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ABSTRACT

This study investigated the effect of shareholders-creditors asymmetric information on non-performing loans
in commercial banks in Kenya. The study also looked into the moderating effect of bank size on the relation-
ship between shareholders-creditors asymmetric information and non-performing loans. A descriptive survey
research design was adopted in the study. The population of the study was the 39 commercial banks. The
study used dividend payouts as proxy for measuring shareholders-creditors asymmetries information. Proxy
for measuring non-performing loans was taken as non performing loans to total loans and Bank size meas-
ured by logarithm of total assets was used as moderating variable in the study. Secondary data for analysis
were obtained from financial statements of commercial banks and central bank of Kenya supervisory reports.
Normality test was confirmed using skewness and Kurtosis tests. Time scope was 10 years from 2013 to 2022
as the period is recent and there was enough data available and reliable for the study. Geographical scope
was the 39 Commercial banks licensed and operating in the republic of Kenya. The research established that
shareholders-creditors asymmetric information does not have significant relationship with non-performing
loans. The results however confirm that Bank size has moderating effect in the relationship between share-
holders-creditors asymmetric information and non-performing loans.
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INTRODUCTION

Rising levels of non-performing loans (NPLs) on the financial statements of banks remained to be an im-
portant cause for concern for policy makers (Fell, Grodzicki, Martin and Brien, 2016). According to Assaf,
Matousek and Tsionas (2013), non-performing loans is a by-product of the loaning process and is an unwant-
ed output. The non-performing loan (NPL) ratio in the euro area increased from 3% to 8% during the global
financial crisis, with lower interest rates and bank-specific factors affecting credit risk. Greece is seeking a
systemic solution to bad loans. Chinese commercial banks' average NPL ratio reached 1.9% in 2018, a ten-
year high, with "lending at risk of becoming non-performing" reaching 3.4 trillion yuan (Huljak, et, al., 2020,
CBIRC. 2019)

Non-performing loans has been considered as the major cause of Financial crises witnessed in numerous
countries. The latest financial crises were faced in the US subprime mortgages due to the financial credit
crunch that occurred in 2007 and 2008, resulting in financial crises and financial market instability. According
to Barbaroux (2014) information asymmetry cause both market failures and market opportunities. Mainstream
economists regard information asymmetry as the main source of market failures since it affects how individu-
als assess the quality of goods and services obtainable in the marketplace (Akerlof, 1970) and how individu-
als anticipate on the intentions of others and agency (Spence 1976). After the global crises, NPLs are under
the eyes of government, management of banks and researchers since it has been considered as main causes of
bank the failure and crises of the banking system (Ghosh, 2015). The increasing level of NPLs affect the
commercial banks in the long run then financial position of the economy in the country (Souza and Feij,
2011).

Determinants of Non-performing loans have been classified into macro and micro economic factors (Louzis,
Vouldis and Metaxas, 2012). Backer et al. (2015) and Louzis et al. (2012) focused on external events such
as the macroeconomic variables such as GDP growth, real interest rates, inflation rate, real exchange rate,
unemployment rate and money supply conditions as key determinants of non-performing Loans. On the other
hand Podpiera, (2012) focused on micro —economic factors also referred as bank-level factors (moral hazard,
bad management, skimping or excess lending) bringing to fore studies in asymmetric information as part of
micro economic and or bank specific factors. The 2007-09 global financial crisis has thus highlighted the role
of asymmetric information and non-performing loans. After the said global financial crisis, incorporating
asymmetric information into dynamic general equilibrium models is growing. Spina (2019), posit that to avoid
future predicaments similar to financial crisis of 2008 regulators and supervisors of financial industry must
monitor indicators beyond the traditional economic parameters such information asymmetry. A prime study
on the information asymmetry was published by Akerlof(1970) in which the author discusses the externality
caused by the divergent amount of private and social returns on various economic activities, and thus the need
for intervention to redistribute welfare. According to Barbaroux (2014) information asymmetry is considered
as a major source of market failures because it affects the quality of goods and services available on the
market and disturbs the process of allocating resources efficiently and on the other hand, information asym-
metry is presented as a major source of market opportunities.

According to CBK (2020), the stock of non-performing loans (NPLSs) increased by 29.6 percent to Ksh.436.1
billion in December 2020 from Ksh.336.6 billion in December 2019 and Asset quality, which is measured by
the ratio of gross NPLs to gross loans increased to 14.5 percent in December 2020 from 12.5 percent in
December 2019. Study of (Rodoni & Yaman (2018), indicates that information asymmetry has significant
effect on non-performing loans but only for a short run. According to (Islam and Nishiyama, 2017) infor-
mation asymmetry of borrowers only cause deterioration of non-performing loans but did not establish if
shareholders-creditors asymmetric information affect non-performing loans. The studies (Zhang, Cai,
Dickinson and Kutan 2015; Podpiera and Weill (2008); Islam and Nishiyama 2017) did not consider other
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types of asymmetric information such as shareholders-creditors asymmetric information and other factors that
are known to affect information asymmetry and non performing loans such as bank size. Zhang et al. (2016)
find the empirical evidences of moral hazard behavior among the banks with higher portion of problematic
loans on the books, suggesting that its the level of non-performing loans that causes moral hazard behavior
and not the vice versa.

In as much as researches have been done on the relationship between asymmetric information and non-
performing loans the great bulk of the literature has been devoted to developed countries and the emerging
economies of Asia and Latin America, very little scholarly focus have been oriented towards Africa continent
despite growing rates of nonperforming loans (Triki & Gajigo, 2014). Studies have focused on information
asymmetries on capital market stock tradings and not on credit markets (Martins and Paulo 2014). The studies
too have focused on information asymmetries between borrowers and managers and failed to look at entire
stake holders opportunism (Karlan and Zinman, 2009). In most tests bank size has not been used as moderat-
ing variable in the relationship between asymmetric information and non performing Loans (Mish-
kin,2011;Janda & Krasvtsov 2018).

With respect to increase in non-performing loans and increase in asymmetric information, commercial banks
in Kenya are does trapped in gridlock and are likely to collapse and result in collapse of Kenyan economy.
Empirically there is therefore no agreement on the effect of shareholders-creditors information asymmetry on
non-performing loans in Commercial banks in Kenya. There is therefore need to establish the effect of
shareholders-creditors asymmetric information on non-performing loans and be able to understand how
shareholders-creditors asymmetric information affects non-performing loans in Commercial banks in Kenya.
This study consider the effect of shareholders-creditors asymmetric information on non-performing loans in
context of stakeholders opportunism, transaction cost economics and incomplete contract theory. The study
used dividend payouts as a proxy of shareholders-creditors asymmetric information and used non performing
loan to total loans to measure non-performing loans. This study thus established the effect of shareholders-
creditors asymmetric information on non-performing loans in commercial banks in Kenya.

Objective of the study

The objective of the study was to determine the effect of shareholders-creditors asymmetric information on
non-performing loans in commercial banks in Kenya. The study was guided by the following specific objec-
tives:

= To evaluate effect of shareholders-creditors *asymmetric information on non performing loans in com-
mercial banks in Kenya.

