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This study aims to examine the economies of scale of DBS Thai Danu Bank, before and
after branches reduction. Theory of firm’s behavior was used to identify the total cost equation to
find minimum average cost. Using data ol financial statement from 1992 to the first quarter of
1999 as the period before branches reduction and from the second quarter of 1999 to the end of
2002 as the period after branches reduction.

The study finds that before branches reduction the minimum average cost is Bath 24,130
per Baht 1 million of production. The period which has the most ecconomies of scale is the sccond
quarter of 1995 that the production is Baht 68.804 million while at the end of 1998, before
branches reduction. The bank has production of Baht 126,886 million. Average total cost
increase at a rate of 7.48% per quarter which is higher than total production increase at a rate of
4.26% per quarter therefore the bank has diseconomies of scale.

After branches reduction, the minimum average cost is Baht 12,300 per Baht 1 million of
production, and total production is Baht 92,619 million while at the end of 2002 the bank has
production of Baht 88,246 million. Average total production increase at a rate of 0.16% per

quarter but the average total cost decreases at a rate of 1.2% per quarter, therefore after branches

reduction the bank has cconomics of scale.





