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Executive Summary

The Thai Public Sector and the Country’s Future Development

Thailand's Future Development

In celebration of the Golden Jubilee of His Majesty King Bhumibol Adulyadej the
Great's accession to the throne, many activities have been held looking back over Thailand's
development over the past half century. It is clear that Thailand has made substantial progress
during that period. Even though major problems remain, all Thais can be proud of the
country's past development success. At the same time, in 1996, the Thai economy
experienced major setbacks, with export almost stagnant, low economic growth, and high
current account deficit. The situation in 1996 is a sore reminder that, while the country has
been successful in the past, there is no guarantee that success will be automatically
forthcoming in the future. In particular, the world economy is ever more competitive, with
rapid changes, while at the same time, the Thai public sector, which used to be an important
source of underlying strength for the country's development, has become much weaker than in
the past.

In spite of the current setbacks, Thailand still has plenty of potential for successful
future development. Many factors point to this, such as the country's unique socio-cultural
characteristics built upon the precept of the "middle path" and friendship to all; the strategic
economic location of the country; the importance attached to the maintenance of economic
stability; the diversity and strength of the private sector; and the quality of agricultural
resources. Because of these factors, Thailand has set in its Vision 2020 to strive to become a
developed country by that time, with per capita GDP expected to reach about US$ 12,000 (in
1993 dollars), close to New Zealand's current level of development.l Five strategies were
put forward to achieve the goal. These are 1) educational improvement and reform, 2)
prevention of severe social crises, 3) sustainable economic development, 4) political and
public sector development, and 5) Thailand's role in the world economy. Supplementing these
strategies, this paper suggested five principles to guide the country's future development.

! Thailand Vision 2020. The Sub-Committee to Enhance Thailand's Role in the Global Economy, The
Royal Thai Government, October 1996.



Market Liberalization and Promotion of Competition. In particular, the public
should not hamper the efficiency of markets through unnecessary rules and
regulations and the promotion of monopolistic practices, whether by public
agencies or concessions given to the private sector.

Continued stringent management of macroeconomic stability.

Strengthen the Capacity of all Citizen. So that each will be able to create a
continually better future for himself/herself within the free market system. This is
particularly urgent, given that Thailand's comparative advantage in labor intensive
manufacturing is rapidly dwindling.

Reduce service subsidies for those with sufficient income to pay for them, while
targeting help to those who really need assistance. This will generate more
resources for public sector pay and improvement, as well as lead to downsizing of
the public sector.

Better use of the increasing potential of the people and institutions outside the
public_sector by creating diverse partnership networks for development. The
public sector can no longer act as though it knows best and can do everything. In
the end, this will not be accept by the people and can lead to increased social
conflicts.

Future Functions and Roles of the Public Sector

While the public sector is only one among many key institutions in the socio-economic
and political structure of the country, yet it obviously has a key role to play in shaping the
direction of the country’s future development. In order to be able to guide the country to
meet the future challenges, the public sector should have the following roles and
characteristics in line with the above strategies and development principles.

1.

Put greater emphasis on the efficiency and quality of public services, and allow the
general public to have greater participation in decisions that will affect them
directly as much as possible.

2. Needs to be flexible enough in order to able to respond to rapidly changing

circumstances.
Needs to maximize the efficiency of resource use.

Devise rules and regulations for healthy competition as well as for social justice. It
must also create incentives (positive and negative) to preserve natural resources
and the environment. The regulating body should be ones who have vested interest
in performing such function such as non-partisan groups and professional



organizations. Major tasks of the public sector are to supervise and/or license
those organizations.

5. Provision of social services such as education and health, as well as develop
integrated social safety nets. However, those with ability to pay should absorb the
burden of services, while the public sector target assistance to those with low
income.

As for each individual public servant the following set of qualities should be
emphasized.

1. Has the public’s interest at heart.
2. Has professional competence and integrity
3. Well qualified and experienced

4. Has “service-oriented” attitude.

Current Problems in the Public Sector

The public sector is currently facing numerous problems, affecting its ability to
perform its roles and functions. One major problem has its root from the fact that the Thai
cabinet is too powerful, starting from the transference of power from the monarchy in 1932.
This has been reinforced by adoption of some elements of the strong executive approach from
the US system, particularly during the early 1960's under the strong military rule of General
Sarit Thanarat, the starting point of the development era for Thailand. The two factors result
in too much centralization of decision-making power in the cabinet.