= To establish the moderating effect of bank size in the relationship between shareholders-creditors asym-
metric information and non-performing loans in commercial banks in Kenya.

The hypotheses were stated in a null context as follows:

= Hp: There is no significant relationship between shareholders-creditors’ asymmetric information and
non-performing loans in commercial banks in Kenya.

= Hyy: There is no significant moderating effect of bank size in the relationship between shareholders-
creditors asymmetric information and non-performing loans in commercial banks in Kenya.

LITERATURE REVIEW

Asymmetric Information Theory

The theory of asymmetric information suggests that, if a participant who has privilege of more information
capitalizes on the same information it can result in market imperfection. This theory was postulated by
Akerlof (1970) in his paper named “Lemons”: Quality uncertainty and the market mechanisms. This is a
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theory relevant for situations where there is imperfect knowledge and in particular occurs where one party has
different information to another. According to Auronen ( 2003) the theory of asymmetric information make it
clear that it may be hard to differentiate good from bad borrowers, which may result into adverse selection and
moral hazards problems. Jensen and Meckling (1976) agency theory outline two kinds of moral hazard
problems: managerial rent-seeking; which takes place when agents pursue their private gains by investing in
projects with poor returns and conflict of interest between shareholders and creditors and further suggests that
both of these moral hazard problems lead to a larger number of NPLs in the banking sector.

The theory proposes that an imbalance of information between two parties that can lead to inefficient out-
comes in certain markets. Williams (2011) state that when the model includes a hidden state variable, an
additional state variable is needed which gives a brief statement of “shadow value” of the state to capture
history dependence in the contract. In the case of hidden information and actions, the dividend payout ratio for
example could represent the shadow value of shareholders hidden information and actions. Tarchouna,
Jarraya, and Bouri (2019) state that shadow pricing (costing) are used when undesirable outputs’ prices are
unavailable. Therefore from desirable output and the actual output one can assess the unobservable output
(shadow value) of asymmetric information. In this study asymmetric information is assumed to exist where
there are hidden actions (adverse selection) or hidden efforts and or actions (moral hazards) or both and this
theory informs the use of shareholders-creditors asymmetric information as a variable and dividend payout
ratio as a proxy for measurement.

Stakeholders Opportunism

Werder (2011) propagated Stakeholders opportunism through his study on corporate governance and stake-
holder opportunism. According to Werder (2011), the terrain has been broadened from its traditional narrow
interest in the principal agent problem between shareholders and management to the more comprehensive
stakeholder approach of corporate governance. According to Werder (2011), the classical principal agent
problem emanates from likely opportunistic behavior of the management, which compromises the interests of
the shareholders. However, as the notion of stakeholder opportunism points out, not only the management of a
company can exercise opportunism; rather, all stakeholders of a company can (and will to some extent) have
options to behave opportunistically and at the same time stand the possibility of being victims of other
stakeholders’s opportunism.

Rudolf (2019) explained that opportunistic attitudes may be presented not only by the management board of a
company but also by its other stakeholders and may use incompleteness of agreements that have been entered
into or asymmetry of information in order to increase their gain at the expense of others. Janda and Kravtsov
(2018) test the evidences of moral hazard in the relationships between shareholders, bank managers and
regulatory restraints, the results hold-up theoretical argument of Pecking order of risk preference of the agents
propagated by Jeitschko and Jeung (2005) as follows; first order is bank manager, the second is shareholders
and last regulators in support of stakeholders agency theory. In this study stakeholders’ opportunism informs
the use of shareholders-creditors asymmetric information as a variable and where there is a relationship
between asymmetric information variable and non performing loans there is stakeholders opportunism.

Pecking Order Theory

Pecking order theory originates from Donaldson (1961) whose study suggests that firms favor internal
financing over external financing. It was further developed and propagated by (Myers & Majluf, 1984). It
states that companies prioritize their sources of financing (from internal financing to equity) according to the
cost of financing, preferring to raise equity as a financing means of last resort. Hence, internal funds are used
in first instance, and when that is exhausted, debt is issued, and when it is not reasonable to issue any addi-
tional debt, equity is issued.). Myers (1984) argues that adverse selection and information asymmetry cause
firms to prefer internal financing over external financing
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Myers and mazluf, 1984, argued that in the presence of incomplete information firms might suffer from
underinvestment problems. Pecking order theory proposition is thus to minimize the firm’s insiders-outsiders
issues related to information asymmetry by following a particular financing hierarchy (Myers, 1984; Myers &
Majluf, 1984). The theory gives a clear idea that the managers first prioritize the retained earnings to finance
their activities and if they need more funds, they choose to issue debt, lastly when issuing more debt makes no
sense, equity is issued. Pecking order theory, on one side, supports the assumption that high profitable firms
would most likely finance their activities with internal funds and would tend to lower the level of debt ratio.
The pecking order theory thus states that firms prefer to finance with internal funds. Ideally, a firm would
have a debt ratio equal to zero. However, only firms that have enough internal funds can reach this long run
equilibrium. In this study shareholders-creditors asymmetric information as measured by dividend payout is
used to measure preference of debt over retained earnings through risk shifting and or asset substitution which
is considered to exist in situation where retained earnings are distributed as dividend payouts instead of being
used to finance operations and investments in favor of debts and in process result in increase in non-
performing loans and decline in assets quality

Transaction Cost Economics (TCE) Theory

The Transaction Cost Economics (TCE) was originated by Coase (1937) who developed the theory from the
works of Chester Barnard, and Herbert Simon (Williamson, 2005b). Coase and Williamson then were award-
ed a Nobel Prize based on their contribution of so called “Transaction Cost Economics (TCE)" in 1991 and
2009 (Williamson, 2010) respectively. Transaction Cost Economics (TCE) seek to explain the existence and
boundaries of the firm (Williamson, 2008). Drawing from the theory of TCE, there is always transaction cost
in any supply chain interaction (Grover and Malhotra, 2003). This is because of the assumptions of bounded
rationality (Simon, 1957) and opportunistic behaviour (Williamson, 2008). Based on the classical economics
theory, it is assumed that humans have perfect rationality of their behaviours (Coase, 1937).

The particular version of Transaction Cost Economics (TCE) developed by Williamson (1975, 1985) explains
the latent conflict by the possibility of opportunistic behavior on behalf of the different parties to a
transaction. Opportunistic behavior leads to the cost of monitoring the outsourced production processes and
the quality of delivered products (Vieira et al., 2011). Although the firm may not discover any opportunistic
behavior of its suppliers, quality checking may still be necessary as long as the expectation of opportunistic
behaviour still exists (Lui & Ngo, 2012). Transaction cost economics thus suggests that economic actors select
governance modes that best mitigate the transaction costs associated with opportunism. This theory informs
use of the variable such as bank size with assumption that economies of scale emanating from bank size can
improve cost efficiencies and reduce information asymmetry.

