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Are SMEs Real Victims of Asian Finan-
cial Crisis; Evidence from the 1999

Thailand Industrial Survey Data

After the 1997 Asian financial crisis, many lit-
eratures study credit crunch in east Asian coun-
tries.  Those studies also argue that small and
medium-sized enterprises (SMEs) or smaller
firms tend to be rationed by financial institutions
more than larger cou nterparts.  However, there
are no empirical studies about this argument,
which may due to data limitation. By using the
1999 Thailand industrial survey, this paper stud-
ies whether smaller firms face more credit ra-
tioned than larger firms. Generalized ordered
logistic regression are employed to estimate the
probability a firm suffer decreasing in credit
availability. The results however, show that
even firms reported sharply decreased in credit
availability, SMEs may not su ffer from credit ra-
tioning more than larger firms as we thought. In
fact, when firm sizes are break down, there are
more probability in decreasing credit availability
for small and large firms while there is less for
medium-sized firms. Firms who export or re-
ceive foreign direct investment which are believed
to have better reputation and borrow easier from

bank also reported small different probability.

The study hope to encourage more studies to
utilize data in hand for doing research about
firms,

small particularly in countries where

well-constructed data are difficult to acquire.
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Robin Hood in a Financially Open Econ-
omy : Does Globalization Escalate Social Con-
flict

Abstract

In recent years, many political groups have &-
pressed protests against “financial globalization”
through street battles and demonstrations at the
Summits, the Davos, and the annual meetings of
WTO, IMF, and the World Bank. These
anti-global activists claim that international
capital flow is one of the major sources of n-
creased economic turmoil and social unrest in
developing countries; then capital movements
should be restricted. However, the claim sharply
contrasts with the standard economics argument
that the liberalization leads to more efficient
world capital allocation and must be beneficial.
Should international financial liberalization
benefit developing countries? This paper studies
the effects of international financial liberalization
on domestic distributive conflict under autocratic
political regimes. In the model, redistributive
policy is strategically determined by the rich to
prevent distributive conflict. We examine how the
incentives for the rich to redistribute are affected
by liberalization. It is shown that the incentives
crucially depend on the direction of capital flows,
which is determined by the level of distributive

conflict or political risk; however, the level of

conflict itself is determined by redistributive pol-
icy. Then, there may be a circular argument or a
positive feedback, which leads to the possibility of
multiple equilibria: one equilibrium is character -
ized by a high political risk, capital outflows, and
a low redistribution, while another is character-
ized by the opposite features. The access to in-
ternational financial markets may benefit the
economy but need not, since the rich may find it
more profitable to engage in capital flight than to
resolve conflict. Furthermore, the equilibrium
multiplicity may explain: why autocratic open
economies are unstable in the sense that small
shocks in expectations (sunspots) and in funda-
mentals generate large capital flow reversals; why
some autocratic governments are egalitarian (like
Asian developmental dictatorships), but others

are not.

Keywords: Financial liberalization; Distributive
conflict; Political risk; Redistributive policy; Au-
tocracy; Self-fulfilling expectations; Multiple
equilibria

JEL classification: D74; F21; G15; H23

*The author would like to thank Bill Schworm,
Hodaka Morita, Gautam Bose, Shin-ichi Fukuda,
Masaya Sakuragawa, Eiji Ogawa, Paolo Giordani,
Robert Hill, Kaoru Hosono, Esturo Shioji, Masa-
hiro Ashiya, Tsunao Okumura, and seminar par -
ticipants at the Institute of Statistical Research,
Yokohama National, and Nagoya City University
for their helpful discussion.
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“Institutional Dollarization” of Asian

Currenciest

Abstract

Previous studies show that after the Currency /
Economic crisis of 1997 and 1998, Asian curren-
cies are again strengthening their linkages, or
pegging, to the U.S. dollar. Our calculations also
confirm such a trend. Volatility of Asian curren-
cies’ exchange rates to the U.S. dollar has fallen
recently to the almost same levels as before the
crisis. The volatility of Nominal Effective Ex-
change Rates has also diminished.

We could evaluate such situation as
“Institutional Dollarization”, since players in
Asian economies seem to welcome the nominal
stability of the exchange rates to the U.S. dollar.
From the trading side, the dollar-pegged zone
comprises an increasing share of the trading
partners for Asian economies. Multi national
enterprises, which account for a large share in
exports from Asian economies, also fav or pegging
to the U.S. dollar. Stable forex rates against the
U.S. dollar are considered to help maintaining
constant foreign direct investment inflow and
under

export-oriented industrialization. And,

“Institutional Dollarization”, Asian economies
can enjoy low interest rates, free capital
movements, and stable forex rates

simultaneously. De-internationalization of their
own currencies also helps to stabilize forex rate
movements.

But, at the same time, threats and side
effects of “Institutional Dollarization” are now
becoming apparent. The widening current
account deficit in the United States, where the
dollar is the currency, implies the risk of global
currency rates adjustments. Some Asian central
banks are heavily selling their own currencies to
stabilize them against the U.S. dollar, while such
interventions conflict with their domestic
monetary policy in some economies. In addition,
increasing weights of the U.S. dollar could erode
their asset quality. Although
de-internationalization of currencies weakens
market pressure, it impedes the development of
the forex futures and options market. Moreover,
high open economic structure of Asia makes it
very difficult to curb forex speculations.

We could conclude that in Asia, the side
effects — or risks - of Dollarization are increasing
to the level where gradual loosening of it should
be considered. Assuming small price effects on
exports from Asian economies, the negative
impact of gradual appreciation to the real
economy would be minor. On-going initiatives to
improve Asian financial system, such as the
ABMI (Asian Bond Market Initiative) would help
smooth transition of Asian financial system out of
the current dollarized situation through reducing

dependence on the U.S. dollar. To be effective,
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such measures should be designed to offer

benefits of de-Dollarization to economic players,
economy.

Original paper is available at http : // www.tcf.or.jp /
Activities /2004AT10 / gatewaypagAT102004.html

such as exporting enterprises or investors.

1 This report is based upon the paper submitted to 14t
Annual AT10 Research Conference “The Emegence of
China and the Evolution of Regional Economic Integra-
tion in East Asia”, on February 3-4, 2004. The Tokyo
Club Foundation for Global Studies, the sponsor of
AT10 Research Conference, was established by Nomura
Securities Co., Ltd. in 1987 as a non-profit organization
for pramoting studies in the management of the global



32

The Choice of Outside Equity: Public ver-
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