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Trust and
Transparency

Direct Impact
Indirect Impact
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Corruption

• Corruption = Monopoly + Discretion – Accountability
(Klitgard, 1996)

Transaction Cost
• Rising cost of doing
business
(Baliamoune-Lutz and
Ndikumana, 2008)

Thailand’s Transparency

Corruption
Perception
Index

CPI’s Score
• High costs of doing business &
delay payment of government
related to low CPI Score
(World Bank, 2017)
• Thailand’s low CPI score is
attributable to political factors
(Pakdee Pothisiri, 2013)

Investment Rate

Integrity PACT (IP)

• Inefficient investment
(Mauro, 1995)

• CPI Corruption Perceptions Index is
found to correlate with share of private
investment by 28.4% (Mo, 2001)
• Social trust directly impacts on the
growth rate or indirectly through the
investment rate. (Bjørnskov, 2006)

Economic Growth
(Real GDP Growth)

• A 1 percent increase in the corruption
level reduces the growth rate by about
0.72% (Mo, 2001)
• one unit of CPI Score leads to a 1.7
percent change in growth rate of GDP
per capita (Podobnik et al., 2008)

• IP contributed to create
trust, transparency and
commitment
• IP contributed to saving
the budget of 19.14%
(Comptroller General's
Department, 2017)
• Percentage of efficiency
(saving) can be
calculated with EIU data
sources (transparency
and audit in
government spending)

• Ruin competitive
advantage (Bose et
al., 2008)

Investment/Capital
Ratio Growth
• CPI’s score growth
represented
investment ratio
growth

CGE

Model

PACT

Petroleum Refineries

• Utilities and infrastructure sector tends to have high risk of corruption because there are
natural monopolies and technical complexities which often conceal transaction cost (Kenny
and SØreide, 2008)
• The conflict of interest of board of directors of petroleum enterprise leading to unfair
competition in energy business (TDRI, 2014)
• Cost of transportation and energy is the main cost that is a component of the natural resource
and environmental cost of goods and services production (Sombat Pantavisid, 2012)
• The budget of the Integrity PACT program is mostly in the petroleum refineries sector, 15.19%
(Comptroller General's Department, 2017)
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Accumulation of
physical capital,
tools, equipment

Rich human
capital, advance
in science and
technology

Drivers for
economic
growth

Rich social
capital, trust,
honesty,
integrity,
cooperation,
transparency

Abundance of
natural capital,
natural
resources and
environmental
conservation
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1. To project economic impacts of changes in Thailand’s
Transparency as a social capital.
2. To project economic impacts of associated changes in CO2
emission as a natural capital.
3. To study structural development associated with changes in
Thailand’s Transparency and economic performance.

4. To study channel to endure natural capital availability and
to strengthen social capital
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1. The economic benefit of efficient investment of social
capital abundance is measured.
2. The economic benefit of environmental conservation is
measured.
3. The cause of structural transformation associated with
changes in Thailand’s Transparency and economic
performance is discovered.
4. The logical explanation for the contribution of natural
capital and social capital to economic growth is discovered.
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Raw
Materials

Q = f (L, Kp , Kh , Ks , Kn)
Production
Function

Labor

Inputs

Physical
Capital

Human
Capital

Natural
Capital

Social
Capital

Outputs

Source: Growth Theory (Solow, 1956; Swan, 1956); New Growth Theory (Romer, 1989); Quality of Growth (Thomas et. al., 2000)

11

12

Physical capital rent – Physical capital cost

Physical Capital
Invention and
Innovation

Human Capital
Compensation - Education cost

Tools and Facilities /
Labor Productivity

Stock of raw material and
Environmental assimilative capacity

Funding

Wise Use and Respect for the Commons

Responsibility,
Accountability and
Integrity and
Commons Interest
Transparency

Natural Capital

Natural capital price –
Conservation and protection cost

Efficient utilization
and Public Interests

Social Capital

Transaction cost - Social capital cost
(smooth flow of Economic transactions)
Source: Rapee Pholpanich and Sompote Kunnoot, Forthcoming
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K1 = (K0 - D) + I
R0 = PK - CK
K1 = Future capital stock
K0 = Current capital stock

R1 = Future return of capital
R0 = Current return of capital
D = Depreciation
Source: Adapted from Dixon et al., 1982: 118-122

I = Investment
Pk = Capital Price
Ck = Capital cost
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Pay off
Thailand (37)

Honest

New Zealand (89)

Corruption

Somalia (9)

Corruption Perception Index 2017 : CPI 2017

The social condition that corruption is
“ Way of life “

The social condition that corruption is
“ Fact of life “

Pay off

0

Source: Adapted from TDRI, 2012, Interim Report Presentation (July, 1), The National Strategic Plan for the Prevention and Suppression of Corruption16
Phase 2 (B.E. 2556-2560), submitted to the National Anti-Corruption Commission (NACC).