The efficient market hypothesis

The Efficient Markets Hypothesis (EMH) is an investment theory primarily derived from concepts attributed
to (Fama, 1970). Market efficiency refers to the degree to which market prices reflect all available and
relevant information in an unbiased manner. The efficient market hypothesis (EMH) is a well-defined theoret-
ical body that has been discussed in numerous studies since its first introduction by Eugene Fama in 1970
(Titan, 2015). Since its conception, the EMH has become the cornerstone of neoclassical financial theory. The
modern portfolio theory (MPT; Markowitz, 1952), the capital asset pricing model (CAPM; Sharpe, 1964), the
option pricing model (OPM; Merton, 1973), and the arbitrage pricing theory (APT; Ross, 1976) were all
established based on the EMH. The theory states that markets prices are ‘efficiently’ reflecting available
information, and that, as such, price is a fair depiction of value. Because of the unpredictable nature of news,
neither technical analysis (which is a study of past prices to predict future prices), nor fundamental analysis
(which is he study of financial and economic data) can be accurate methods to forecast prices. The principle of
the Efficient Market Hypothesis (EMH) claims that beating the market is difficult because stock market
performance allows all relevant knowledge to both be incorporated and expressed in current share prices.
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In incomplete capital markets, there are severe adverse selection or moral hazard problems (Stiglitz & Wiess,
1981, Stiglitz 1990), which have unintended consequences. For example, in equity markets with adverse
selection, there can be average pricing which may deter the good or safer firms from remaining in the market
since the effective cost of capital for safer firms in such a scenario is too high and, ultimately, such markets
can be occupied only with high risk or bad firms, which may even lead to complete market failure (Akerlof,
1970).

Conceptual Framework

Shareholders-Creditors  information Non-performing loans
asymmetry .| = Nonperforming loans/ Total
»= Dividend payout 4 g Loan amounts

(Profits earned —retained profits

Bank Size
= Natural logarithm of total
assets

Independent Variables Moderating Variable Dependent Variable

Figure 1: Conceptual Framework

Shareholders-Creditors Information Asymmetry

The risk-shifting (asset substitution) problem introduced by Jensen and Meckling (1976) suggests that
shareholders can transfer wealth from bondholders by engaging in risky projects. It is perceived that share-
holders using management can shift risk assets from shareholders to creditors by paying themselves dividends
and in process shifting risks to creditors. Acharya et al. (2012) affirm that the high dividends paid by banks
during the turmoil revealed some risk shifting (or, asset substitution) on creditors. Onali (2014) examined the
role of dividends as a risk-shifting mechanism that can exacerbate moral hazard and the findings show that
banks that are close to depleting their capital pay more dividends to their shareholders, suggesting that
dividends are used to shift risk. The assumption in this study is that; in situations of no risk shifting, equity
shareholders should reinvest all profits and thus plowback ratio /retention ratio ought to be 100% until there is
no debt and thus dividend payouts ought to be zero. This is supported by Pecking Order Theory. The portions
of profits paid in form of dividends in presence of debt holders can thus be considered as shadow value of
risk-shifting to depositors. In this study shareholders-creditors asymmetric information and shareholders
moral hazard is measured using shadow value of risk-shifting (asset substitutions) inform of dividend payout
to shareholders.

Bank Size

Firm size as a moderator has gained the attention of various management researchers (Vij and Farooq, 2017).
Mahmood et.al (2019) investigated Moderating Effects of Firm Size and Leverage on the Working Capital
Finance—Profitability Relationship: Evidence from China. Obaje and Abdullahi (2021) study Moderating
effect of firm size on the relationship between board structure and firm financial performance in Nigeria.
Hassan & Aliyu, (2023) established Moderating effect of bank size on the relationship between interest rate,
liquidity, and profitability of commercial banks in Nigeria. Hassa & Usman (2020) study Determinants of
bank profitability with bank size as moderating variable in Indonesian banks.
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According to Akkaya and Uzar (2011), large firms are more diversified; therefore they face less possibility of
default than smaller firms. On the other side, there is however growing argument that big banks worldwide
continue to be more inefficient than their smaller counterparts, which is a paradox (Karray and Chichti 2013;
Asongu et al. 2018a; Asongu and Biekpe 2018).

Non-Performing Loans

Ozili (2019) in his study on the determinants of the asset quality as measured by NPL ratio in banks indicates
that more profitable banks show a higher level of non-performing loans. According to Ghosh (2015) the size
of the bank (measured by the value of its assets) is a factor that influences the quality of the loan portfolio and
Large banks using financial leverage may excessively increase their lending activity which is usually associat-
ed with a lowering of credit standards and thus expose themselves to the risk of losses on granted loans.
According to Barus, Muturi, and Kibati (2017) and Nazir (2010), non performing loans is measured using
non-performing loans to total loans . This study, therefore, used non-performing loans to total loans as a
measure of non-performing loans. This study aims to contribute to the Non-performing loans literature by
examining the effect of shareholders-creditors asymmetric information asymmetry on non-performing loans.
The study also study moderating effect of bank size in the relationship between asymmetric information and
non-performing loans in commercial banks in Kenya.

Effect of Shareholders-Creditors’ Asymmetric Information on Non-performing Loans

Jensen and Meckling (1976) agency theory outline two kinds of moral hazard problems: managerial rent-
seeking; which takes place when agents pursue their private gains by investing in projects with poor returns
and conflict of interest between shareholders and creditors and further suggests that both of these moral
hazard problems lead to a larger number of NPLs in the banking sector. According to Orina (2011), the
dividend decision is important to the company mainly because it provides the solution to the dividend puzzle
which is concerned about whether payment of dividend increases or reduces the value of the firm and it is part
of the company’s financing strategy, in that payment of high dividend means low retained earnings and hence
the need for more debt capital in the company’s capital structure. Dividend signaling has been explained from
various perspectives or theories, mainly, signaling theory (Miler & Rocks, 1985), pecking order theory (Myers
& Mazluf, 1984, Myers, 1984) and dividend life cycle theory (Deangelo et, al, 2006, 2008)6. These theories
often predict nearly opposite hypotheses. Later theoretical models (Leary and Roberts, 2011 ) have shown that
dividends are not paid randomly; rather, there is generally a partial adjustment of dividends towards a target
level, which is determined by firm-specific factors (so to say, endogenised); hence, relative to the stochastic
earnings, the dividends are rigid, with varying speeds of adjustments.

Bank Size and Non-performing loans

According to Karray and Chichti (2013) size brings economies of scale and accompanying cost reductions and
big banks are thus expected to have lower interest rates margins because they have more opportunities to
leverage their size to achieve economies of scale resulting in decrease in asymmetric information and non
performing loans. Stimpert, and Laux (2011) however argue that while costs decline as bank size increases,
these relationships do not hold indefinitely and diseconomies of scale are experienced by larger banks. Barrell,
Davis, Fic, and Karim (2010) did study to establish if there is a link between bank size and non performing
loans ratio by doing a microeconomic analysis of performance using a data set that contains 713 banks over
16 years in 14 countries: Belgium, Canada, Denmark, Finland, France, Germany, Japan, Netherlands, Nor-
way, Spain, Sweden, UK and US. The study found a strong relationship between bank size and non perform-
ing loans ratio and attributed the outcome with the existence of implicit too big to fail insurance which
induces moral hazard. This support the case that large banks hold more poor quality capital as compared with
small banks because of inducements of bailouts as suggested by Alessandri and Haldane (2009) and Kay
(2009). The study suggest that too big to fail problem is relevant in today’s financial markets and informs the
use of bank size as a moderating variable in this study. Natural logarithm of the total assets ratio of bank is
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used to measure bank size as such measure indicates the banks’ capital strength for a particular year (Durguti,
2020

METHODOLOGY

The study was of a descriptive survey design nature. The design was used to investigate the effect of share-
holders-creditors asymmetric information on non-performing loans of commercial banks in Kenya. The
population consisted of 39 commercial banks licensed by the Central bank of Kenya and operational in Kenya
in the period between 2013 to 2022 and the data was collected from the financial statements of each commer-
cial bank and annual reports from CBK database. Out of the licensed 44 commercial banks in Kenya, only 39
commercial banks were fully operational and financial results were available for the years 2013-2022, the
period of the study. Charterhouse Bank, under statutory management, Fidelity Commercial Bank, undergoing
acquisition, Chase Bank and Imperial Bank Ltd in receivership during the period of the study have been
excluded.

