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Abstract

Bank’s competition is one argument among others behind the financial instability
especially in the economy which bank is the main financial intermediation. In order to meet this
stability goal, regulator tends to use this argument to allow for concentrated and monopolizing
rather than competed structure in banking industry. Therefore, to measure the competition in
financial industry is the crucial supervision policy issue. The main objective here is to study the
status of bank’s competition after the recently establishment of the new financial master plan in
Thailand, which tried to separate commercial banks into various types of banks. Since the
relationship between competition, efficiency and stability in financial system are not easy to
consider separately, this study has used the non-structural approach to measure the competition
status. The results showed that, in period of study, bank’s competition did not show up as high as

the structural approach often indicate.

JEL classification : D4; G21; G28

Keywords: banking, competition, Panzar-Rose model, market structure
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Author(s) Period Studied Area Results

Nathan and Neave (1989) 1982-1984 Canada 1982 is perfect competition. 1983,

1984 are monopolistic competition.

Shaffer and Disalvo (1994) | 1970-1986 | Pennsylvania (USA) | Duopoly but high degree of

competitiveness.

Molyneux et al. (1994) 1986-1989 Germany, the UK, Germany, the UK, France and

(T9o)
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M3199 1 (A1d)

Author(s)

Period

Studied Area

Results

France and Spain

Spain are near monopolistic

competition. Italy is monopoly.

Bikker and Groenneveld

(2000)

1989-1996

15 countries in

Europe

Almost all countries are near
monopolistic competition. But
competition in Ireland and

Denmark are lower.

Gelos and Roldos (2002)

1994-2000

European and Latin
American countries

(eight countries)

Argentina and Hungary are near
perfect competition. Others are

monopolistic competition.

Murjan and Ruza (2002)

1993-1997

Arab Middle East

Monopolistic competition. Oil-
producing countries are less

competitive than non-oil countries.

Bikker and Haaf (2002)

1988-1998

23 countries

Almost all countries are
monopolistic competition, but
perfect competition cannot be
rejected in some case. Competition
of large banks is stronger than the

small banks.

Claessens and Laeven

(2004)

1994-2001

50 countries

The competition of Brazil, Greece,
Mexico are high, but the degree of
USA, Japan, Norway, Turkey are

lower.

De Bandt and Davis (2000)

1992-1996

Four countries

The competition of small banks is
lower, especially in France and

Germany.

Niimi (1998)

1989-1991

1994-1996

Japan

1989-1991 is monopoly. 1994-

1996 is monopolistic competition.

(H9o)
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M3199 1 (A1d)

Author(s) Period Studied Area Results
Loyd Williams et.al. (1991) | 1986-1988 | Japan Monopoly
Vesala (1995) 1992-1996 | Finland Monopolistic competition for all

but two years.

Yuan Yuan (2006) 1996-2000 | China Perfect competition.
Schaeck and Cihak (2007) 1997-2004 10 countries in Monopolistic competition
Europe
Bektas (2008) 1991-2004 | Cyprus Monopolistic competition
Chan et.al.(2007) 1996-2005 | New Zealand Monopoly or conjectural
1998-2005 | Australia Short run oligopoly conditions
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KK |

EXIM

ACL |

T Credit

SME |

LH

AIG |

Note

P
LLNWNINN 1

oLl

Total Asset of Commercial Banks in Thailand{THBE million) 2007 Market Share of Market Share of  BankList
Loan(%z) Deposit{%)
1 1572,778 14.71 16.16 BBL
i 1,211,330 13.61 12.45 KTB
i 1,112,824 11.43 11.44 SCB
i 994,148 10.83 10.22 KBANK
| 756,766 6.70 7.78 G55
i 650,623 6.32 6.69 BAY
1 636,187 8.54 6.54 GHE
1 619,151 6.62 6.36 TMB
i 588,184 6.48 6.05 BAAC
1 406,628 3.56 4.18 SCIB
1 291,09 3.20 2.99 TBANK
i 211,640 2.00 2.18 UOB
i 204,098 1.26 2.10 BT
i 94,164 1.17 0.97 TISCO
89,189 0.92 0.92 KK
i 65,391 0.76 0.67 XM
61,135 0.51 0.63 ACL
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|8 32873 0.36 0.34 LH
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6. sruuvlumsdiaizs

MIIAGN1IZNMTUITUVOITUINTAIMUUIAAVDY Panzar and Rose (1987) 9
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z wunamesvesiulsmeueniiinanese|dveasnms i Razvducshitoliidy
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Tﬂﬂ‘ﬂﬂ1ﬁ'ﬂ§] H 324Magseriin 0<H <1 nanao ¥1nA1T H UATHUBININHIDININUAUY

u

Y A A

=2 A = o W 9 =)
WUTAIDINITHNVIA (monopoly) Lummﬂﬂmﬂaﬂuuﬂaﬂuﬂ%i]ﬂmu@unu”lmwammJ



115

1 4 o { o [ o 1 v W
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Variable Maximum Minimum Average median S.D.