Source: Transparency International, 2017.
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A trend line show CPI growth rate of 0.94 percent per year

Source: Adapted from Transparency International, 2017.
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The Integrity Pact saving 19.14
percent (Comptroller General's
Department, 2017). Therefore,
saving the budget of 19.14
percent is percent efficiency
that can multiply with a data
source of EIU’s score (the
spending budget of the
government agencies issue)

Source: Adapted from Transparency International, 2011-2016.

A new trend line
show CPI growth
rate of 0.97
percent per year
Source: Calculated.

19

Research
Methodology
photo: Farrukh | Flickr

photo: Stony Brook Center for News Literacy

20

• Forecasting CGE model to test change in Thailand’s CPI
influential magnitude for long term economic growth.
• Two comparing cases will be produced including one
without CPI growth and the other with CPI growth.

Study contribution
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•

Computable General Equilibrium Model (CGE Model) in
“ORANI” traditional (Dixon et al., 1982)

•

Thailand’s 180 sector input-output table 2010 have been
used data that released by National Economic and Social
Development Board (NESDB)

•

The CGE system consists of 135,202 variables and 133,940
equations, which offer 1,262 structural exogenous variables

•

This study used forecasting CGE Model that can projecting
average annual growth rate over time periods
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Thailand’s 2010 Input-Output Table (I/O Table 2010) Size 180x180 sectors
as its is intermediate factors, primary factors, and final demand for consumption.

Core Structure of a CGE Model :
(1)

Supply equation which specifies production function
covering intermediate and primary inputs,

(2)

Final demand equation which specifies investment
demand, household and government consumption, export
demand, and other final demand,

(3)

Price equation which specifies how price of goods and
services is determined,

(4)

Equilibrium equation which specifies condition for equality
of demand and supply, and

(5)

Numeraire equation which specifies a reference point for
variables to depart from.

Note: i=180; j=180
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• Investment / Capital Ratio shocks for
forecasting CGE Model 3 step (year 10, 20, 30)
Year

Case 1

Case 2
Scenario 1 Scenario 2

0

0.0800

0.0800

0.0800

10

0.0800

0.0878

0.0881

20

0.0800

0.0965

0.0970

• 5 percent depreciation (depreciation factor = 0.95)
• Fixed change in balance of trade – GDP ratio and
fixed export demand.
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Research
Results
photo: Farrukh | Flickr

photo: Stony Brook Center for News Literacy

26

27

28

SCENARIO
Case 1 (Base case)
Scenario 1 for Case 2
Scenario 2 for Case 2

YEAR
0
100.00
100.00
100.00

10
133.78
134.02
134.02

20
178.96
194.31
194.32

30
239.42
308.24
308.26
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30

31

32

1. Tin Ore (s33)
2. Fluorite (s36)
3. Canning and preserving
of meat (s43)
4. Chemical fertilizers (s37)
5. Other cereals (s3)
Scenario 1
for Case 2

Case 1

Scenario 2
for Case 2
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1. Radio, television and
communication equipment and
apparatus (s118)
2. Electrical Industrial machinery
and appliances (s117)
3. Petroleum refineries (s93)
4. Scientific equipment (s129)
5. Tanneries and leather finishing
(s75)
Scenario 1
for Case 2

Case 1

Scenario 2
for Case 2
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• Higher oil price in the long run
• Petroleum consumption in scenario 2 more than scenario 1 because
domestic petroleum price (s93) in scenario 2 is cheaper than domestic
petroleum price in scenario 1 (oil price percentage change of 17.578
and 17.588 percent respectively)
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This change is the transport mode shifts (Modal shift) that switches from
road passengers transport by car or bus to energy saving, mass transport by
ship or railroad. This is because petroleum is expensive in the long run.

1
3

2

1
5

1

3

3

4
2

2
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Economic Growth
• The application of investment ratio growth produced real GDP growth index that exceeded
base case from 239 to 308. This real GDP growth index has been apparently different over
20 years. The higher CPI score leads to expanding the investment due to rich social capital
or transparency and trust. This trust creates the investment to substitute the depreciation
of capital and new investment of capital stock by investment ratio growth.