The data collected was put in data collection sheets and then analyzed in SPSS and results obtained. The
Statistical Package for Social Science (SPSS) was used to analyze the data. Descriptive statistics was used to
describe the variables Shareholders-creditors asymmetric information was taken as independent variable(s)
and non-performing loans for each year taken as dependent variable, whereas bank size was taken as moderat-
ing variable. The study used an OLS regression model as used per (Micco & Panizza, 2006; Berrospide &
Edge, 2010; Carlson et al., 2013). Before carrying out the analyses, the correlation between the independent,
dependent and moderating variable was checked. This analysis tested the hypothesis that the independent
variable has its own specific asymmetric information value in its ability to explain the relationship between
asymmetric information and assets quality. The significance of the coefficients was calculated at 95% confi-
dence level. Further inferential statistics were used to show the effect of shareholders-creditors asymmetric
information on non-performing loans, to determine the validity and reliability of the secondary data, data was
confirmed to be Suitable, met the objective, is current, accurate, credible and from authoritative source which
is Central bank of Kenya supervision annual reports and verification was done with financial statements of the
commercial banks in Kenya.

FINDINGS AND DISCUSSION

Descriptive statistics

Descriptive statistics were employed to provide: means, maximum, minimum, standard deviation of data
collected on asymmetric information and non-performing loans in commercial banks in Kenya. Mean is total
sum of data of variable divide by the number of data collected. A standard deviation (or o) is a measure of
how dispersed the data is in relation to the mean.

Table 1: Descriptive statistics

N Minimum  Maximum Mean Std. Deviation
Statistic Statistic Statistic Statistic ~ Std. Error Statistic
Shareholders_ Creditors_ 390 15.43 35.42 249170  1.77915 5.62615
Asymmetric_Information
Bank_Size 390 14.79 15.69 15.2530 09137 .28895
Non_performing_Loans 390 6.80 1413  10.5220 91861 2.90490
Valid N (listwise) 390

Table 1 summarizes the dispersion part of descriptive statistics of the variables. The descriptive statistics
considered were minimum, maximum, mean , standard deviation , skewness and kurtosis. N The number of
cases (observations or records) is indicated as 390 which is interpreted as 10 years observations for each of the
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39 commercial banks resulting in 390 observations or records. This is consistent with the findings of Muriithi
and Waweru (2017) in analyzing Performance of Commercial Banks in Kenya using 39 commercial banks
licensed and operating in Kenya. This is also consistent with Kirimi,Kariuki and Ocharo, K. N. (2022) who
analyze Financial soundness and performance as evident from commercial banks in Kenya using 39 commer-
cial banks licensed and operating in Kenya.

The descriptive analysis results for shareholders- creditors asymmetric information indicates mean of 24.92 %
with a maximum of 35.42 % and a minimum of 15.43 % with standard deviation of 5.62% on both sides of
the mean. The standard deviation of 5.62 % indicated a relatively high disparity in shareholders-creditors
asymmetric information as measured by dividend payout ratio. The descriptive results thus indicate relatively
high disparity in dividend payout ratio and consequently positive growth in shareholders-creditors asymmetric
information in commercial banks in Kenya over the period of the study. This is consistent with the findings
established by Bwire, (2022) in the study of Information Asymmetry and fragility among Banks in Kenya.

Bank size results indicates mean value of 15.25, with a maximum of 15.61 and a minimum of 14.79 with
standard deviation of 0.288 on both sides of the mean. The results indicates that commercial banks in Kenya
had an average bank size of 4.2 trillion (antilog. of 15.25 ), a maximum of 6.6 trillion (antilog. of 15.69 ) and
a minimum of 2.7 trillion (antilog. of 14.79 ) that deviated by 1.34 (antilog. of .0289) on both sides of the
mean, which indicates general growth in bank sizes of commercial banks in Kenya during the period of study.
This is in agreement with central bank of Kenya reports, (CBK 2013, 2015, 2017, 2021 and 2022). This is
also in agreement with the findings of Ngungu and Abdul (2020) in the study of firm Characteristics and
Non-Performing Loans of Commercial Banks in Kenya.

Non-Performing loans as measured by non- Performing Loans to total loans on commercial bank has a
positive mean of (10.522), which shows that commercial banks registered a high level of non-performing
loans ratio and consequently declining non-performing loansover the period of study. The results indicate that
commercial banks in Kenya reported an average non performing loans ratio of 10.522 % with the maximum
of 14.13 % and minimum of -6.80 % that deviated by 2.90 % on both sides of the mean. The standard devia-
tion of non-performing loans was relatively low 2.90% which indicates data for non-performing loans are
clustered around the mean with minimum and maximum values of 6.8 and 14.13 respectively indicating little
dispersion of non-performing loansfrom mean. The study also shows increase in non-performing loans with
positive growth of bank size and shareholders-creditors asymmetric information which is consistent with the
findings of Acharya, et, al; (2016) who established positive relationship between shareholders-creditors
asymmetric information and non performing loans in banks characterized by asset substitution moral hazard
and managerial under provision of effort in loan monitoring. The results are also in agreement with
(CBK,2022) banking supervision report that registered increase in non-performing loans (NPLs) , total bank
assets and divideds paid by commercial banks as at December 2022.

Pearson Product Moment Correlation

To find out the relationship between shareholders-creditors asymmetric information, bank size and non-
performing loans, Pearson Product Moment Correlation analysis was done and results were indicated in Table
2.
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Table 2: Pearson Correlations

Shareholders-Creditors Asymmet- Bank Assets

ric Information Size Quality

Sharehold- Pearson Correlation 1 768" 538
ers_Creditors_Asymmetric  Sig. (2-tailed) .010 .109
_Information N 390 390 390
Bank_Size Pearson Correlation 768" 1 850

Sig. (2-tailed) .010 .003

N 390 390 390
Non_performing_loan Pearson Correlation 538 850" 1

Sig. (2-tailed) 109 .002

N 390 390 390

**_Correlation is significant at the 0.01 level (2-tailed).

The results in table 2 show Pearson correlations of variables. The results indicate positive correlation between
shareholders-creditors asymmetric information and non-performing loans but relationship is not significant (
(r) = 0.538, P=0.109>0.05). The results further indicates positive relationship between bank size and non-
performing loans( (r) = 0.850 P=0.003<0.05).

