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ABSTRACT

The commercial bank is an important institute in financial distribution of the country.
The status and operating performance in the past turned out that the profit margin was rather
high due to the fact that such business is monopolistic competition since at present there are
only 15 firms. As the result of the international free trade policy, many foreign commercial
banks open their business in the country morc freely. Besides, other financial institutes such as
financial company arc allowed to cxpand their business linc, thus, it is more difficult for
commercial bank to carn high profit margin as it used to in the past. The commercial bank
should improve its efficiency in oder to reduce its cost to be more competitive. One way of
doing so is to check whether or not there is an cconomy of scalc in its operating in order to be
guideline in its administration.

The objective of this mini-thesis is to study the economics of scale of the Bangkok

Bank Public Co.,Ltd. which is thc comercial Bank that has the highest total assct and nct profit
in Thailand

The scope of the study consisted of using sccondary data which were financial
statement of the Bangkok Bank Public Co..Ltd. during the years 1980 - 1994. Cobb Douglas
Prodnction Function was used. The factor of production consisted of raw material which were
total deposits and borrowing, number of personncl and capital. Output consisted of lending,
investment and bank guarantce. As from that the hypothesis was to minimize the cost of
production and the cost equation which was related to total product and the price of the facters
of production. The equation was then transformed into the logarithmic form.

The result of the study showed that the Bangkok Bank Public Co.Ltd did have an

cconomy of scale which was the type of constant returns to scale. The price clasticity of total



cost as per total deposit and borrowing was higher than other factors. Whercas the price
clasticity of investment was not inversed o the total cost duc to the rather ligh profit per
share it used to cam since the market was nearly monopoly. Later on cconomic situation was
morc fluctnated and the cost of production was higher thus the profit per share was lower.
However, since 1990 thc Bank of Thailand had loosen the financial restriction and made it
more frecly such as allowing the commercial bank to issuc monctary notcs, to accumulate
capital in the form of mutual fund, to involve in Bankok International Banking Facility and
thus increasing ontput. Moreover, some modern financial instruments could create extra service
and output by using present level of factor of production and thus reducing the cost per umit

resulting in the economics of scale of the commercial bank.
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9 TUING NFUNWAMGIYONS BBC 148,864 3.94 525 139
10 HWINS ASUAS BMB 135257 3.58 1424 204
11 TUIMS 10150 BOA 84,924 2.25 1438 UL
12 5UIRS Ineny TDB 68,356 1.81 700 973
13 HUINT UATTU NTB 46,181 1.22 491 457
14 BUIAY AUEUINS UB 45,772 1.21 566  7.56
15 BUINNT UMOUNDY LTB 22,856 0.61 145 238
mOmIMaiviTasI 3,777,219 100.00
fn : agamme FI0N9 U,




unn 3

HIRANATNOYE

3.1 ngufimslsyndadevuin (Bconomics of Scales)

msilsenEaRovVIIA (Bconomies of Scale) HGAY ANURUWUTIZHINAUNY
& s @ P, & 2w =
wgaomizsiunnavessis  lasasvouliimuidnvasdupumaslussezen @ac:
Long Run Average Cost) H30UAAIDIANUTURUTszn s mauvesiledomswiaunzafsinm
- | P - - o o 0 ' ot '
nandafifavuyefemimanda  lastivialsvesmsilsendanonneegnnnavomuasms
naanvwian 1dils: TenigegaMinimize Optimal of Production)
auvgiidoamvinavesmicemsuaai sz Tomigega  mszeziMeamnso
. =3 H. C; . A A= G’J
@onvinavesmizemsnaani lddunuedodiqe  ehAsmuiiuszumasnihlsgeqald
a - - - - . )
wieitlunsmtsmsvinafinfidss@nEn W (Minimom Efficient Plant Size)
nnfiditanny uaasiiun lumswia vinavesfismsmiswiass Idnanda
Tuszdudunuaomitsnsudafiuandisdy  Tasenunsousnnandariinannms1¥ilions
] »
HAATILANANY 1A 3 S2AY AT
- - - Y =, 1 &
1. Increasing Retumns to Scale fin Msnaatiiiomuilssoniswanludadaunils o
adad ag v 4 o odad d v a _am s
naanuduse idaduiunnnhilsdoniiuiu uaasimiasstiahinsnanogluskaaoy
. ¥ [ [l
i lumsvnsnnamsedamisty M lddunuedsasns @uduopunieluszezoniesiim
anutuiiuay
a A 2 o - ' P oo A
2. Constant Returns to Scale fip tiinmuilesomsnanludadiunils nandanmy
J = ' a & & l:' a- J o ‘ .
wussiidadnudoaivilesofidivin  ugastiamsnaaog lurswaaouumu lumIvowvina
[] [] [ ¥ .
msndanei M lidunundend asdiiidudunundeluszezenisnanuhuiiugud
3. Decreasing Returns to Scale fin Mskdavomyilevomsnaaludadiuniie wo
=, -=.h lg W d‘ . L3 A. J @ =, =f . = =,
naasivu lusanviarasdinnmaisduvesiledonisnta  uaasdamilondaiinIsnan
LI a 4 & 4 E
og lusremanouumu lumsvesvinanswaaaans wh iduusdeiuiu dudupuedoly

szazgMaziimanusuthnnn

2400



12

< =
MU 1 taaududunumie
dunuunde (1)

