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ABSTRACT 

 Credit bureaus (or referencing agencies) are institutions that specialise in collection, 

collation and dissemination of credit information of borrowers of funds from financial 

institutions. Research on hand has it that the presence of a functional credit bureau in 

emerging markets such as Zimbabwe is critical for improving the sharing of information 

amongst financial institutions, which in turn would impact on the overall availability and 

accessibility of credit by borrowers. Since 2009, the Zimbabwean financial sector has been 

experiencing high levels of non- performing loans. The Reserve Bank of Zimbabwe (2012) 

says that, “As at 31 May 2012, 9,9% of the total loan book of the banking sector was non- 

performing, including all exposures to related parties.” In the same year Genesis investment 

and Royal Banks voluntarily surrendered their banking licences. One of the major reasons for 

their failure to continue with operations was due to high levels of non-performing loans. This 

level of non-performing financial assets was mainly caused by information asymmetry 

between lenders and borrowers. Hence the purpose of this study was to assess the impact of 

credit referencing bureaux (CRBs) on the performance of financial institutions. The study 

used the qualitative research design which allowed collection of primary data from 

respondents, using (closed and open ended) questions. The target population was 

Zimbabwean financial institutions and their customers. Data collected were analysed using 

SPSS packages. The findings of the study were that there are only two referencing bureaus 

which are the Financial Clearing Bureau (FCB) and the Dun & Bradstreet magazine that 

existed in Zimbabwe, and they focus only on negative history of default. The study revealed 

that the absence of an effective credit bureau worsens the problem of information asymmetry 

which is bedevilling the Zimbabwean economy. It was also found out that while the economy 

had the ability to sustain credit referencing agencies it lacked coordination and legal 

frameworks needed for establishment of the much needed credit referencing bureaux. 

Therefore the government was encouraged to put legislative framework that encourage the 

creation of credit referencing bureaux. It is therefore recommended by the study that, the 
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government, through the Ministry of Finance and the Reserve Bank of Zimbabwe facilitates 

the establishment of credit referencing agencies that are autonomous and develop towards 

sustainable development of the economy. 
 

KEYWORDS: Credit Bureau, Financial Clearing Bureau, Non-Performing Loans,         

Information Asymmetry. 
 

1.0 INTRODUCTION 

 The Reserve Bank of Zimbabwe (RBZ) like any other Central Bank in the world 

should be autonomous so that it can advance government economic policies and implement 

measures aimed at strengthening the domestic economy, through commercial banks. Central 

Banks are among government agencies that are responsible for implementing international 

measures aimed at strengthening global financial systems. 

The RBZ Act (Chapter24:20) outlines the internal governance structures and processes that 

allow the bank to operate in a transparent, efficient and effective manner in its regulatory and 

supervisory duties of commercial banks. Banking supervision cannot function well if there is 

no sound corporate governance in commercial banks and other financial institutions. 

Therefore, Central Banks have strong interest in ensuring that efficient and effective 

corporate governance systems exist in every bank and similar financial institution under their 

jurisdiction. It is against this background that Central Banks should advocate for the 

enactment of Credit Bureaus that provide information that help Commercial Banks to carry 

out effective credit risk analysis. This will help to improve the viability of the financial 

sector. The major operational problem of commercial banks is that of non-performing 

loans/assets. 

 A Credit Bureau is critical in an economy when it comes to assessment of credit risk as it 

provides credit history of borrowers which is utilised by lenders to judge the credit 

worthiness of borrowers in an economy. A Credit Bureau would provide the mechanisms that 

are critical to a financial institution for it to reduce the scope and frequency of risk exposures 

and to maintain financial viability in its operations. Therefore, the study seeks to explore the 

impact of Credit Bureaus on the performance of Zimbabwean Financial Institutions in their 

desire to  drive the economy towards sustainable development and the attainment of own 

goals and objectives. 

As at 31 March 2010 the ratio of nonperforming loans to total loans was 2.43% and by 30 

June 2011, the ratio had risen to 5.83% (RBZ 2011). “Serial defaulters,” those who would 
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deliberately borrow from multiple sources with no intention of repaying loans thrive on the 

information asymmetry that prevails without a systematic mechanism for sharing credit 

information. Systematic information sharing is an integral part of financial sector reforms in 

developing economies. The banking sector’s inability to meet all of agriculture’s financing 

needs has forced other non-financial players in the sector space to venture into providing 

inputs on credit under various schemes ranging from simple credit schemes to contract 

farming (Agricultural Competitive Programme 2011). 