Effect of shareholders-creditors asymmetric information on non-performing loans
The effect of Shareholders-creditors asymmetric information on non performing loans was determined
through analysis of variance and the results was shown in table 3.

Table 3 : ANOVA Of X1 And NPL

Std. Error of the Change Statistics
Model R R Square Estimate F Change Sig. F Change
1 538a .289 .02823 3.251 109

a. Predictors: (Constant), Shareholders_Creditors_Asymmetric_Information

The table 3 shows Analysis of Variance (ANOVA) of independent variable X, and of dependent variable
NPL. The F test of 3.253 shows that data used to test the variables is appropriate for the test. R Square is
0.289 which means that variable X; of shareholders-creditors asymmetric information can only explains for
53.8 % of variance in asset quality and Adjusted R square of positive 20.0 % when other known variables’
explanation of relationship are considered. The correlation indicates that there is relationship of 53.8 %
between shareholders-creditors asymmetric information (X;) and non-performing loans (NPL) and at signifi-
cance of 0.109. The significance is greater than 0.05 and thus indicates the test is not statistically significant at
95 % confidence level. The results confirms that that there was enough evidence to accept the null hypothesis
Hol confirm that there is no significant effect of shareholders-creditors asymmetric information on non-
performing loans in commercial banks in Kenya. The results validated existence of moral hazard problem of
asset substitution even though the study confirms that the effect of asset substitution on non-performing
loans is not statistically significant in commercial banks in Kenya. The study does not s corroborate with the
findings of Onali (2014) who suggested that dividends are used to shift risk from bank owners to creditors and
taxpayers and is also not consistent with studies of (Acharya, Mehran, and Thakor, 2015)

The Moderating effect of Bank Size
The test for moderating effect of bank size in the relationship between shareholders-creditors asymmetric
information and non-performing loans in commercial banks in Kenya was based on the approach by Whisman
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and McClelland (2015) and also used by ( Ngungu and Abdul, 2020). The approach is based on two steps. The
first step introduces the moderating variable as an explanatory variable. This is for purposes of ascertaining
whether Bank size is an explanatory variable.

Table 4: ANOVA of Bank Size And Non-performing loans

Change Statistics
Model R R Square F Change Sig. F Change
1 .828° .686 17.443 .003
a. Predictors: (Constant), Bank_Size

The table 4 shows Analysis of Variance (ANOVA) of independent variable moderating variable M; and of
dependent variable NPL. The F test of 17.443 shows that data used to test the variables is appropriate for the
test. R Square is 0.686 which means that variable M; of Moderating variable bank size can only explains for
82.8% of variance in non-performing loans. The correlation indicates that there is relationship of 68.6%
between Bank size (M) and non-performing loans (NPL) and at significance of 0.03. The significance is less
than 0.05 and thus indicates the test is statistically significant at 95 % confidence level. The results in step one
thus indicate that with all other variables held constant, bank size has significant effect on non-performing
loans of commercial banks in Kenya and passed the first step of moderation test by indicating that it signifi-
cantly affect non-performing loans. This is consistent with Hue (2015) that disclosed that bank size has
positive effect on non-performing loans. The results however is not in agreement with the findings of Karray
and Chichti (2013) who postulate that size brings economies of scale and accompanying cost reductions.

The second step of the moderation test was then utilized to further confirm whether Bank Size was simply an
explanatory variable or whether it had a moderating effect on the relationship between asymmetric infor-
mation and non-performing loans.

Table 5: MANOVA Of NPL AND ( X1) +(M)

Change Statistics

Model R R Square F Change Sig. F Change

1 .828° .686 7.655 017

a. Predictors: (Constant), Shareholders_Creditors_ Asymmetric_Information, Bank_Size

Table 5 shows second step of the moderating effect of bank size in the relationship between shareholders-
creditors asymmetric information and non-performing loans utilized to further confirm whether bank size was
simply an explanatory variable or whether it has a moderating effect on the relationship between shareholders-
creditors asymmetric information and non-performing loans of commercial banks in Kenya. The results in
table 5 show that variable X, of shareholders-creditors asymmetric information can explains for 82.8 % of
asset quality at significance 0.017 and thus indicates the test is statistically significant at 95 % confidence
level.

The results in table 5 as compared with results in table 5 show that when moderating variable bank size is
incorporated in the effect of shareholders-creditors information asymmetry on non-performing loans of
commercial banks, there is change of direction in the effect of shareholders-creditors asymmetric information
on non-performing loans indicating that there is significant moderating effect of bank size in the relationship
between shareholders-creditors asymmetric information and non-performing loans.

CONCLUSIONS AND RECOMMENDATIONS
The study result rejects the null hypothesis Hq2 in favor of the alternative and affirms that there is significant
moderating effect of bank size in the relationship between shareholders-creditors asymmetric information and
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non-performing loans in commercial banks in Kenya. The results is also consistent with the findings of Barrell
nand Karim (2010) who found a strong positive relationship between bank size and non performing loans and
attributed the outcome with the existence of implicit too big to fail assurance which induces moral hazard and
is also consistent with the findings by Akhter(2023) who established that large banks hold more poor quality
assets as compared with small banks because of inducements of bailouts.

The results established enough evidence to accept the null hypothesis Hyl confirmed that there is no signifi-
cant effect of shareholders-creditors asymmetric information on non-performing loans in commercial banks in
Kenya. The study validated existence of moral hazard problem of asset substitution even though the study
confirms that the relationship between asset substitution and non-performing loans is not statistically signifi-
cant in commercial banks in Kenya.

The study established that there is significant positive relationship between bank size and non-performing
loans in commercial banks in Kenya indicating that the bigger the bank size the lower the non-performing
loans and vice versa. The study established enough evidence to reject the null hypothesis Ho2 in favor of the
alternative and confirm that there is significant moderating effect of bank size on the relationship between
shareholders-creditors asymmetric information and non-performing loans.

The study confirms that dividends payout exacerbate asymmetric conflict between shareholders and creditors.
The study supports the existence of stakeholder’s opportunism driven by asymmetric information between
shareholders and creditors. The study further suggests that incomplete contracts contracts are cause of \of
asymmetric information. and transaction costs economics mitigate against asymmetric information The study
confirms that commercial banks in Kenya generally observe pecking order theory and there is no significant
indication of assets substitutions from shareholders to debt holders or creditors but there are possibilities of
violation of pecking order theory by big banks resulting increase in shareholders-creditors asymmetric
information and non performing loans bank size increases. Information asymmetry is a major source of
market imperfection in finance and efficient market hypothesis is only an ideal situation but does not really
exist in financial and credit markets where there is information asymmetry.

The contribution of this thesis hinges on the ability of the regulatory authorities, managers, investors and
researchers to appreciate the effect of shareholders-creditors asymmetric information on non-performing
loans of commercial banks and the moderating effect of bank size in the relationship between shareholders-
creditors asymmetric information and non-performing loans. Policy recommendations and recommendations
for further research were made.