\_/ AC

of Scale of Scale

Sinamanan

oA o = 4 a v
v sz ulefiviSnunseaaiy idudunumsnianemissssanasly
aouusnadudunumsnaadomizoiinnudwiivoy) wiothieae Increasing Returns to
a w : o - ] et
Scale fuiipsnnmslszndanonnmiues uazdhduniunntaon sududunumninde
. A o ' A (=3 '
HueiimAnuTwugud n3o1Tuie Constant Retums to Scale unztiovo18MsHaAAD T
=, i ] - .: & oo [ < - -
fudunumskdndemizossiugeiy  (duduqumsndadowisslianusuiiuuin we
' & w 3 o
14929 Decreasing Returns to Scale futitoannms lilszndadovinaiues

Y @ o e ' = o Clv
anuduNusaenanaunsamnuuaums 1dasi

cyv < O )
Tao#
Y = fmmsi (> 1)
Y = HOHKHDOA (Y > 0)
cy)y = aunulumsudanania v wiag
YY) = dunulunisnianania YY niidg

- . " I - .-r [} [ [
VNAUNSA 1 uaasNdadiuiiiuvuvesdunumsuaniinnisenndadiuvona
+ C'\ J =} 1 = = L '
ROATIRNAY i Iddunumdslunsndansnswazvh fifamsdsendadonnag

(Economics of Scale) INN5V8WNNANSKAR ANYFuMuERenaaunsangnl 1dai

AC

CYN /1YY

MC {CYY)-C} / (YY-Y)



13

b = @ 1 A o oat o a oda
guansziimalszniareninaiiodudunundeimanumasuiivoy  wionfo
MINTAIDY o STAUAUNUMINERANID (Marginal Cost : MC)  TANIDBA AU UINGD

(Average Cost : AC)

MC < AC
[COY -COOY/(YY-YV) < CYYV/YY
YYC(YY) - YYC(Y) < YYC(YY) - YC(YY)
-YYC(Y) < - YC(YY)
CCYY) < YY)

AN 2 1EasnsUseviaRDYHIANTINAA (Bconomics of Scale)

AUNUMIHAR

¥
Wudununisndanianua

0 Y Y, HaHAA

uHuMwd 3.2 ueasIiiiuhdpundslidnuuznansmunnumasuveudu 0A
4 : 4 "
uastdu OB (BY, / 0Y, < AY, /0Y,) ievhmsituwandann v, 1ilu Y, Fseeandoadiy
P P & a
sou lunsyseHEARBYMIA (Economies of Scalc) t1AII0U lvypsaunis 1
-4 = n;ﬁ P o N -5 ] :: =
Tuns9iv09 Function MinaaszazsNUms 19iledodumlsunnnimitasiia viug

Function Mskaadnvariiiuiidnuazndnisos Taun



14

1. Homogeneous Production Function Smsgaimdansiidhiudulsusazdaly
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al__ 22

Y = aX, X, 2
Taov Y = wondavessinms 1aun Qudn Sulddty uasdivaadatuy
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9ndou Tvilsyaminmnisnaaniiaoga(Marginal Productivity)
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2__ 3
x1 oY 10X, = aaX, X, X = aY/X

al__ a2-1__ a3
MP, = OY /0K, = aaX, X, X5 = a,Y/X,
t YAAUNURIEA (Least Cost Combination ) vzl Ingdsil

MP

MP, /P, = MP,/P,

XP, /a = XP,/a



X = a,XF, /aP
X, = a,XP, /aPp,

c = XP, +8,X,P,
¢ = X, (P, + a,P,/a)
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P,(a, + a, )/a,
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Y = & C C
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5 B al ] a2
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| P PS |
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al a2 -155
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unaimes Numsdssudanovinanlely TasdEnmsfinun 1819 aun1s@unu (Cost Function)
éqfiuag‘ﬁuunnﬁﬂ @S dtusan uoziSuomulundoning  aunaiidmualioumsdu
uui‘fuaq‘ﬁuunnﬁmﬂmadmﬁm tinsnindosmsmemwandai & upumsdomiaod
fifa  (dACHY = 0) n‘%aﬁwmJ'%'amﬁuuﬁuﬂtmEmm«mmmuin:nmm:i'i'mq"luiwn'ﬁ
tszndadovinanioli ndnfe Hnandavessnmsdosnimaniaihinadununis
domindige ustsiimsisniadenng uadwonavesmnmsani oA i

madunundsdigans: hiimadszviadonna msfnn 1@ mes fsil

TC = a+bY -bY +bY
- 2 g; -
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Min C = PX, + PX, + P,X, ()
Subject to Y = ax X X )
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mnﬁau'luﬂs:?mimw'lumsnﬁnmifmqnﬁ’m (Marginal Productivity)
al-1 a2 a3
MP, =0Y/0X, =aaX X, X, =aY/X
al__ a2-1 a3
28X, X, Xy = a,)Y/X,

