
Consultation 2005

Not required

OIA 1997

OIA 1997

ROPMeP 2006/01 Co s
January 2016

ROPMeP 2006/ 01 Co s
January 2016

Land Expropriation Act 1987

Not required

OIA 1997 / Regulation of the PM Office on Public
Consultation 2005

OIA 1997 / Regulation of the PM Office on Public
Consultation 2005

Not required
Not required

Ol C6s Ann oaf27c)@nuaey 2416
Ol Cds Anno of@tJanueeyr2016
Ol C6s Ann oaf27c)anuaey 2416
Ol Cds An n oafd7c)annae 20416
Ol C6s Ann oaf27c)anuaey 2416

Proactive
Not required

Ol Cds An n oaf b6clannaey 2416
Ol Cds An n oaf b6clanvaey 2016
Ol Cds An n oaf b6clannaey 2416

Not required
Not required

Ol Cds An n oaf b6clanoaey 2016

NACC Act 1999 (Section 103/7) / NACC Guideline -
on reference price disclosure / Official Letter of the

Ministry of Finance of 22 August 2012
Not required

Ol Cds An n oaf b6clannae 2416
Ol Cds An n oaf b6clanvae 2016
Ol Cds An n oaf b6clannae 2416

NACC Act 1999 (Section 103/7) / NACC Guideline
on reference price disclosure / Official Letter of the

Ministry of Finance of 22 August 2012
Not required

Not required
Not required
Not required
Not required
Not required
Not required

23
58%

Annoaf@7c e men -

Annoaf@7c e men -

Required by law/policy

Upon Request Channel

Not required -

Not required -

- project owner's
website for public consultations*

Not required -

- project owner's
website for public consultations*

Not required -

- project owner's website
- project owner's website
project owner's website

project owner's website

- PE's site, city hall, land office/ the
website of the Royal Gazette**

Not required -

- project owner's
website for public consultations*

- project owner's
website for public consultations*

Not required -
Not required -
- project owner's website
- project owner's website
- project owner's website

- project owner's website
- project owner's website

Required by law/policy
Upon Request Channel

Not required -

= project owner's
website/www.gprocurement.go.th

= project owner's
website/www.gprocurement.go.th

= project owner's
website/www.gprocurement.go.th

Not required -

Not required -

= project owner's
website/www.gprocurement.go.th

project owner's
website/www.gprocurement.go.th

Not required -

- project owner's website
- project owner's website
- project owner's website

Not required project owner's website/
www.gprocurement.go.th

Not required -

Not required -
Not required -
Not required -
Not required -
Not required -
Not required -

0%

we b s i t ewwipobliccopsultation.opm.goghn s ul t ati ons

** The website of the Royal Gazette is http://www.mratchakitcha.soc.go.th


http://www.publicconsultation.opm.go.th/

In comparison to the CoST IDS, current Thai laws only require PEs to disclose 23 of the 40
CoST IDS data points; this is equivalent to 58% of the CoST IDS. The channels for disclosure
include PE websites, the PM Officed website and city hall amongst others. The remaining 17
CoST IDS data points are not required to be disclosed by law. Given that CoST requirements
are more stringentthan T h ai | a n d dnfrastaicturertransparency regulations, there is a
strong case that CoST can augment existing national transparency efforts. The OIA 1997 will
be a starting point for CoST, as it already mandates the disclosure of almost 50% of the CoST
IDS and is also applicable to SOEs.

Transparency in Practice

Although there is an existing framework for transparency, compliance with existing laws and
regulations is an issue. In 2013, TDRI conducted a survey of 59 SOEs to assess online
disclosure compliance at the procurement stage®? (see Appendix 2 for methodology). The
survey shows that 8% of SOEs (totalling 4 SOESs) disclosed no procurement information on
their website. According to the survey, 25% of SOEs disclosed invitation to bid
announcements, ToRs, and reference price; however, no procurement summary lists were
available on their websites. In cases where PEs failed to disclose information in compliance
with the law, a complaint can be filed with the OIC Office. Nonetheless, the Office has no
authority to impose a sanction against the public agencies or their officers; it can only send its
recommendation and remarks to the head of the agency involved.

In this final section of the study, twenty sample public infrastructure projects have been
assessed to measure their compliance with both national requirements and the CoST IDS. All
projects within the sample are SOE projects as SOEs, especially the SRT (railways) and the
MRT (urban railways), are, or will be, the main owners of large public infrastructure projects
in the next 10 years. The projects were drawn from 13 SOEs spanning three public
infrastructure sectors: transportation and logistics (12 projects), power (five projects) and
water management (three projects) (see Figure 6.1). The 20 projects are comprised of 12
recently completed®® and eight ongoing public infrastructure projects®, each with an
investment budget of five million THB (US$140,000) or more. A full breakdown of the projects
in the sample assessment is provided in Appendix 2.

