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This thesis studies financial globalization and the adjustment of Thai commercial banks. The paper also
analyzes the effects of government policy on the Banks' adjustment process. The qualitative research method
employed focuses on three major commercial banks, namely Krung Thai Bank, Bangkok Bank and Kasikorn bank for

the duration of 1997-2004.

The study finds that in the period after the 1997 economic crisis and during the subsequent liberalization of
the financial sector, Thai commercial banks adapted their operations to conform to the new globalization trends in
order to compete with the foreign banks and the non-bank institutions which were increasingly expanding into
Thailand's traditional banking activities. The transformation included areas such as organizational structure, banking
technology and risk management. In addition, banks changed to focus more on retail customers and oriented their
marketing strategy to provide one stop services in the form of universal banking to improve the banks’ operational

effectiveness.

Evidences support a strong interdependent relationship between Thai government policies and commercial
banks especially with the state own banks (SOBs). Krung Thai bank, a major SOE, was found to be a traditional
channel to institute government policy and politicians’ demand. However Bangkok and Kasikorn bank had much
weaker relationship with politicians, as they depended less on politics for their business survival thanks to higher a
proportion of foreigner shareholding. The new business environment also make it harder for politicians to depend on

the private commercial banks as their financial sources.

During the adjustment process, banks improved significantly. Bangkok bank, Thailand largest private
commercial bank, was able to maintain its own market share and was ranked first among Thailand’'s Commercial
Banks. Significant adjustments occurred in term of shareholder structure, management and the import of modem
technological and advanced administration, Kasikorn bank, the second largest private commercial bank, also
transformed itself significantly. The bank reformed its strategy in four major areas, namely vision, products,
employees and technology. Krung Thai Bank reformed its management by injecting stronger private professional

discipline to improve its operational effectiveness especially in the areas of liquidity and technology.

In term of operational performance, commercial banks were found to have better performance with higher
net profit under the increased competitive conditions, Simuitaneously, the consumers had more choices and service

to choose from than before the crisis.





