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The fluctuations that occurred in the Thai economy in 1997 had a
profound impact on the operation of Thai commercial banks in terms of fierce
competition. There have been changes in operational patterns. Therefore,
there are some doubts regarding the operation of Thai commercial banks
regarding cost, how they have changed, and whether they are efficient. The
current study is on Bangkok Bank Public Company Limited because it is a
Thai commercial bank and had the most assets at the end of June 2005, with
net assets of 1,420,267.37 million baht or 18.05 percent of all Thai
commercial banks.

This research applied the Cobb-Douglass cost function analysis by

designating the output of commercial banks, comprising loans, capital, and
debt that may occur in the future, as well as liabilities. All of these factors
affected production costs. Moreover, the production costs of commercial
banks were determined by the loan rate and deposit rate, wages, the actual
cost of the product, the number of branches and the rate of inferiority in the
quality of the product. The estimation of the coefficient from the production
cost equation was achieved by the Ordinary Least Squares (OLS) method.
The data consisted of quarterly data from the first quarter of 1998 to the
second quarter of 2005.

The findings indicated that the production costs of Bangkok Bank
Public Company Limited were determined by the bank’s output, comprising
loans, capital, and any debts and liabilities that may occur in the future. In
addition, it is also determined by the loan rate and deposit rate, wages and the
actual cost of the product. The results of the calculation were that the
coefficient equaled 0.58. When the number of branches and the rate of
inferiority in the quality of the product were analyzed, the coefficient of the
output equaled 0.51. In other words, the expansion of the output led to an
increase in the output at a higher rate than the rate of increase with regard to
the production factors. This means that Bangkok Bank Public Company

Limited operates according to economies of scale.