Total Asset (M.Baht) 1,572,778 308 464,910 406,628 414,096
Total Revenue (M.Baht) 101,808 28 25,777 19,228 24,454
Interest Revenue (M.Baht) 79,769 16 21,228 17,077 19,496
Operating Expense (M.Baht) 36,654 20 9,484 6,190 9,614
Non Interest Revenue (M.Baht) 25,039 -5,050 4,549 2,034 5,931
Interest Expense (M.Baht) 32,885 4 8,163 6,553 7,523
Deposits (M.Baht) 1,267,068 124 372,178 333,510 349,361
Loans (M.Baht) 1,035,391 82 340,664 310,232 296,116
Equity (M.Baht) 164,392 924 40,055 25,188 37,509
Total Debt (M.Baht) 1,408,386 199 424,855 370,535 378,878
Branch 946 1 334 167 303

o o qu/ 1 a [ 4 qu/
TR 221 UIUNIIN FIYTUMIHUAVDITUIAIT A9 dUNTNYTIUNIHUA (total

revenues/total

A 9 <3 a A v 1 =1 o
assets) Lu@\1ﬁ]"lﬂslli’)L‘VIi]ﬁ]i\ﬁ/l‘ﬂiTﬂaIﬂﬂﬁ?l!iﬁillu‘ﬁHWﬂ"lﬁJi"lﬂiiJﬁﬂﬁnﬂ

dy 1 o J ~ @ 3 = agq Y o 3| o Y
ADNIVININNINTIYTUINNAITITULHYY @NuuilQﬁlllql@hl‘l’i'iTEJﬁ‘]Ji'JiJL‘]Ju@'JLWIuEU’ENTIfJUlﬂ

Y
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% ] I o 1 1 Y 1 a 3
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. . y IS @ 1 Y1 Y & Y1 I3 o
(interest expenses/total deposits) tNoLuANY A lFaeaendedeerade ldinduilade
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1 v ~

Y { o 1 [ 1 Y o a [
A 1F918n199 5N AUUBIsUIATNENAAD5185D taz(2) Arlsrelumsdutuauae
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v o

4 1< Y 1 1
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)

EXF azldduilsaraq 1au FudinsaudeAunIwisIuiavua (total
deposits/total ~assets) ﬁuﬁsi@ﬁuﬂ%’wﬁﬁmﬁwm (loan/total  assets) F3mAT 19z TiHade
S5 0U09TInT Tuvae g sisu Funindauianue (total ~ assets) E1VIFUIATT
(branch) 92T udulsMTuGIMUVLIANTe scale  factor YBUAALFUIAT ROV TIHARD

o A o (] YA 9 1 A v . 3
FYIVUTUINT Elu"llﬂ!gﬂ ams FIUVDIHND Y UADTUNTNYT IV (equity/total assets) a1t
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M5191 3 wamsdszanamaininyy INTR, =a+ Y AINFIP,+ 37 7 INEXF, +e

Yowail 2003-2007

u

Au5m 1% : Total Revenue/Total Asset

ﬂuﬁmmmnﬂﬁzm‘n TN, SW.+58. FN.+BRN.

(0)) 2 3 @ ) ©) ()] ®
Predictors Coefficient | Coefficient | Coefficient | Coefficient | Coefficient | Coefficient | Coefficient | Coefficient
Constant -0.059 1.288" -0.437 0.625 0.493 1.656 -0.852" -0.115
Interest Expense/Total
Deposit 0.556' 0.551°" 0.277" 0.239" 0.565" 0.568" 0.319" 0.287"
Operating Expense/Total
Asset 0.280" 0.228" 0.437" 0.475" 0.426" 0317 0.232" 0.221°
Total deposit/Total Asset 0.535° 1.450° -0.034 0.886" 0.540° 1.550" 0.261° 0.832°
Loan/Total Asset -0.013 -0.031 -0.062 -0.101 -0.061 -0.114 -0.068 -0.108°
Equity/Total Asset 0.382" 0.399" 0.226" 0.295" 0.365" 0.397" 0.269" 0.296"
Total Asset 0.111" 0.062" 0.108" 0.061°
Total Deposit/Total Debt -0.810 -0.875" -0.851 -0.551
H-statistic 0.836 0.779 0.714 0.714 0.992 0.885 0.551 0.508
Wald Test (F-statistic) for
testing H =0 139.809" 99.361" 59.408" 58.724° 72.678" 46.847" 68.665" 40.703"
Wald Test (F-statistic) for
testing H = 1 5.384° 7.955" 9.529" 9.4301" 0.005 0.787 45.652" 56.603"
R-Squares 0.86 0.82 0.73 0.73 0.89 0.86 0.64 0.62
Adj. R-Squares 0.85 0.81 0.70 0.70 0.88 0.85 0.61 0.59
No. of Observations 93 93 64 64 70 70 87 87

a = significant at 99%
b = significant at 95%

¢ = significant at 90%
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yaya
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2003-2007

fauJsm1a : Total Revenue-Loan Loss Provision/Total Asset

smﬁmmmnﬂssmn BN SN+ 58, SN+ 5AN.
@ Q) 3) (O] ) (6) @) )