Generally, the credit markets have become riskier due to the emergence on the supply side of 

numerous alternative/non-banking providers that will do anything to lend as they seek to plug 

the gap left by mainstream banking, while the demand side is characterised by cash hungry 

consumers who have been hardened by liquidity challenges and will not miss any opportunity 

to pile up additional debt, regardless of the consequences(Muza,2011).  

Information is the lifeblood of the modern economies but in emerging countries information 

is simply not available. In Zimbabwe five commercial banks were owed $14 million by a 

local company and they had to join hands only after the company had defaulted. In an attempt 

to salvage their moneys they formed an investment vehicle called Altiwave which has taken 

full control of the Holdings Company (Fingaz Companies and Markets, 2012). These banks 

only realised the indebtedness of each other when the company was in financial doldrums.  

Another Zimbabwean stock market listed company was sitting on US$53 million debt by the 

end of December 2011 that it borrowed from a number of financial institutions ( Fingaz’s 

Companies and markets 2012). The High Court order Case Number HC12709/11 dated 5 

December 2012 showed that the Holding Company negotiated and agreed to settle a debt of 

$3 million owed to a banking corporation by March 2013. This was a clear sign that the 

company was indeed facing financial challenges and was indebted to many different financial 

institutions. 

The African Development Bank, (2012) has repeatedly warned that the country’s banking 

sector remained vulnerable despite favourable profit levels recorded in 2011, as indicated by 

the high percentage of demand deposits. Muza(2011), accurately summarises the situation in 

Zimbabwean financial scenario by arguing that, “The recent flurry of debt restructuring 

activity by some banks in respect of the likes of ---Holdings Limited and --- Limited betrays 

the irony of a dysfunctional credit market in which banks jostle to grant credit to the same 

customers in a disturbingly ‘me- too’ fashion, sometimes without due regard to fundamentals. 

In an effort to outdo each other during such stampedes, banks appear unwilling to share 
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critical information with each other.” He went further to query why banks can easily 

cooperated after such material default when they could proactively share information under 

some functional framework such as the one offered by a credit reference Bureau. 

Even Zimbabwean economist, Eric Bloch (June, 2012) concurs that, “The setting up of a 

credit bureau by financial institutions is long overdue and will reduce the vulnerability of 

banks to risky borrowers.” He went further to state that the establishment of a centralised 

credit bureau would make it easy for banks to access clients’ information that would help 

them detect risky and blacklisted clients speedily. “Most companies and individuals are 

already over borrowed, a situation that can easily result in loan repayment default, should 

further borrowing take place”( Bloch, 2012). 

1.1 Statement of the problem 

One of the major causes of bank failures and crises is the non-performing loans or assets. An 

efficient and effective banking system which has symmetrical borrowers’ information is 

crucial to any country. However, in the majority of emerging economies, information 

asymmetry is the major challenge that is contributing to an increase in non-performing loans, 

hence the need for establishment of Credit Bureaus to provide external information to banks 

needed in credit risk analysis. 

1.2 Hypothesis of the Study 

The study was premised on the following hypotheses: 

H0 : Credit Bureaus have no impact on the performance of Zimbabwean financial institutions. 

H1 : Credit Bureaus have impact on the performance of Zimbabwean Financial Institutions. 

2.0 Literature Review 

A Credit referencing Bureau (CRA) is an independent organisation that holds information 

about consumers or businesses or both to help lending institutions decide whether to give 

credit to a particular customer or not. Lenders agree to share information about their 

customers through Credit Referencing Bureaux. In effect these referencing bureaux just hold 

the history of borrowers on behalf of the lenders and they link these lenders through the 

borrowers’ database they hold. It is incumbent upon the CRA to ensure that the information 

they hold is kept up to date and accurate. In the absence of CRA banks have to rely on 

information provided by customers in an attempt to prove their creditworthiness and in most 

cases that information is not accurate leading to poor lending decisions. 

