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Abstract
Project Code : RDG46H0001
Project Title : The Study of Legal Improvement for Islamic Banking Development
in Thailand
Investigators : 1. Rochananonda C. , 2. Attaworadej A. ,
3. Kaluntakaphan N. , 4. Tiantitikul R.
E-mail Address : chadin@ymail.com

Project Duration : 1 May 2009 — 30 April 2010

The purpose of the project is to study the legal improvement for Islamic banking development
in Thailand. The study focuses on how to improve some constraints of the legal framework, namely the
Islamic Bank Act B.E. 2545, so as to develop Islamic banking industry to be the major alternative
financial institution for private and public sectors without religious discrimination. The project also
emphasizes on the bank’s characteristics under the government regulation, the problem analysis of
problems and legal framework. Information in depth obtains from focus group interviews.

The study results show that several problems exist in the Islamic banking business, especially
the current legal framework on the bank status. The study outcomes also give us the keen methods to
overcome the existing problems in the short term and long term periods. For the short term period, the
amendment of the Islamic Bank Act B.E. 2545 and the supplementary Act is necessary to remove some
barricades that deter banking operation and branch expansion. For example, set up timeframe for the
Ministry of Finance’s permission in branch expansion, allow the Bank of Thailand to regulate the
Islamic banking activities without enacting ministerial regulation, and bring down transaction costs by
means of tax exemption which is still fair to other financial institutions. Regarding the long term
period, the new Act, namely Islamic Financial Institution Act B.E. ( ), should be introduced so as to
liberalize the financial market. To become the competitive market, that would benefit Islamic financial
institution’s performance, consumers, investors and a whole society. According to the study results, if
the limitation of the legal framework can be removed, the Islamic Bank of Thailand will be more
efficiency in doing business. The legal improvement will enhance the capacity of Islamic financial
institutions to provide more varieties of financial services. That will create wealth for all Thai
consumers and the Thai economy.

Keyword: Islamic Banking Development, Legal problem, Legal improvement
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