MF,, = 8Y /08X,
al a2  a3-1
MP, = OY/0X, = aaX,'X X, = aY¥/X,

o §ARUUAIAA (Least Cost Combination) wAlsNgReT

MP,, /P, = MP,/P, = MP,/P,

@Y /XD)P, = @Y/X)P, = (a,Y/X)P,

XP [a = XP,/a, = X,P,/a

X, = aXpP,/aP = aXpP,/aP, 3)
X, = aXP /aP, = aXpP,/aP, )
X, = aXpP /aP, = aXP,/aP, €

UM X, X, 9Ineumsi @) uaz (5 asluaumsh (1)

¢ = P,X, + P, aXP, /a,P)) + P,(a,XP, / aP,)

C = PX +@XP, /a)+ (8 XP /a)

C = [PX, (a+a,+3)]/a,

X, = (Ca) /P, (a,+a,+a,) (6)

Uil X, X, Inaumsi 3) uag (5) asluaumsi (1)

& = P, (aX,P, / aP)) + P X, + P,(a,X,P, / a,P,)

e = (@,XP; /a) + P.X, + (a,X.P, / a,)

C = [PX, (a,+a,+3,)]/a,

X, = (Cay) /P, (a +a,+a,) )

unum X, X, Inaumsi 3) uaz @) aeluumsn )

¢ = P, (a X,P, / a,P,) + P, (a,X,P, / a,P,) + P.X,

e = (a,XP, /&) + @,X,P, /a,) + P.X,

8 = [PX,(a,+a,+3)]/a

X, = (C.a) /P, (3, + a, + a,) (8)



unum X, X, X, UM (6) @ oy 8 avluaumsi 2
Y = 8, [(Ca) /P, (a,+a,+a)] [(Cap/P,(a+a+a)) [(Cay)/P,
(a, + a,+ a._,)]ﬂ
al al al al a2 a2 a2 aZ
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a3 a3 a3l a3
[(C .2y )/P; (a,+a,+a) ]

al+a2+a3 al

a2 a3 al_ a2 a3
(2,.C a3 a; )/ (P P Py) (a,+a,+a)

(al+aZ+a3)

I

1‘# a+a,+a, = S

] el a2 a3 el a2 a3 ]
(a,C .2, a 2 )/(® P, Py) S
al 22 a3 s al a2 a3 -1

& YP, P, P, S (apa, & a,)

Us_ alh _ a2k a3k al 82 a3 -l
C =Y P P Py S (aa a a)
c - lehPInlh Pzﬂ?fl Panﬂh
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Taon k =S (aoalal a;z a.;s) N

W« = 15, B = a/s, f), = a,/8§, B, = a,/s,
C = k.Y°p, Pp PpP

In C = lnk+ «<InY + B,InP, +,10P, + B,10P, + u

o 4 ] ) - [ - J
i o <1 msdszudadovinasseg lusemsdssniadevinaiudY  (Increasing
Return to Scale)
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Return to Scale)
i > 1 mudssudanovinaszeglusimsssuiadovinanaas  (Decreasing
Return to Scale)
- 1 1 [ = = o o dy L=
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4 A ¥
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o a ' e a & o a ' w
dAgmgavosoums Ao mduilseantvoswanan (o) Fenaoarfiudasniimalsenians
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YUIA (Economics of Scale) YDIBUIMINFINN §11A (UHI¥Y) UAZNISUIA R Durbin-

Watson statistic i1 t-statistic (a2 F-statistic Usznounsszdiv liwdoy o dudae
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MilsismswamlszaouTdan  SagAvwSedSinandurhauaz@uddy (Bomowing) $112u
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nmiusuAunndoruuAgveImImAugudgalunisnda

(Minimize Cost) ot hlgaumsdunu nlianuduiusiunantasiy uazsinvesileis

¥ [
mswanieenusiia  uozimloaduaumsidunselugyl Logarithm  Heezueainismy  Cost

¥
Function 910 Production Function A4H

fmuald
Q =
C =

Taon

P
a
o

1l

n =

al_ a2 a3
a,W LK un ceeeeen(1)