Building up and sharing of credit information helps enhance synergies among the various 

institutions and helps avoid multiple financing and consequent over indebtedness (Sinha 
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2012). According to the Experian, a leading reference agency in the United Kingdom, the 

role of a credit reference agency (CRA) is to make it possible for lenders to quickly make 

fair, consistent, and responsible and profitable lending decisions. They give information to 

businesses including banks, building societies, finance houses, mobile phone companies, 

agricultural input suppliers and major retailers. Even the World Bank, Doing Business, 

(2008) is the of the view that credit reporting allows lenders to evaluate the borrowing 

capacity of clients and lets good borrowers benefit from more and cheaper lending. 

In the UK there are about eight registered CRAs, three for consumers and about five for 

business and according to the Experian (2012), in the UK consumers can apply for credit over 

the phone or the internet and get a decision almost instantly. Also public information is also 

kept by the CRAs in the UK and lenders use this information to help them confirm names and 

addresses of the applicants so as to prevent frauds. Whereas in Zimbabwe a lot of customers 

are refused to open bank accounts because they do not have proof of residents, that is, a 

current water bill or electricity bill bearing the holder’s name and address. If the CRAs are 

introduced in Zimbabwe surely this public information will go a long way in boosting the 

banks’ drive to mop up deposits from the informal sector. 

Through the referencing bureaux lending companies agree to share details of their customers’ 

credit agreements. So other banks should be able to see if the applicant has a running facility, 

a facility with repayments in arrears or has fully repaid the other loan facility with another 

bank. They should be able to view even the previous loan repayment pattern of the applicant 

with the other banks to help them determine if the borrower can afford to take on further 

credit. Lenders should be able to view each other’s credit accounts information. However this 

should be done with the customers consent and this consent is usually got when the customer 

applies for a loan. Therefore the information held by CRAs should be a copy of all the 

information different lenders hold which should be constantly updated. 

Jappelli et al (2002) established that aggregate bank lending in 43 countries (scaled by 

country GNP) with established information exchange systems is larger than in countries 

where there is no credit reporting. Their findings further stated that as lending increased, 

defaulting rates declined because of credit reporting. Staten, (2003) concurs with the above 

argument by saying  that, “The macroeconomic benefits from smoothly functioning credit 

markets can be linked back to the establishment of comprehensive system of sharing 

consumer borrowing and payment histories. Credit bureaus have served to expand 

opportunities for the poor, and in the final analysis have a literally transforming effect on the 
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lives of less well-off individuals, young, adults and those located in small towns and rural 

areas”. 

Chemonics International Inc, (2009) says that credit bureaux directly contribute to economic 

development, increases consumer and small business access to credit, improve bank risk 

management, lead to asset diversification and new banking products and they are also a good 

business proposition if organised and managed appropriately. Penson et al (1992) wrote that, 

“Information has traditionally played a major role in lending decisions…..Internally 

maintained electronic databases coupled with acquisition of a borrower’s credit history from 

external repositories and credit scoring models have revolutionized the loan decision making 

process.” They went further to state that this result in a more efficient decision process, both 

in terms of the resources required to make the decision and time interval necessary to provide 

the decision to the borrower. 

Even Haynes (2012)concurs when he says that Information is the lifeblood of the modern 

economies and in many emerging countries information about a business or individual’s 

credit track record is simply unavailable and as a result borrowing money is difficult and 

interest rates are too high to offset higher risk. A study by the International Finance 

Corporation also showed that access to credits results in a reduction in the cost of doing 

business particularly for Small to Medium Enterprises development which leads to creation 

of employment and therefore higher tax revenue for the central government.  

According to Jason et al (2012), the cost benefit of using credit reports or reports purchased 

externally by a seller or exporter is high. The salary of a credit investigator can pay for more 

reports in one year. They went further to state that, “Since borrowers have private 

information, banks engage in information acquisition to reduce the presence of this 

informational asymmetry on the ability to repay the loan”. Even Edelberg (2006)further states 

that the widespread adoption of information enhancing technologies have helped financial 

institutions price consumer risk and increased their ability to lend. 