Predictors Coefficient Coefficient Coefficient | Coefficient | Coefficient | Coefficient Coefficient Coefficient
Constant -0.969 -0.258 3237 2.667" -0.599 0.051 -1.773° -2.403"
Interest Expense/Total
Deposit 0.603" 0.580" 0.069 0.045 0.751" 0.736" 0.133 0.128
Operating Expense/Total
Asset -0.099 -0.156 -0.131 -0.109 -0.122 -0.268 -0.152 -0.150
Total deposit/Total Asset 0.852" 0.369 -0.555 -0.396 0.846" 0.798 0.430° -0.622
Loan/Total Asset -0.309" -0.268 -0.283 -0.290 -0.296 -0.314 -0.265 -0.228
Equity/Total Asset 0.645° 0.480"° 0.360° 0.346° 0.632° 0.515" 0.468" 0.347"
Total Asset 0.115° 0.045 0.122° -0.017
Total Deposit/Total Debt 0.568 -0.034 0.225 1.030
Branch
H-statistic 0.504 0.424 -0.062 -0.064 0.630 0.467 -0.019 -0.022
Wald Test (F-statistic)
for testing H=0 8.326" 5787 0.051 0.054 4.583" 2.474 0.010 0.014
Wald Test (F-statistic) for
testing H =1 8.095" 10.690" 14.991° 14.965" 1.594 3.216° 29.033" 32216
R-Squares 0.53 0.51 0.28 0.27 0.60 0.57 0.24 0.25
Adj. R-Squares 0.50 0.47 0.20 0.20 0.56 0.53 0.18 0.19
No. of Observations 93 93 64 64 70 70 87 87

a = significant at 99%
b = significant at 95%

¢ = significant at 90%
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73 ! a d' 1T a v
aaauduvenaduihn (308@Y)

HENSILEUINS 2003 2004 | 2005 | 2006 2007
NIUNW 76.1 787 789 | 784 81.7
n341ne 97.3 93.5 910 | 957 95.6
nang Ing 80.0 839 | 91.0| 900 97.2
Inevnaisd 83.4 889 | 970| 881 94.7
N3993 04501 94.0 84.3 80.1 81.7 88.9
nesALIAY 116.0 1137 | 109.6 | 1215 157.4
113 Ine 93.5 1132 | 1074 | 954 100.1
nalp' 109.2 1267 | 167.0 | 169.4 230.4
Inesuias 61.0 70.5 70.6 56.6 574
FUTA 788.9 689.1 | 106.6 | 100.8 117.4
uasria lne 79.2 86.6 | 752| 660 752
gloil 85.3 852 | 1041 | 1047 93.1
Fuoite’ na. 1515 | 1157 | 108.1 84.2
wauAuoUIAd na. 427 99.6 98.0 149.2
Tnonsan’ n.a. na. na. | 3246 114.1
EXIM 1,204.8 1,017.3 | 681.1 | 9933 1,151.0
SME n.a. na. | 4107 | 705.6 336.1
GHB 119.4 119.6 | 130.1 | 125.6 123.3
GSB 51.9 600 | 650 | 707 733
BAAC 115.0 108.5 98.9 87.6 88.7
FIWEM IV’ 90.5 92.7 89.3 87.1 92.0
swsnmsile s’ n.a. n.a. 99.6 | 100.7 146.2
FINFNMIANIZHIV95T’ 85.3 89.6 93.3 91.8 92.9
FIUNNEIAG 89.5 9.1 90.1| 881 92.4

A a a ~ N ~ 2 Y 2a & S
HUBHUA ]‘ﬁu1ﬂ1ﬂﬁﬂiﬂu1ﬂu ‘ﬁuWﬂTTﬂﬁIfQﬁJ TUIMTAUDINY ﬁuWﬂWﬂLauuﬂuﬂl%ﬂlﬁ Nﬁﬂ1u3!ﬂuﬁu1ﬂ15ﬁﬂuﬂﬂ 2005