• The accumulation of capital is a matter of time, which corresponds to the royal speech
“Doing goodness is difficult and gets slow results, however, doing goodness is a must to be
done.” according to the royal speech of His Majesty the King Bhumibol Adulyadej, given to
graduates of the Royal Police Cadet Academy at Suan Amphorn, on August 14, 1982
• The Integrity Pact, a tool to increase the CPI score, has resulted in changes in the
petroleum sector, such as increased capital, decline price of petroleum, and has positively
affected the real GDP growth index.
• Indirect taxes has grown more than the growth of total labor value added, and the total
capital value added. The benefit is that the government collects more taxes to developing
country.
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Petroleum Consumption
• The use of petroleum increased according to economic growth.
• In 20 years, the transport mode switched from road passenger transport (s150) by car
or bus to energy saving, mass transport by ship (s154) or railroad (Modal shift) that ,
because petroleum was expensive in the long run.
• the efficiency of petroleum utilization based on petroleum-GDP elasticity shows that
case 2 has more efficiency of petroleum usage than case 1.

Environmental Impact
• Likewise, CO2 emissions vary widely according to the use of petroleum.
• In scenario 2 for case 2, although petroleum is being used and more and more carbon
dioxide is emitted when trade off with the benefits of economic growth, it is economic
efficiency. Therefore, quality growth is not only increasing transparency, but also
preventing environmental impacts for sustainability
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Build Trust and Transparency (1)
• The anti-corruption organization must be operating to create Thailand
transparent by breaking the cycle of corruption between group in a society,
including politicians, bureaucrat, and entrepreneurs, especially the grand
corruption, to achieve corporate governance and low transaction costs (costeffective budgeting) by using the voluntary corruption prevention tool.

• Supporting the anti-corruption mechanism to continue, on the one hand,
bureaucrat created fair competition and reduced the monopoly for
entrepreneurs, which resulted in trust and smooth flow of business, on the
other hand, people trust the accountability of the politicians and bureaucrat.
• The benefits are as follows; score of Corruption Perception Index is rising,
investment efficiency is increasing, cost of doing business is decreasing and
output grow up, and competitive advantage is increasing, including economic
growth has increased that considering by real GDP growth rate.
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Build Trust and Transparency (2)
• The anti-corruption organizations should also be prepared for personnel and
tools, as well as anti-corruption laws should be up-to-date and fair, such as
corruption lawsuit must not be limited.
• The fighting corruption, namely investigation, prevention and promotion, can
be worked out by anti-corruption officials and collaboration with partnerships
such as civil society and stakeholders, consisting of:
(1) compliancing with rules and regulations for reducing discretion;
(2) legitimating enforcement and prosecution of corruption in a fast and fair manner;
(3) using anti-corruption tools and audit and monitoring systems because audit and
monitoring system is more important than severe punishment (to eliminate patronage and
exploitation);
(4) opening data for public participation in the investigation; and
(5) corporating governance, for example, implementing Integrity Pact program, Corporate
Governance (CG) and sustainable development goals (SDGs)
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Build Trust and Transparency (3)
• Key factor to create social capital and human capital are integrity, therefore,
the integrity Pact should be continuously implemented.
(1) The integrity consists of four mental qualities or basis for success (Four Iddhipada):
aspiration (Chanda), effort (Viriya), thoughtfulness (Citta), and investigation (Vimamsa); and
qualification for work.
(2) Sufficiency Economy consist of 2 condition: knowledge and integrity, as well as, sufficiency
means moderation (virtue - ordinary), self-immunity (concentration – reducing risk), and
reasonableness (wisdom – clearly understanding).
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Environmental Conservation
• Promoting energy-efficiency Transportation:
Measures should be taken to support the use of environmentally friendly
transport, water and rail transport, according to the studies on the effects
of rail transportation investment, rail investment induced a modal shift from
a road to rail mode of land transport, and make more energy efficiency,
which benefits both the economy and the environment (Gritsana
Patjakreng and Sompote Kunnoot, 2016: 265).
• Considering the effects in holistic view:
The stakeholders such as Ministry of Education and Ministry of Transport
cooperate to build environmental awareness and to support for
environmentally friendly transportation and CO2 emission measures, i.e.,
carbon tax
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• In this study , anti-corruption tool is tested by approaches using the
percentage of budget savings of Integrity Pact program link to the data
source of CPI that means increased investment ratio. An interesting topic in
the future could be appropriate approach to link between other evidence of
transparency with CPI data.
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