PWHPLEPE e 2

o <4 <
nondadnlsznoudeliuidgiy Quasmuaznszvessnms
NNMTIVIDY

o~y & = . v :

AunumsHan FeraninamlEnmimua
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simvesdudnuoziudoy = aondions X 100
Rudhnuazuday

Adas - i
UWWINNY

FINVDATUNU = 11014qnT (Bamning per sharc)
§1nuny

random residual

nnderuuAvesmsmdunudgalunsnda sz ldSoulvlsz@niamlumsnda

HUIEANIY (Least Cost Combination) ¥0eileSun1sHan

MPw/P,
MPw
MPL

= MPYP, = MPxPs 3
= QW = QW . @)
= &L = QL 0000 (5)



MPK = OQOK = aQK
UM @, (5), © W Q)
a QW = aQL = aQK
umum (0 w3
MP"V‘(Pl - M:PI_JPZ
[a,Q/'W]/P, = [a,QL)P,
P,W = aPlfa,
M PL /P, = MPK/P,
[4,QL)/P, = [L,QKIP,
PK = aPlfa,
unum 8), 9 W @
C = aP)l/a, +PL +apP,l/fa,
& = L(aP,fa, P, + a,Pya)

C

Pya, + a, + aj)/a,

ﬁmuaiﬁ' a +ta,+a = §

| = C

P,S/a,

Tushesaafufssmm W uaz K 1aao

W = C
PS/a,

K = 6
P,S/a,

muar W, L uar K )
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¢ = g
a,
Taedi C Y
c = Slap, a
dmuald K = S{aa”
W o=
Yhfio C =
€aC =
W o, =
o, =
o, =
o, =
a4 =
Ll =
o« <1
Return to Scale)
f oc, = 1
Return to  Scale)
f < > 1

Q = 18 __C__ °3
P,S/a, P,S /2, P,S /2,

R | a2 u
P,S P,S

al a2 a3 al a2 a3

s S S P P, P,

3 1 1 L) g 1 A J
mylszndadevinaszeg lurremlssndasrovinamuiy

a, _| a, a,
uazendidy 1 e 2 91
a3 -18
a, ] Q P P, P,
a2 a3 -1/8
a a, ]
15

15 _al/S _ 25  23f5
KQ 4% P.\ps V

LaK+ 1L0Q + a,LaP1 + a,L.aP2 + g,LaP3 + LoV
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SMPL

2523

= 253

15 Observations
LS // Dependent Variable is LCS

24.23849
0.487489
0.025708
321.0443

.089567
0.113261
0.015745
.035726
0.006718
.001465
0.006153

P3

.84000
.02000
.89000
.59000
.79000
.40000
.31000
.05000
.21000
.25000
.49000
.30000
.54000
.90000

VARIABLE COEFFICIENT STD. ERROR T-STAT
c -2.8331949 1. 0507123 -2.6964542
LQ 0.9167940 0.1405165 6.5244567
LP1 0.7416204 0.0819660 9.0475076
LP2 0: 1129255 0.2609883 0.4326842
LP3 -0.0167159 0.0375150 -0.4455800
R-squared 0.992273 Mean of dependent var
Adjusted R-sqguared 0.989182 S.D. of dependent var
S.E. of regression 0.050703 Sum of squared resid
Durbin-Watson stat 2.160596 F-statistic
Log likelihood 26.48352
Covariance Matrix
£, C 1.1039894 C,LQ
G, LRl -0.05%467 C,LP2
C,LP3 0.006267 L.Q T
LQ, LP1 0.004553 LQ,LP2
LQ,LP3 -0.003120 LP1,LP1
LP1,LP2 -0.005789 LP1,LP3
LP2,LP2 0.068115 LP2,LP3
LP3,LP3 0.001407
obs CS Q Pl P2
2523 1.42D+10 1.03D+11 $50 . 37800 101105.4
2524 2.06D+10 1.24D+11 12 . 83880 113537
2525 2.36D+10 . . 51D+11 12.40100 128186.9
2526 2.31D+10 1.88D+11 9.108000 130148.6
2527 2.95D+10 2.22D+11 10.31200 138820.4
2528 2.98D+10 2.28D+11 10.04300 141 7634
2529 2.61D+10 2.36D+11 8.155000 146290.3
2530 2.35D+10 2.66D+11 5.928000° 154687.5
2531 2.87D+10 3.07D+11 5.891000 169510.9
2532 3.79D+10 3.64D+11 8. 259000 189538.7
2533 5.23D+10 4 .59D+11 7.903000 197867.5
2534 6.64D+10 5.38D+11 9.663000 217570.4
2535 5.97D+10 5.13D+11 7.104000 252326 .4
2536 6.24D+10 7.05D+11 6.331000 273996 .1
25317 6.57D+10 8§.04D+11 5.563000 336023 .6
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