Justified by the need accelerated development efforts, the Thai bureaucracy expanded
rapidly from the 1960's to the early 1980’s, with greater work duplication rapid increase in the
number of personnel. By the early 1980's, almost half of all graduates were employed by the
public sector, and civil servants' pay amounted to almost 40% of government revenue. The
situation had direct impact on the government's ability to raise the salary of its personnel to be
comparable with those in the private sector, which went from strength to strength as a result
of rapid economic growth, particularly since the mid-1980's. The end result has been the
defection from the public sector as well as inability to recruit qualified persons to serve the
sector’s need. In addition, it can lead to rent seeking behavior on the part of public sector
employees, through over-rigid bureaucratic control, leading to higher service costs to the
private sector and the public and less efficient economic system overall.

Intervention by politicians has also hampered the effectiveness of the civil service.
Constant political intervention in administrative works is partly due to the power given to the
cabinet by the constitution that the “Cabinet is responsible for general public administration”.
So the line between political responsibility and administrative responsibility is unclear. In
addition, the amount of works to be scrutinized by each cabinet session becomes



overwhelming, leading to long delays in the decision making process, as well as ineffective
policy making and the inability to anticipate and respond to rapid changes in the economic and
social environment.

Last but not least, the current budgetary process ts not conducive to the promotion of
efficiency. This is because the process focus too much on the inputs for administration, while
paying too little attention to the outcomes of administration. While it has been argued that this
is necessary in order guard against possible corruption in the utilization of the budget, the
result has been that, in effect, those who can command the most input are rewarded,
irrespective of whether those inputs lead to desired outcome, while there is little incentive to
minimize input use and increase efficiency.

Suggested Key to Reform

It is clear that there currently exists a wide gap between the current and desirable roles
and functions of the public sector currently. As the public sector is a gigantic system, change
is difficult. Without thorough examination and well thought out plan to tackle the problems
systematically, together with a tactful approach, attempts to “move” the system in the desired
directions can lead to strong internal opposition. Under such circumstance the reform of
public sector can take shape only through a sense of crisis by a majority of the civil servants
themselves. At the same time, in order to reduce resistance, civil servants must be assured
that the proposed reforms are in the spirit of a win-win solution, with almost everyone
becoming better off. Apart from the win-win principle, a second principle to ensure a dynamic
force for change from within through designing incentive schemes that will be consistent with
efficiency improvement is also essential.

Five "keys" that can trigger effective reform are suggested as follows:

1. Equalize public and private sector pay.

The long-term aim must be to make earnings in public sectors comparable to those in
the private business sector. Currently, it is found that average pay in the public sector is about
2.66 times less than in private sector for comparable jobs. Unless this is seriously rectified,
problems concerning the quality of civil servants, and rent seeking behavior that hamper the
efficiency of the economy and put added burden on the people will become ever more serious.
From studying the trend in government revenue, and carrying out various simulation
exercises, it is concluded that a feasible scenario is to target raising civil service pay to be
equivalent to the private sector by the end of the 10th Plan (2011), while at the same time
reduce the number of civil servants by about one third by 2011 compared to the current level.

2. Use of budgetary process that stress successful outcomes rather than inputs.

This could be introduced in the relatively short-term (possibly as a pilot project to
begin with). The new process stresses rewarding those units within the bureaucracy that can
attain effective outcomes, especially if input costs (or personnel) can be reduced. This will
lead to rewards that go hand in hand with benefits to the public and the country, rather than



the perverse situation that is often the case at present. At the same, the system that stresses
outcomes would be a good foundation for clearly separating the role of the politicians from
the role of the bureaucracy. The role of politicians would be to specify the target outcomes
that are expected from the various departments or ministries under their control, while civil
servants will serve to deliver the targets. In this way, the performance of civil servants
becomes more transparent, depending on whether they can attain the set targets. Of course,
they must also be given management flexibility rather than be tied down by numerous rules
and regulations-as at present. Being more transparent, this will also be a protection for civil
servants against political whim.

This system that stresses outcomes, and performance will also serve to develop the
political system. Currently, government policies are usually vague, and often inconsistent.
Once the policy is formulated, politicians then usually by pass the specification of clear
performance targets that the various ministry should achieve, and become more interested in
the inputs that the ministry can command. With the new system, politicians will need to think
harder about policy issues, which targets are feasible, which ones conflict with each other,
which ones should have high priorities etc. In fact, by nature, this should precisely be the role
of politicians. They represent the people, consisting of numerous groups with diverse and
often conflicting interests, and it is part of their role to make clear choices and trade off that
balances the needs of the diverse groups that they represent.

