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The economic crisis in Thailand in 1996 resulted in the collapse of the
Bangkok Bank of Commerce as well as 56 other financial institutions. The
Fund for the Rehabilitation and Development of Financial Institutions had to
guarantee deposits by the clients of the bank in question and the aforementioned
financial institutions. The life insurance business, on the other hand, enjoyed a
higher degree of trust, thus enabling it to expand its business. Life insurance
policies were introduced that emphasize returns in the form of higher interest
rates than those of the bank. The government also established a policy to
promote the life insurance business to stimulate greater savings among members
of the public. A life insurance policy with a term of coverage of more than 10
years can be used for the purposes of tax reductions of up to 50,000 baht. The
Department of Insurance and the Bank of Thailand also permit commercial

banks to conduct business in co-operation with life insurance companies. New
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policies have been introduced, such as the unit links, 1n which life insurance
companies can use part of the premium to invest in the stock market and the
insured clients can increase their money for investment in their premium.
Although this may sound good in theory in that the insured clients may

receive higher returns or profits from their life insurance, it entails greater risk
both to the insured clients and the insurance companies and may have an
impact on the financial status and security of the latter, as well as on the
national economy.

Since the proclamation of the Insurance Act in B.E. 2535, Thailand has
experienced an economic downturn. The floating of the exchange value of the
baht has resulted in a substantial depreciation in the bath’s value. On the other
hand, the number of life insurance policies in the insurance business has gone
up several fold. The Insurance Act of B.E. 2535 has not yet been amended
with regard to the measures protecting the insured persons named in ;the
policies. There are no measures to guarantee whether or not the insured party
will be paid by the insurance companies in cases of bankruptcy or inability to
pay up, or for any reasons at all.

From the study of legal measures contained in the Insurance Act
B.E. 2535, it was found that there are fewer protective measures for insured
persons than those for depositors at commercial banks, financial institutions,
and credit fancier companies, and that the standards are lower than those in
other countries that provide life insurance, even though the life insurance
business is an important element of the financial sector and the country’s

economy as a whole. It serves as a pool for savings and as a major source for
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the mobilization of capital. Life insurance companies are regarded as a type of
financial institutions. There are, however, few legal measures to protect the
benefits of the insured clients in accordance with their life insurance
premiums.

This study recommends an amendment to the Insurance Act of
B.E. 2535, specifically in the section concerning measures to protect créditors
in life insurance contracts. This can be done in various ways, such as by the
establishment of funds for the protection of life insurance clients in case the
insurance companies face such severe problems that they cannot pay their
debts. Thus the insured will receive returns on their money as stated in the life
insurance contracts. Also the 25 percent reserve should be increased to a
hundred percent, for instance. In addition, there may be other measures

concerned that may provide the insured with greater protection.