The first policy recommendation is that the regulatory authorities should review asymmetric information’s
detection and mitigation mechanism with a view to establishing level at which they would intervene in
commercial bank’s operations as far as asymmetric information is concern. The central bank of Kenya should
come up with more robust method of sharing information across the stake-holders spectrum. At the moment
central bank policy has focused much on regulations on sharing of credit information for borrowers and it
should also come up with policy of sharing information of other stake holders such as managers, shareholders
and creditors who play central role in the management and monitoring of banks. The second policy is that
central bank should also come up with policy of managing big banks due to too big to fail hypothesis and as
well as come up with ways of managing dividend payment policy to guide against risk shifting and assets
substitutions by shareholders to creditor specially in big banks.

The study was on the effect of shareholders-creditors asymmetric information and non-performing loans in
commercial banks in Kenya and in recognition of the limitations and constraints in relation to the scope,
further studies are recommended in the following areas: The researcher recommends that future research
should be directed towards validating the results of this study by conducting a similar research in a different
country and/or by collecting data from different sources. Further research can also be done on the relationship
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between shareholders-creditors asymmetric information and non-performing loans on other institutions such
as in microfinance institutions and cooperative societies in Kenya . There is need to model more appropriate
loan market proxy measures of information asymmetry and non-performing loans since measurements for
asymmetric information still remain a challenge. That even though size is associated with economies of scales
and efficiency, there are also evidence of in-efficiencies related with bank size that includes too big to fail
hypotheses and there is need for research on use of bank size as a proxy measure of information asymmetry
between bank and regulators. It is suggested that future research analyze the effectiveness of information
asymmetric management mechanism in improving non-performing loans by loaning institutions.

REFERENCES
Andrianova, S., Baltagi, B., Demetriades, P., & Fielding, D. (2015). Why do African banks lend so little?.
Oxford Bulletin of Economics and Statistics, 77(3), 339-359.

Acharya, V. V., Mehran, H., & Thakor, A. V. (2016). Caught between Scylla and Charybdis? Regulating bank
leverage when there is rent seeking and risk shifting. The Review of Corporate Finance Studies, 5(1),
36-75.

Arrawatia, R., Dawar, V., Maitra, D., & Dash, S. R. (2019). Asset quality determinants of Indian banks:
Empirical evidence and policy issues. Journal of Public Affairs, 19(4), e1937.

Akhter, N. (2023). Determinants of commercial bank’s non-performing loans in Bangladesh: An empirical
evidence. Cogent Economics & Finance, 11(1), 2194128.

Akerlof, G. A. (1970). The market for" lemons": Quality uncertainty and the marketmechanism. The quarterly
journal of economics, 488-500.

Akkaya, G. C., & Uzar, C. (2011). Data mining: Concept, techniques and applications. GSTF Business
Review (GBR), 1(2), 47.

An, X., Do, A. Q., Riddiough, T. J.,, & Yao, V. (2015). Asymmetric Information and Subprime Mortgage
Default. Available at SSRN 2690044.

Asongu, S. A., & Odhiambo, N. M. (2019). Size, efficiency, market power, and

economies of scale in the African banking sector. Financial Innovation, 5(1), 1-22.

Assaf, A. G., Matousek, R., & Tsionas, E. G. (2013). Turkish bank efficiency: Bayesian estimation with
undesirable outputs. Journal of Banking & Finance, 37(2), 506-517.

Alton, R. G., & Hazen, J. H. (2001). As economy flounders, do we see a rise in problem loans. Federal
Reserve Bank of St. Louis, 11(4), 45-65.

Al Masud, A., & Hossain, M. A. (2021). Determinants of Non Performing Loan (NPL): A Case of an Emerg-
ing Economy. Al Masud, A. & Hossain, MA,(2020).Determinants of Non Performing Loan (NPL): A
Case of an Emerging Economy’, Southeast Business Review, 10(1), 46-60..

Barbaroux, P. (2014). From market failures to market opportunities: managing innovation under asymmetric
information. Journal of Innovation and Entrepreneurship, 3(1),5.

Barrell, R., Davis, E. P., Fic, T., & Karim, D. (2010). Is there a link from bank size to risk taking?. NIESR Dp,
(367).

Bghren, @., Josefsen, M. G., & Steen, P. E. (2012). Stakeholder conflicts and dividend policy. Journal of
Banking & Finance, 36(10), 2852-2864.

-504 - | P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Bhatti, 1., & Sajid, M. (2014). The impact of free cash flows and agency costs on firm performance: Empirical
evidence from KSE 100 index of Pakistan. Available at SSRN 3008871.

Bwiret Camus Onyango, A. (2021). Loan ratios, information asymmetry and fragility among Commercial
Banks in Kenya.

Cai, J., Liu, Y., Qian, Y., & Yu, M. (2015). Information asymmetry and corporate governance. Quarterly
Journal of Finance, 5(03), 1550014.

Carney, M., Gedajlovic, E., & Sur, S. (2011). Corporate governance and stakeholder conflict. Journal of
Management & Governance, 15(3), 483-507.

Casas-Arce, P., & Kittsteiner, T. (2011). Opportunism and incomplete contracts. RWTH Aachen University.
URL.: http:/ivww. mikrooekonomie. rwthaachen. de/workingpaper/ Opportun-
ism_and_Incomplete_Contracts. pdf.

CBIRC. (2019). China Banking and Insurance Regulatory Commission. [Online].

Chaity, N. S., & Islam, K. Z. (2021). Bank efficiency and practice of earnings management: a study on listed
commercial banks of Bangladesh. Asian Journal of Accounting Research, 7(2), 114-128.

Chege, M. W. (2014). The effect of firm size on information asymmetries surrounding earnings disclosure of
firms listed at the Nairobi securities exchange (Doctoral dissertation, University of Nairobi).

Chen, Y. (2016). Spatial autocorrelation approaches to testing residuals from least squares regression. PloS
one, 11(1), e0146865.

Ciukaj, R., & Kil, K. (2020). Determinants of the non-performing loan ratio in the European Union banking
sectors with a high level of impaired loans. Economics and business review, 6(1), 22-45.

Curak, M., Pepur, S., & Poposki, K. (2013). Determinants of non-performing loans—evidence from Southeast-
ern European banking systems. Banks & bank systems, (8, Iss. 1), 45-53.

Dadbeh, F., & Mogharebi, N. (2013). A study on effect of information asymmetry on earning management:
Evidence from Tehran Stock Exchange. Management Science Letters, 3(7), 2161-2166.

Déavila, E., & Walther, A. (2020). Does size matter? Bailouts with large and small banks. Journal of Financial
Economics, 136(1), 1-22.

Dréze, J., & Stern, N. (1990). Policy reform, shadow prices, and market prices. Journal of public economics,
42(1), 1-45.

Dobbie, W., & Skiba, P. M. (2013). Information asymmetries in consumer credit markets: Evidence from
payday lending. American Economic Journal: Applied Economics, 5(4), 256-82.

Donaldson, G. (1961). Corporate Debt Capacity: A Study of Corporate Debt Policy and the Determination of
Corporate Debt Capacity. Boston: Harvard University, Graduate School of Business Administration,
Division of Research.

Eisdorfer, A. (2010). Risk-shifting and investment asymmetry. Finance Research Letters, 7(4), 232-237.

Engwall, L. (2017). Banks, regulators, market actors, and scrutinizers. In Bank Regulation (pp. 67-85).
Routledge.