3. Decentralization and role reduction through partnership creation.

As the country develops, the capability of the people to understand and shape the
development direction that have direct impacts on their lives increase. Under such conditions,
the public sector can no longer maintain a know all and do all attitude. The potential of the
people and other institutions outside the public sector need to be utilized for effective
development. Power needs to decentralized, as well as partnerships developed between the
public sector and grass root organizations, as well as institutions outside the public sector
among themselves, whether the private sector, NGOs and various people organizations.

4. Political reform.

While the process of political reform is now taking shape in the form of rewriting the
new constitution as well as related organic laws, one should take this opportunity to more
clearly distinguish the role of politicians and regular government officials. Instead of
stipulation that the “Cabinet is responsible for general administration” as has been the case in
past constitutions including the present one, it could state that the “Cabinet is responsible for
policy formulation and to regulate public administration according to the stated policies”.
Another clause could also state that the “civil servants must perform their duties strictly
according to the policies under the regulation of the Cabinet, while the Cabinet has no role in
direct administration”.



5. Smaller and more diverse units within the bureaucracy.

Smaller and more diverse units within the bureaucracy with clearly defined roles will
improve the career path of civil servants. Used together with the other keys for change above,
this could lead to a momentum for change. Large units will want to reduce their size as it will
benefit upward mobility. This can create a force for dynamic change from within the system.
Of course, if the public sector remains input bound, this is unlikely to be successful, as size
usually imply larger inputs. So other changes must also be introduced, especially the change
in the budgetary system suggested earlier.

If these various keys for change can be implemented (obviously with much more
detailed specifications), and if the large majority of civil servants see the need for change, for a
serious renewal of the civil service, so that it can once again become the pillar of strength for
the country’s development. Then the future vision that has been specified for the country
could be truly realized.
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m5eh 1.1 yaAImedenan 2523-2529

wilae : ML

26 |- 27 | e8| 2629

1. a3 62,506 72,998 73,150 66.484 78,292 73,398 79,397
2. 18 ] 5,547 6,632 7,636 8,225 8,684 10,590 14,853
3. thls 70 143 102 109 104 365 620
4. wilaawd 15,420 11,814 9,824 6,806 7,588 10,126 6,283
5. REIMNTIN 43,065 54,743 63,025 61,358 76,095 95,615 127,012
6. ) 6,689 6,671 5,811 3490 4,474 3272 3,060

o285

dnsm (%)

1. DY 46.93 477 45.80 45.39 4468 37.96 34.33
2. thea 416 433 478 5.62 4.96 5.48 6.42
L 0.05 0.09 0.06 0.07 0.06 019 0.27
4. wiaus 11.58 7.72 6.15 465 433 5.24 2.72
5. QAEMNTIN 32.33 35.78 39.46 41.89 43.42 49.45 54.92
6. 495 4.36 364 2.38 255 1.70 1.33

e e
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asnefi 12 uaAmsdenan: 2532-2539 (fuum)

2538 2539
2532 2533 2534 2535 2536 2537 2538 | 7 \fawusn | 7 tﬁauusn

nax 1
auwifldussowdhunlunanda | 177527 184564 | 223449 239,361 267,203 300,660 343,154 195,976 175,492
demmynentsh (%) 3.96 21.08 7.12 7.46 16.90 1413 -10.45

ngs 2
audinaluladszdunmauazge 0182 | 120204 | 176314 | 224169 | 281,043 | 379145 | 473142 | 254468 | 306247
SeMMITEENLEN (%) 44.48 35.32 27.14 25.55 3471 24.79 20.35
auﬁqumnssuﬁuq 86,445 125,547 153,425 170,866 213,911 242,986 335,074 183,860 188,664
SemmTnEnseh (%) 4523 22.21 11.37 25.19 13.59 37.90 261
mufuiaadunsy 354,154 440,395 553,244 634,420 752,590 922,843 | 1,151,409 634,304 670,413
SamNMTYENsn (%) 24.35 25.62 14.67 18.63 22.62 24.77 5.69
fudunwas 118,508 100,003 109,278 123,810 110,695 129,559 160,312 98,246 100,023
SermmTnenesh (%) -15.61 9.27 13.30 -10.59 17.04 23.74 1.81
fudlsza 28,538 32,507 43,704 48,793 56,689 67,903 71,190 39,260 34,586
femmTaenssh (%) 13.91 34.44 11.64 1413 21.93 4.84 11.91
fun 15,115 16,908 19,459 17,655 16,921 17,347 23,439 13,447 16,589
femmTnenash (%) 11.86 15.09 927 -4.16 252 35.12 23.37
swdumdeeen 516,315 589,813 725,755 824,718 935917 | 1,137.713 | 1,406,403 785,257 821,606
SETMTBENLN (%) 14.24 23.05 1364 13.48 21.56 2362 463
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