The Reserve Bank of Zimbabwe(RBZ), (2010) encouraged banking institutions to consider 

funding the setting up of a credit referencing Bureau advocating that, “The establishment of a 

credit referencing bureau will provide a central database for credit information sharing which 

will, among other things augment credit risk management and provide requisite support 

infrastructure for the implementation of Basel II”. This was echoed by the Managing Director 

of Barclays Bank in Zimbabwe (2010) when he stated that the absence of a credit bureau in 

Zimbabwe creates information asymmetry, which borrowers can exploit to borrow against the 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, ISSN: 2320-5083, Volume 1, Issue 10, November 2013 

 

166 
www.jiarm.com 

same cash flow from different banks. This could trigger a spate of defaults across the banking 

sector. This means that all discounted future cash flows of a firm will not be able to meet its 

debt burden, he said. 

 In his 2012 monetary policy statement, the RBZ governor lamented, “As monetary 

authorities, we once again reiterate calls for all relevant key players to set up a credit 

referencing bureau.” According to Mataruka, the Division Chief, Bank licensing, Supervision 

and Surveillance of the RBZ (2012), a recent research conducted by the RBZ showed that 

some microfinance institutions were engaging in salary-based lending which resulted in some 

civil servants taking home as little as $20 per month after loan deductions by banks and 

microfinance institutions. This is a direct result of these civil servants having borrowed from 

many different lenders against the same salary. Through the bureau, the money lending 

institutions will be able to make accurate decisions based on client’s credit history so as to 

reduce risk and avoid cases of fraud. 

3.0 Methodology 

3.1 Research Design 

A research design is a blue print that enables the researcher to come up with solutions to the 

problems and guides in various stages of the research. The study employed both the 

quantitative and qualitative research designs. The qualitative design enabled the 

generalisations of findings to be made. The results were analysed using SPSS. The 

quantitative design enabled the data to be analysed using statistical models. 

3.2 Population 

A population is defined as a complete set of individuals, causes or objects with some 

common observable characteristics (Dumbu and Matanda, 2010). The population of the study 

comprised financial institutions, bank customers and staff from the Central Bank. 

3.3 Sample and Sampling Procedures 

A sample is a subset of the population under investigation. Sampling refers to aplan of how 

the elements in the search are to be selected to participate in a study. The sample of this study 

was composed of 40 managers in Zimbabwe’s commercial banks, fifty bank customers and 

10 staff members from the Central Bank. 

3.4 Instruments 

In this research questionnaires and interviews were used. The use of questionnaires enabled 

the researchers to analyse the data using SPSS. 
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4.0 Data Analysis 

Data were collected from 100 respondents of whom 40 were managers from commercial 

banks, 50 were customers randomly selected from commercial banks in Harare, Bulawayo, 

Masvingo and Mutare and 10 were employees from the Reserve bank of Zimbabwe all serve 

for one had at least a Higher National diploma in terms of qualifications. From these 

respondents 92% had work experience ranging from 5 years to over 20 years. It is clear from 

the qualifications and experience of the respondents that their views are very pertinent in 

trying to evaluate the impact of CRA on the performance of banks. 

4.1Results and discussions 

The main thrust of the study was to unravel the impact of credit bureaux on the performance 

of Zimbabwean financial institutions particularly the quality of the loan book. Since the 

majority of financial institutions are involved in intermediation, the bulk of their income is 

derived from the lending activities and it is imperative that focus is put on improving the 

quality of these loans. 

4.1.1 The current clearing bureau on the Zimbabwean Market 

The study established that there are at least two bureausin Zimbabwe and these are The 

Financial Clearing Bureau (FCB) and Dun and Bradstreet. It was also established that these 

two bureaux only collect and provide negative information of borrowing customers. The 

Financial Clearing Bureau gather information that pertains to default judgements passed by 

the local courts, compulsory closure of accounts by banks and other delinquencies on any 

bank borrowings. The FCB gets its information from the courts and from banks who are 

registered subscribers. On the other hand the Dun and Bradstreet only publish a magazine 

that provides a list of default judgements that are passed by the courts on a monthly basis. 

This magazine only helps in monitoring the customers who hold some borrowing facility 

with the bank otherwise it is difficult to gather all the previous magazines in an attempt to 

check whether the current loan applicant has had a previous default judgement. However it is 

from this study that we found out that the Dun and Bradstreet magazine compliments the 

Financial Clearing Bureau. On initial application the bank checks from the Financial Clearing 

Bureau for any previous default judgements and when the loan is now running the bank 

constantly monitors the magazines to pick any subsequent defaults that the same customer 

may incur with other lenders. 
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4.1.2 The Causes of non-performing loans in Zimbabwe. 