Fama, E. F. (1970). Efficient capital markets: a review of theory and empirical work. The Journal of Finance,
25(2),383-417.

Fama, E. F. (1991). Efficient capital markets: Il. The Journal of Finance, 46(5),1575-1617

-505-|P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Fell, J., Grodzicki, M., Martin, R., & O’Brien, E. (2016). Addressing market failures in the resolution of non-
performing loans in the euro area. Financial Stability Review, 2.

Freeman, R. E. (1984). Strategic management: A stakeholder approach. Cambridge university press.

Flintermann, B. (2014). The quality of market research reports: The case of Marketline Advantage and the
automobile industry. Retrieved May 29, 2017, from
http://essay.utwente.nl/66122/1/Flintermann_MA_MB.p

Gabrieli, S., & Georg, C. P. (2014). A network view on interbank market freezes.

Galindo, A.,Miller,M.,2001.Can Credit Registries Reduce Credit Constraints? Empirical Evidence on the Role
of Credit Registries in Firm Investment Decisions. Inter-American Development Bank Working Pa-
per, Washington.

Gambacorta, L., & Mistrulli, P. E. (2004). Does bank capital affect lending behavior?. Journal of Financial
intermediation, 13(4), 436-457.

Garren, S. T., & Osborne, K. M. (2021). Robustness of T-test Based on Skewness and Kurtosis. Journal of
Advances in Mathematics and Computer Science, 102-110.

George, D., & Mallery, P. (2010). SPSS for Windows step by step : A simple guide and reference, 17.0
update. Allyn & Bacon.

Ghasemi, A., & Zahediasl, S. (2012). Normality tests for statistical analysis: a guide for non-statisticians.
International journal of endocrinology and metabolism, 10(2), 486.

Gosset, W. S. (1908). William Sealy Gosset. Biographical Encyclopedia of Mathematicians, 1, 239.

Gottlieb, D., & Moreira, H. (2015). Simple contracts with adverse selection and moral hazard. The Wharton
School Research Paper, (78).

Gonzalez-Uribe, J., & Osorio, D. (2014). Information sharing and credit outcomes: Evidence from a natural
experiment.

Gropp, R., & Vesala, J. (2004). Insurance, Moral Hazard and Market Monitoring. ECB Working Paper 302.
Hammond, P. J. (1989). On the impossibility of perfect capital markets.
Hasan, M. S. A., Manurung, & Usman, B. (2020). Determinants of bank profitability with
size as moderating variable. Journal of applied finance and banking, 10(3), 153-166.
Hassan, S. U., Sabo, B., & Aliyu, 1. A. (2023). Moderating effect of bank size on the
relationship between interest rate, liquidity, and profitability of commercial banks
in Nigeria. Gusau Journal of Accounting and Finance, 4(1), 96-120.
Hart, O. (2017). Incomplete contracts and control. American Economic Review, 107(7), 1731-52.
Hill, C.W. and Jones, T.M. (1992) Stakeholder-Agency Theory, Journal of Management Studies, 29, 131-154.

Huljak, 1., Martin, R., Moccero, D., & Pancaro, C. (2020). Do non-performing loans matter for bank lending
and the business cycle in euro area countries?.

Ikeda, D. (2019). Adverse selection, lemons shocks and business cycles. Journal of Monetary Economics.

Islam, M. S., & Nishiyama, S. I. (2017). Is this adverse selection or something else to determine the non-
performing loans? Dynamic panel evidence from South Asian countries (No. 1723).

-506 - | P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Islam, M. S., & Nishiyama, S. I. (2019). Non-Performing Loans of Commercial Banks in South Asian
Countries: Adverse Selection and Moral Hazard Issues. Asian Economic and Financial Review, 9(9),
1091.

Janda, K., & Kravtsov, O. (2018). Micro-Level Evidences of Moral Hazard in the European Financial Institu-
tions. In The Impact of Globalization on International Finance and Accounting (pp. 89-98). Springer,
Cham.

Jappelli, T., & Pagano, M. (2002). Information sharing, lending and defaults: Cross-country evidence. Journal
of Banking & Finance, 26(10), 2017-2045.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: managerial behavior, agency costs and owner-
ship structure. Journal of Financial Economics, 3(4),305-360.

Jeitschko, T.D. and S.D. Jeung,(2005). Incentives for Risk Taking in Banking. A unified Approach, Journal of
Banking and Financial, 29, page 759-777.

Kalbuana, N., Prasetyo, B., Asih, P., Arnas, Y., Simbolon, S. L., Abdusshomad, A., ... & Mahdi, F. M. (2021).
Earnings management is affected by firm size, leverage and roa: Evidence from Indonesia. Academy
of Strategic Management Journal, 20, 1-12.

Karray SC, Chichti JE (2013) Bank size and efficiency in developing countries: intermediation approach
versus value added approach and impact of non-traditional activities. Asian Econ Financ Rev
3(5):593-613

Karlan, D., & Zinman, J. (2009). Observing un-observables: Identifying information asymmetries with a
consumer credit field experiment. Econometrica, 77(6), 1993-2008.

Kau, J. B., Keenan, D. C., Lyubimov, C., & Slawson, V. C. (2012). Asymmetric information in the subprime
mortgage market. The Journal of Real Estate Finance and Economics, 44(1-2), 67-89.

Kawai, K., Onishi, K., & Uetake, K. (2014). Signaling in online credit markets. Available at SSRN 2188693.

Kiage, E., Musyoka, F., & Muturi, W. (2015). Influence of positive credit information sharing determination
on the finance performance of commercial banks in Kenya. International Journal of Economics,
Commerce and Management, 3(3), 1-13.

Kingu P.S, Macha S., Gwahula R. (2018). Bank Specific Determinants of Non-Performing Loans: Empirical
Evidence from Commercial Banks in Tanzania. The International Journal of Business & Management
(ISSN 2321-8916).

Kirimi, P. N., Kariuki, S. N., & Ocharo, K. N. (2022). Financial soundness and performance: evidence from
commercial banks in Kenya. African Journal of Economic and Management Studies, 13(4), 651-667.

Liberman, A., Neilson, C., Opazo, L., & Zimmerman, S. (2018). The equilibrium effects of asymmetric
information: Evidence from consumer credit markets.

Liem, M. C. (2016). Corporate Governance in Banking Industry: An Explanatory Study. Corporate Govern-
ance, 7(6).

Louzis, D. P., Vouldis, A. T., & Metaxas, V. L. (2012). Macroeconomic and bank-specific determinants of
non-performing loans in Greece: A comparative study of mortgage, business and consumer loan port-
folios. Journal of Banking & Finance, 36(4), 1012-1027.

Lu, T., Sapra, H., & Subramanian, A. (2013). Asset Substitution, Debt Overhang, and Prudential Regulation..

-507 - | P a g e : Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Mahmood, F., Han, D., Ali, N., Mubeen, R., & Shahzad, U. (2019). Moderating effects of firm size and
leverage on the working capital finance—profitability relationship: evidence from China. Sustainabil-
ity, 11(7), 2029.

