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Thesis Title An analysis of the legal problems of the Financial Institution Development
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Abstract

This thesis aims to study the means to resolve problems concerning the Fund for
recovering and developing the system of financial institutions under the Bank of Thailand Act
B.E. 2485 and its handling of financial crisis during the year 1997. It looks at the institution’s
structural problems and obstacles and determines the level of its freedom. It also considers the
conflicting role of the Bank of Thailand and the said fund, especially regarding the duty of the
Govemor of the Bank of Thailand as the top executive of the Central Bank and as the Chainhan of
the Fund’s Board. It will show how such conflicts and the Governor’s lack of legal freedom as he
bolds the title of the Fund’s Chairman of the Board lead to countless problems. The results of this
research will be used as a guide to support the idea of establishing the depository insurance
institution to replace the Fund as well as suggesting an improvement of the Bank of Thailand’s
regulations.

This thesis is based upon the legal and documentary research. It will focus on the
failure of the Fund’s structure and the dissident responsibilities of the Govemor of the Bank of
Thailand as he holds both titles : the top executive of the Central Bank and the Chairman of the
Fund’s Board. It analyzes how his lack of legal independence as the Chairman has an effect on
the Fund’s proceedings. It will also study the Fund’s goals, its structure and its power to
supervise and investigate the financial institutions. It will also look at its legal measures to
resolve the problems concerning financial institutions and to protect the depositors under the
Depository Insurance Institution Act B.E....... , which is still under the Ministry of Finance’s
consideration. In addition, it compares the Fund with the United States Federal Deposit Insurance

Corporation to see their differences and yield their positive/negative results.




According to the study, the Fund for recovering and developing the system of financial
institutions has the following problems and obstacles :

1. The Fund has no structural liberty in its management. The Fund’s Board,
including its manager, does not have any roles in solving the financial institutions” problems.
This is because the members of the Board are mainly the officers of the Bank of Thailand and the
Ministry of Finance. In managing the Fund, the committee grants an absolute power to the
Chairman of the Board, namely, the Govemnor of the Bank of Thailand, to both decide and
command since the Fund needs the supervision and investigation from the Bank’s officers. Asa
result, the Fund’s committee and its manager have no involvement in considering the problems
because the law gives no rights to the Fund to supervise and investigate the financial institutions.

Such power belongs solely to the Bank of Thailand.

2. Whenever the Governor of the Bank of Thailand, as the top executive of the
Central Bank and the Chairman of the Fund’s Board, conceals the financial instimtions’
mefficiency of controlling and investigating, the socicty has no ways to check and determiﬁe their
true financial status. He also can use the Fund as tool to solve the problem first hand by injecting
more money supplies to such financial institions to help them out and avoid their collapse. Such
actions certainly present the dissident responsibilities of the Governor of the Bank of Thailand, as
the top executive of the Central Bank and the Fund’s Chairman of the Board as well as the
conflicting roles of the Bank and The Fund. This self-inflicted conflict and the said performance
will eventually lead to the deterioration and failure of the Bank’s system of control and

investigation.

The Governor of the Bank of Thailand as the Fund’s Chairman will lack the necessary
freedom of managing as the law does not assign the timeframe and conditions to dismiss him from
his title. Thus, the political officers have an absolute power to remove him from his office. Such
power will have an effect on the Fund’s management as the Governor of the Bank of Thailand and
the Fund’s Chairman is the same person.

Therefore, to improve the efficiency in resolving the problems concerning the financial

institutions, this thesis would like to make the following suggestions :




1. Tocancel the said Fund and consider establishing the Depository Insurance
Institution to replace it as the place to insure deposits.

2. Inthe case where there is no cancellation of the Fund, it suggests an amendment
of the Bank of Thailand Act B.E. 2485 by increasing legal measure to designate timeframe and
conditions of the Governor of the Bank of Thailand’s dismissal. Such amendment will help

facilitate and continue of the task of the Governor as the Fund’s Chairman
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