Figure 6.1: Sectors of infrastructure and numbers of projects surveyed in sample

Water

management, 3_,///‘
Power, 5 Transportation

and logistics, 12

Unit: projects

2This 2013 survey included 57 SOEs under PTS EXplOoatisn andv er si ght
Production Public Company Limited, a holding company of the PTT, and Suksapan, stationery and educational

instrument provider of the Ministry of Education. In 2016, two SOEs were merged to establish the Rubber Authority

of Thailand, bringing the number of SOEs down to 56.

33 This refers to projects completed less than two years ago; please see Appendix 3 for project status information.

34 Eight ongoing projects have been included in the sample due to their strategic importance in Thai infrastructure

or relevance to CoST Thailandd s i mp | e midthotigh théiroongoing status could be deemed to affect

compliance rates, only six CoST IDS data points are inapplicable prior to completion; furthermore, these data points

are not required for disclosure under Thai law. In theory, once the ongoing projects are completed, their compliance

rates could increase. However, CoSTOs previous experience
compliance tends to be highest in the early project stages and lowest at the later stages. This is also evidence by

the 12 ongoing projects in this sample assessment, who have disclosed no information on these six data points.
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Figure 6.2: Percentage compliance of projects with legal requirements and CoST IDS
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From Figure 6.2, it can be seen that the average compliance rate with legal requirements
across all twenty projects was 27% and compliance with the CoST IDS was 24% on average.
The projects with the greatest level of compliance with legal requirements are the Railway
Track Rehabilitation Phase 5 and Phase 6; with compliance rates of 57% and 52%
respectively, they are both almost two times more compliant with legal requirements than the
average project. With regards to the CoST IDS, the compliance rate is slightly lower at 43%
and 40% respectively; however, both projects still exceed the average project CoST IDS
compliance rate.

There are five projects that have remarkably low levels of transparency compliance; the
Motorway, Wang Noi Power Plant, Phra Nakhon Nuea Power Plant, Expansion of Tanks for
New Petrochemical Products, Wastewater Treatment Stations projects all attained only 9%
compliance with legal requirements and 8% with the CoST IDS. Three of these projects are
from the power sector, with Wang Noi Power Plant and Phra Nakhon Nuea Power Plant under
the Electricity Generating Authority of Thailand SOE. The remaining two poorly performing
projects are from the transport and water sectors.
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Looking at the three sectors included in the analysis, Figure 6.3 shows the average level of
compliance across water, power and transport and logistics with both legal and CoST IDS
requirements. At sector level, transparency is weak with the greatest compliance for the
transport and logistics sector still only reaching compliance levels of 33% and 30% with legal
requirements and the CoST IDS respectively. There is least transparency in the power sector;
nonetheless, the distinction is minimal and levels of compliance are only just below those of
the water sector.

Figure 6.3: Average percentage compliance across sectors with legal requirements

and CoST IDS
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Moving from sector to SOE performance, Figure 6.4 explores the average compliance across
the 13 SOEs sampled, with both legal and CoST IDS requirements. The most compliant SOE
was Metropolitan Rapid Transit, with an average 48% compliance rate with legal requirements
and 40% with the CoST IDS. In comparison, Wastewater Management Authority, PTT Tank
Terminal Company Limited and Department of Highways were the least compliant SOEs;
these SOEs returned an average compliance rate of just 9% compliance with legal
requirements and 8% with the CoST IDS. As previously discussed, average project
compliance in the water sector with legal requirements and the CoST IDS is very low at a rate
of 19% and 17% respectively. Average project compliance rates in the transport and logistics
sector is relatively high and it should be noted that the SOE Bangkok Metropolitan exceeds
the transport sector average with compliance rates of 39% and 33% respectively.
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disclosure. Overall,

Figure 6.4: Average percentage compliance across SOEs with CoST IDS and legal
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As mentioned previously, just 23 of the 40 data points (58%) are legally required for proactive
is disclosed such as project owner,
sector/subsector, hame, location, project purpose, description, scope and status. However,
the more crucial pieces of information listed below are rarely disclosed:

1 Environmental impacts report and land and settlement impact report;
1

Completion cost (projected) and reasons for project changes, reference to audit

and evaluation reports;

T
T

Procurement process, number of firms tendering, cost estimate;
Contract status, contract type and variation to and escalation of contract price,

variation to contract duration and variation to contract scope; and,
1 Reasons for price changes and scope and duration changes.

and published in
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Please see Figure 6.5 for a complete overview of the disclosure rates in relation to each of the
40 CoST IDS data points. However, it should be noted that although a lot of information is
often missing from PE websites, project progress is normally disseminated through the media
PEsd® annual report