2 a A < A ' :: =
‘ﬁu1ﬂ']§.l1/lﬂmiﬂ€ﬂ Hamuzidlusumsiweswdosdauail 2007

Ed
* SusuIMsINYsAMIAY ‘ﬁu1ﬂ15‘ﬂﬁ1f9‘l} FUIMTAUOLTY ALAT) 2005

k4
a d J v v
! ﬂ‘i$ﬂﬂuaﬂﬂﬁu1ﬂ1ﬁqﬂﬂlﬂiﬂﬁ1ufﬂ 2007 !,!EW‘ﬁlﬂﬂ']i!!auﬂllﬂu!%}”lff@’lﬁ!m"ﬂ 2005

* 135931 EXIM Bank 4182 SME Bank

* SWYNEUINTT MINBDIAURDEANMIIOATE 3-5




129

UIFUNIN

Allen, F. and D. Gale (2004), “Competition and Financial Stability”, Journal of Money,

Credit and Banking, 36, 453-480

Beck, T.(2008), “Bank Competition and Financial Stability: Friends or Foes?”, Working

Paper No.4656, The World Bank, Washington D.C.

Bectas, E. (2008), “Competition Conditions in Pre and Post Regulation (Banking Crisis) Era:
The Case of North Cyprus”, Proceedings, EABR and TLC Conferences, Salzburg,

Austria

Berger, A., L. Klapper and R. Turk-Ariss (2008), “Bank Competition and Financial

Stability”, Working Paper No0.4696, The World Bank, Washington D.C.

Bikker, J.A. and K. Haaf (2000), “Measures of Competition and Concentration in the

Banking Industry: A Review of Literature”, Research Series Supervision No.27,

De Nederlandsche Bank

Bikker, J.A. and K. Haaf (2002), “Competition, Concentration and Their Relationship: An
Empirical Analysis of Banking Industry”, Journal of Banking and Finance, 26,
2191-2214

Bikker, J.A. and J.M.Groeneveld (2000), “Competition and Concentration in the EU

Banking Industry”, Kredit and Kapital, 33, 62-98

Bresnahan, T.F. (1982), “The Oligopoly Solution Concept is Identified”, Economic Letter,
10, 87-92.

Chan, D., C. Schumacher, and D. Tripe (2007), “Bank Competition in New Zealand and
Australia”, Paper in 12th Finsia-Melbourne Centre for Financial Studies Banking

and Finance Conference, Melbourne, 24-25 September 2007



130

Claussens, S. and L. Leaven (2004), “What Drives Bank Competition? Some International

Evidence”, Journal of Money, Credit and Banking, 36, 563-583

De Barant, O. and E.P. Davis (2000), “Competition Contestability and Market Structure in
European Banking Sectors on the Eve of EMU’, Journal of Baking and Finance,

24, 1045-1066

Gelos, R.G. and J. Roldos (2002), “Consolidation and Market Structure in Emerging
Markets Banking Systems”, Working Paper No. 186, International Monetary Fund,

Washington D.C.

Iwata, G. (1974), “Measurement of Conjectural Variations in Oligopoly”, Econometrica,

42, 947-966.

Keeley, M. (1990), “Deposit Insurance, Risk and Market Power in Banking”, American

Economic Review, 80, 1183-1200

Lau, L.(1982) “On Identifying the Degree of Competiveness from Industry Price and Output

Data” Economic Letter, 10, 93-99.

Lloyd-Williams, D.M., P. Molyneux, and J. Thornton (1991), “Competition and
Contestablity in the Japanese Commercial Banking Market”, Research Papers in

Banking and Finance No. 16, Institute of European Finance, Bangor

Molyneux, P., D.M. Lloyd-Williams and J. Thornton (1994), “Competitive Conditions in

European Banking”, Journal of Banking and Finance, 18, 445-459

Murjan, W. and C. Ruza (2002), “The Competitive Nature of the Arab Middle Eastern

Banking Markets”, International Advances in Economics, 267-275

Nathan, K. and E.H. Neave (1989), “Competition and Contestability in Canada’s Financial

System: Empirical Results”, Canadian Journal of Economics, 3, 556-574



131
Niimi, K. (1998), “Big bang to Waga Kuni Ginkogyo: Jiyuka to Rireshonshippu Redingu”,

Japan Research Review (in Japanese)

Panzar, J.C. and J.N.Rose (1987), “Testing for ‘Monopoly’ Equilibrium”, Journal of

Industrial Economics, 35, 443-456

Shaffer, S. and J. Disalvo (1994), “Conduct in a Banking Duopoly”, Journal of Banking

and Finance, 18, 1063-1082

Schaeck, K. and M. Cihak (2007), “Banking Competition and Capital Ratios”, Working

Paper No. 216, International Monetary Fund, Washington D.C.

Vesala, J. (1995), “Testing for Competition in Banking: Behavioural Evidence from

Finland”, Bank of Finland Studies

Yuan, Y. (2006), “The State of Competition of the Chinese Banking Industry”, Journal of

Asian Economics, 17, 519-534



