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ABSTRACT

The commerciall banking 'system in Thailand is one of
"branch banking" comprising locally registered banks as well as
branches of foreign bankse. «Fhe early banking operations in
Thailand were under the influence of foreign operators until
after the second werld war when gradually logal operators became

more and more atively involved.

Until the present day the commercial banks have been
making progress d@n tHe deyeloprent ahd expension of their organi-
zation and busihness activities to the extent that they now represent
the most ‘dimportant fivareial institution 4in the countrxf The
expansion of deposits and credit facilities in so far as their
volume is concerned has proved a successs However, the guality
of credité or the type of businesses to whom those credits are
granted have caused the commereial banks to fall short of playing

a2 more important role in the development of the country's ecaonomy,



The main reasons stem from =

1) The present branch banking system and the method

of authorising the establishments of

banks in

Thailand have led to monopolistic practices by a

few large commerciall banks;

2) Shareholders of the commereial banks
very smald mdhority group within the
that thein/business policies tend to

personal interests rather than those

3) There gxists no'measures which might

represent a
cammunity so
safeguard their

of the communitys

campel the

commercial banks to co-operate with any one of the

economic sectors; the present measures ohly offer

incentivess

The commEéreiat-banking-systemin-Thailand may be consider-

ed as having operated quite efficiently; banking businesses have

earned satisfactory profits and achieved structural stabilitye.

However: this"thesis has as its bobjective an analysis of the fact

that commercial banks should shot achieve success oply in their

search far profits, but being the largest financial institution

within the country and having the means and opportunities, should

also be actively involved in giving their support to the develop-

ment of the various important sectors of the gconomys - The thesis

therefore examines the various measures in existence to determine



o

S

whether or not these provide for the exercise of control over the% =%

commercial banks so that public interests may be fully satisfied.

)

Under the present situation the responsibility lies with
the Bank of Thailand which operates with the approval of the
Ministry of Fimances The responsibility covers the establishment
of policies to control the setting up of commercial banking opera-
tions and their operatiomals policies, to lay douwn priéciples and
;egulations so as to meintain stability, safety and liguidity
position within the cemmercial -banking operations, while at the
same time these policies/ should accord with the national monetary
policys The control farther extends to cover assessments of ad-
herence to the principles amd regulations as laid down by the Bank
of Thailand, for example, reguiring cormercial banks to submit
reports; and sendinc out officers to carry out periodic examinations
of their operations and laying down penalties/in case of non com-
pliance which may go as far as temporary or.even permanent Cessation

of businesss

An analysis of the outcome of%@ﬁbrcement of existing
measures, clearly.indicates that some measures fall)shart of achieving
satisfactory results, the reason for which is attributed mainly the
lack of completeness in themselves, having to rely upon other measuresy
for example, the use of the policy.on limiting cash reserve to control
the amount of credat at the correct level is dependent upon the

Bank of Thailand being able to control the inflow of foreign



4

capital into the commercial banks a power which it has not; the
commercial banks therefore find themselves in a position uwhere

by they could expand their facilities without having to rely selely
upon local depositsa Although the Bank of Thailand exercises
further control via the imposition of capitél risk asset ratio
rtquirements, some commercial banks stil} have sufficient fund
remaining to enable them to. expand their credit facilities by
obtaining foreign loanse./ Such-a situstion tresents a problem in
that when the Bank of Thailand decides to stcp expansion of credit
by the commercial banksy it “consaders the commercial banks as a
whole, so that if theze ueré ? or 3 banks which are still able tgo
expand their credits withour prejudicing the law, then there are

essentially some flpws in . the systeme

The comcluding chapter, in which the writer expresses
her opinions and ideas on some matters arising from her analysis
of the current and anticipated future problems, summari “s the
various important Fagtors which need to .be carefbl{y considered,

namely =

1), Structuralgchanges within the [present [commercial
banking system to allow the public access to increased

share ownershipsg

2) A closer relation between the Bank of Thailand and

the commercial banks in order to achieve "moral suasion”s



3) The Bank of Thailand should have more power in law
to limit or control the commercial banks' operations
so that it may play a more important role in the

economic devel of the nationg

4) Revision cts of parliament to achieve

—

r Qin relation to the pro-

hibiti 5 (5, g:ard of directors to
obtai =2 ‘\\\\\

H;\“ nd with responsibility

practat

\\ cial banks whould possess
the po. ’ rit ' ledgey ability and indepen-
dence suffigic ; ble them to carry out their

duties in the most ient mannerse

]
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