Martins, O. S., & Paulo, E. (2014). Information asymmetry in stock trading, economic and financial character-
istics and corporate governance in the brazilian stock market. Revista Contabilidade & Finangas,
25(64), 33-45.

Mejstiik, M., Pecend, M., Teply, P., 2015. Bankovnictvi v teorii a praxi / Banking in Theory and Practice -
Mejstiik Michal - Pecena Magda - Teply Petr |Knihkupectvi Karolinum. Karolinum.

Mishkin, F. S., (2011). Asymmetric information and financial crises: A historical perspective.

Mpofu, T. R., & Nikolaidou, E. (2019). Macroeconomic and bank-specific determinants of non-performing
loans in sub-Saharan Africa. School of Economics Macroeconomic Discussion Paper Series, 2.

Mugwe, M., & Oliweny, T. (2015). The effect of credit information sharing on the performance of commer-
cial banks in Kenya. International Journal of Business and Commerce, 5(3), 41-63.

Muriithi, J. G., & Waweru, K. M. (2017). Performance of Commercial Banks in Kenya. International Journal
of Finance & Banking Studies (2147-4486), 6(3), 39-50.

Mwengei, K.O. (2013), Assessing the factors contributing to nonperformance loans in Kenyan banks. Europe-
an Journal of Business and Management, 5(32), 155-162.

Nayyar, P. R. (2010). Information asymmetries: A source of competitive advantage for diversified
service firms. Strategic Management Journal, (11): 513-5109.

Nikolaidou, E., & Vogiazas, S. (2017). Credit risk determinants in Sub-Saharan banking systems: Evidence
from five countries and lessons learnt from Central East and South East European countries. Review
of development finance, 7(1), 52-63.

Ngungu, W. N., & Abdul, F. (2020). Firm Characteristics and Non-Performing Loans of Commercial Banks
in Kenya. Journal of Finance and Accounting, 4(2), 31-47.

Obaje, F. O., & Abdullahi, S. R. (2021). Moderating effect of firm size on the relationship between board
structure and firm financial performance. Journal of Good Governance and Sustainable Development
in Africa, 6(3), 97-117.

Oganda, J. A., & Mogwambo, V. A., & Otieno, S.(2019). Effect of non-performing loans on performance of
commercial banks in Kenya: A comparative study between National Bank Kenya Limited and Equity
Bank Kenya limited. The Strategic Journal of Business & Change Management, 6(2), 2430-2443.

Onali, E. (2014). Moral hazard, dividends, and risk in banks. Journal of Business Finance & Accounting,
41(1-2), 128-155.

Onyango, W. A., & Olando, C. O. (2020). Analysis on influence of bank specific factors on non-performing
loans among commercial banks in Kenya. Advances in Economics and Business, 8(3), 105-121.

Ojeyinka, T. A., & Akinlo, A. E. (2021). Does bank size affect efficiency? Evidence from commercial banks
in Nigeria. llorin Journal of Economic Policy, 8(1), 79-100.

Pearson, K. (1902). On the mathematical theory of errors of judgement, with special reference to the personal
equation. Philos. Trans. Roy. Soc. Lond., A198, 274-286.

Pearson, K. (1905). Skew variation, a rejoinder. Biometrika, 4, 169-212.

-508 - | P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Podpiera, J., & WEeill, L. (2008). Bad luck or bad management? Emerging banking market experience. Journal
of Financial Stability, 4(2), 135-148. doi:doi:10.1016/ j.jfs.2008.01.005.

Shrestha, N. (2020). Detecting multicollinearity in regression analysis. American Journal of Applied Mathe-
matics and Statistics, 8(2), 39-42.

Rodoni, A., & Yaman, B. (2018). Asymmetric Information and Non-Performing Financing: Study in The
Indonesian Islamic Banking Industry. Al-Igtishad Journal of Islamic Economics, 10(2), 416-430.

Ross, S. A. (1973). The economic theory of agency: The principal's problem. The American Economic
Review, 134-139.

Rouse, C. N. (2002). Bankers' lending techniques. Global Professional Publication.

Rudolf, S. (2019). Opportunism in Corporate Management. Acta Universitatis Lodziensis. Folia Oeconomica,
6(345).

Starbuck, C. (2023). Descriptive Statistics. The Fundamentals of People Analytics: With Applications in R,
97-120.

Stimpert, J. L., & Laux, J. A. (2011). Does size matter? Economies of scale in the banking industry. Journal of
Business & Economics Research (JBER), 9(3).

Shahchera, M., Arbabian, S., & Shadrokh, M. (2013). Identification of Moral Hazard in the Banking System
of Iran. Journal of Money and Economy, 8(3), 63-87.

Stiglitz, J. E., & Weiss, A. (1981). Credit Rationing in Markets with Imperfect Information. American
Economic Review, 71(3), 393-410.

Sporta, F. (2018). The distressing effect of non-performing assets to asset quality for commercial banks in
Kenya. International Journal of Innovation and Economic Development, 3(6), 71-83.

Tarus, D. K., & Manyala, P. O. (2018). African Journal of Economic and Management Studies. Management,
9(3), 335-348.

Tarchouna, A., Jarraya, B., & Bouri, A. (2019). Shadow prices of non-performing loans
and the global financial crisis. The Journal of Risk Finance.

Triki,T.,Gajigo,0.,2014.Credit bureaus and registries and access to finance: new evidence from 42 African
countries.J.Afr.Dev.16(2), 73-101.

Vij, S., & Farooq, R. (2017). Moderating variables in business research. The IUP Journal of Business Strate-
gy, 14(4), 34-54.

Werder (2011). Corporate governance and stakeholder opportunism. Organization Science, 22(5), 1345-1358.

Wasseja, M. M., Oseso, O. V. & Ochieng, P. (2016). Panel Data Analysis of Credit Information Sharing and
Non-Performing Loans in the Banking Sector. Journal of Business Research & Management, 1, 1-22.

Whisman, M. A., & McClelland, G. H. (2005). Designing, Testing, and Interpreting

interactions and Moderator Effects in Family Research. Journal of Family Psychology, 19(1), 111-
120. http://dx.doi.org/10.1037/0893-3200.19.1.11

Williamson, O. E. (1975), Markets and Hierarchies: Analysis and Anti-trust Implications: A Study in the
Economics of Internal Organization. Free Press: New York.

Williamson, O. E. (1979), ‘Transaction-cost economics: the governance of contractual relations, Journal of
Law and Economics , 22 , 233-261.

-509-| P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



Williamson, O. E. (1993a), ‘Opportunism and its critics,” Managerial and Decision Economics, 14 , 97-107.

Williamson, O. E. (1993b), ‘Transaction cost economics and organization theory,” Industrial and Corporate
Change , 2, 107-156.

Williams, N. (2011). Persistent private information. Econometrica, 79(4), 1233-1275.

Zahra, M. A. (2017). Effects of Credit Information Sharing on Non-performing Loans of Commercial Banks
in Kenya.

Zhang D, Cai J, Dickinson DG, Kutan AM (2015) Non-performing loans, moral hazard and regulation of
Chinese commercial banking system. Journal of Banking & Finance

-510-|P a g e :Reviewed Journal International of Business Management. www.reviewedjournals.com | editor@reviewedjournals.com



