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ABSTRACT

The Thai commercdals panks have experienced a tremendous growth
in sizes during the last three decades since 1953, Every bank has been
expanding its operation by setting up nationwide branch offices, This
expansionary strategy has resulted in the banking operations so extensive
and complex that decentralization of authority and responsibility was
inevitable to maintain smooth:and efficient operation, Delegation
of authority and responsibility to branch managers with the aim of
increasing their flexibility-and-efficiency-creéated another complex
problem respecting management control ovexr the branch offices by the
head office, The research study, therefore, focussed mainly on means
and methods utilized by .the head offices of Thai cgmmercial banks in
exercising theilx controls ovexs the branch offices in tbe areas of safety,

liquidity and profitability/ management,

Extensiye review of the existing literatures on principles
theories, and practices of management caontreol were caxxied out prior
to actual field suryey, In collecting field data, personnal interviews
with the bank officers directly responsihle for the control over the
branches were carried out at the head offices of a sample of large,

medium, and small size Thai commercial banks,



The findings of this study were as follows; large-size and
medium-size banks, with more numerous branches, delegated a large
amount of responsibility and authority to regional and district
managers whereas the small-size banks exercised a direct control
over their branches. The branch managers were held accountable for
carrying out their duties within the framework of rules, orders, and

policies laid down by the head offices on the following areas.

1. Deposit Manmagément. | The branches were held accountable

for maximizing deposit eXpansion with a high priority given to low-cost
deposits. Follow-ups and /measures to prevent frauds and embezzlement

of deposit funds were garried out by the head offices.

2. Credit Management, The credit policies, plans, and targets;

authority and rules for approving leans; and procedures to be followed
in entering credit contracts were laid down by the head offices.,
Moreover, the control of credit quality; classification of borrowers;
evaluation of lending function; fixing interest rates, discounts, and

various fees were also carried out by the head offices,

3. Expenditure Controls /) Thejbranchiscprofit target; and

the rules for ‘dpproving, restricting, and limiting expenditures were

set by /the 'head ©ffice,

4, supplies and Equipment Management, The branches were

required by the head office to keep up~to-date records for all supplies
and equipment and insure them against loss ox damages{ laid down rules

and instructions in handling and maintaining each piece of supplies or

equipment to lengthen its maximum possible useful life, and ohtain the

approval of the head office prior to the purchase of and relatively

high~valued item,



5. Personnel Management. All rules and precedures governing

recruitment, selection, training, promotion, evaluation, compensation,
and planning of branch's manpower requirement were laid down by the

head office,

6. Reporting., Branches were required to prepare and send
periodical reports on their operations to their head office so that
the head office could make regular evaluations of the branch performance

regarding to growth, liquidity, efficiency, and profitability.

7. Branch Audits /The branch audit was carried out, at least
once a year, by a branch auditor dispatched by the head office to
scrutinized the condition of deposits, credit, income, expenditures,
cash, employment, and so on ofii each dindividual branch, prepare and
submit a report to the top executives. of the head offices. Basing
on this report the head office would then send instructions to the

individual branches to take corrective actious/ where required,

8. Branch -Inspection. Occasional Inspection tours to the

branches would be made by the top executiyes from the head offices
to cbtain a first-hand obseration on the'actual operations of the

branches and to study the problems facing them,

The 'branches were required to ¢btain priox approval from
their head offices, or regional offices, or district offices hefore

implementing any action or decision beyond their yested authority,

This study also revealed five major aspects of the existing
management control system requiring urgent impxroyement, Firstly,
competition intensity at the branch level is now so high in the
banking industry that many branches are, predictably, heading for

business fajlure if thejxr competitive position continue to slip



2

further: Secondly, another crucial factor in the development now
that can ruin many branches is now their alarmingly increasing number
of low-quality borrowers. Thirdly, a large number of branches are
still subject to excessive control by their head offices at the
expense of almost completely dissipating flexibility and efficiency
of the branch managers., Fouxrthly, communications between the head
offices and their branches are still rather inefficient. Lastly,
human-resource development-at the branch level is still inadequate
for many commercial banks, . Moreover, a large number of branches

were found to be lacking modern banking equipment;

With the present trend of Thailand's domestic banking industry
characterized by high competition at all levels designing and
implementation of efficient management control systen is crucially
important for the business survival of any commercial bank, HoP;fully,
the findings from. this research study should serve any bank as a
starting point in Yeyiewing and redesigning their existing branch

management control system,
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