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#1 4085663129 : MAJOR ECONOMICS.
KEYWORD : MERGER / COST CUTTING / ECONOMIES OF SCALE / COMMERCIAL BANK

THANAWIT SUTTHARATTANAGUL : EFFICIENCY AND BEHAVIOUR OF BANK
MERGER IN THAILAND : COST STRUCTURE APPROACH. THESIS ADVISOR
ASST.PROF. SOTHITORN MALLIKAMAS, Ph.d. 105 pp. ISBN 574-333-848-7.

The main objective of this study is to find the impact on cost reduction from simulated
commercial bank merger as the result of abolishing redundant branches and exploiting economy of
scale and scope. We estimate a translog cost function of the Thai bank industry by using seemingly
unretated regression (SUR) technique with quarterly paneled data from 1994 to 1597.

We find that, before the simulated merger, there is economy of scale for all Thai banks.
Bangkok Metropolitan Bank has the most scale advantage, while Nakomthon Bank has the least
scale advantage. However, there is no efficiencies on scope in any paired output ; loans, investment,
and fee.

After simulating merger, the cost could potentially be reduced by 11.86% on average
whereas branch-overlapping is about 12.71%. In addition, the maximum cost reduction at 31.47% is
the merging between Thai Military Bank and Bangkok Metropolitan Bank. On the other hand, the
pairs of Bangkok Bank and Bank of Asia are found to increase their cost after merger by 1.38%.
Furthermore, it shows that the group of large banks gain the most from mergers. On economies of
scale, ali paired banks can also gain more efficient from the bigger size, particularly among large
and medium banks group.

As the result, the merger may be one of the appropriate way to restructure the Thai financial
industry in order to improve competitiveness. However, it should be noted that the other factors such
as the characteristic of each bank branch, debt structure, and other fixed costs should be taken into

account for more realist result.
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