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Abstract

Microfinance Institutions or MFls are financial organizations incorporated to respond to the
needs of people who lack the opportunity to access the services of financial institutions in the
system. Nowadays, microfinance Institutions are diffused throughout Thailand. Nonetheless, none
of the laws govern or control their operation. Only the procedures on operation and promotion of

the saving groups govern the operation of the Department of Community Development on operation
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and promotion of the saving groups govern the operation of the saving groups that are registered
with the Department of Community Development. This loose relationship creates fertile ground for
corruption amongst their committees, especially in the release of risky loans. Failure of these loans
further leads to a lack of financial flow and ultimately leads to the collapse of the institution and
damage to people in the community. In consequence, regulation and a measure of control and
governance are important to promote efficiency and stability of MFlIs so the rights of service users

will be protected.
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