The study found the following as the causes of nonperforming loans; 

1. None existence of Credit Bureaux – The credit bureaux help in combating the 

challenge of information asymmetry which results in adverse selection. The current 

crop of credit bureaux in Zimbabwe does not cover previous defaults that are not yet 

determined by the courts. Even if the loan applicant is in arrears with another bank, he 

or she can successfully hide this information from the bank that he is applying for a 

loan. They also cannot combat the problem of the client borrowing from many 

different lenders. 

2. Poor corporate governance and ethics – it was gathered from the study that some 

institutions have poor corporate governance issues that are negatively affecting the 

loan book. The main issues that were more prominent are the issues of insider loans 

and political interference. Cases were noted where some major shareholders 

influenced lending decisions concerning the other companies they own or their family 

businesses and these in turn formed a greater percentage of the nonperforming loans. 

Also some cases were noted of some politicians who were deliberately not repaying 

the loans they got from institutions that are government owned and the senior 

executives were protecting these politicians since the politicians have a say on their 

tenure as bank executives. 

3. Incompetence of loan evaluation officers – The study established that most financial 

institutions were severely affected by the brain drain that hit the Zimbabwean 

economy during the hyperinflationary period of 2002 to 2008. This left the financial 

institutions with no experienced loan officers resulting in a lot of poor lending 

decisions being made. 

4. Unstable macroeconomic environment – The majority of the respondents cited the 

unstable macroeconomic environment as the major cause of the poor loan quality. The 

economic environment in Zimbabwe is characterised by severe liquidity constrains 

which is affecting the smooth running of most businesses thereby compromising their 

loan repayment capacity. Also the respondents cited that the hyperinflationary 

environment completely ran down the Zimbabwean economy which resulted in 

infrastructural decay and this left the majority of Zimbabwean companies not being 

able to compete with imports that are flooding the economy. So if these companies 
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had borrowed from the banks they are likely to find it difficult to repay the loans 

because their products will not be able to compete with imports that are on the market. 

4.1.3 Can Zimbabwe operate a profitable Credit Bureau? 

The majority of the respondents (92%) were of the view that Zimbabwe can operate a 

profitable credit bureau. Their argument was that if the current players though giving limited 

service have survived this far this is an indication that any effective bureau is guaranteed to 

survive. However some were of the view that Zimbabwe cannot sustain a viable credit bureau 

because of the current legal environment and also because of the political situation where a 

lot of prominent politicians have neglected repaying their obligations in government owned 

financial institutions and even for public utilities like electricity and water bills. These 

politicians would not want their outstanding bills and loans accessed by many people and 

these are the same people who can influence the establishment of a credit bureau in the 

economy. 

4.1.4 Benefits of credit bureaux 

1. The study established that credit bureaux help solving the challenge of information 

asymmetry that is bedevilling the financial sector. Currently some borrowers are 

accessing loans from many different lenders using the same cash flows and in the end 

defaulting to repay such loans. All the credit history of the borrowers from banks, 

microfinance institutions, money lenders and even from credit stores will now be 

readily available. 

2. Credit risk management for all providers of credit will be greatly enhanced which in 

turn increases the profitability of financial institutions. 

3. It was found out that the availability of credit bureaux speeds up the decision making 

process since information is readily available. Banks no longer have to employ tracing 

agents who try to verify the information given by applicants and also credit analysts 

will not have to spend a lot of time phoning for references and scouting for 

information on the loan applicant. The applicant’s credit history will be available at 

the click of a button. 

4. The respondents stated that even the applicants who have a clean repayment history 

will have their history available and this will enable them to easily access the loan 

facilities they require. At the same time those who are not credit worthy will be 

quickly be identified. 
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5. Banks will also benefit from reduced costs of assessing a loan application since they 

no longer need to employ many people to do the assessment but just one person per 

branch can do that. 

6. It was the respondents’ view that credit bureaus help more people to access credit 

from financial institutions. Those that would otherwise be denied a loan facility 

because of lack of credit information will now have the chance to be considered. 

 

4.1.5 Strategies that can be adopted to come up with credit bureaux 

1. The respondents were of the view that there is need for the country to first repeal the 

confidentiality laws that are there in the country to be able to set up an effective credit 

bureau. 

2. The government may start by making subscription to the credit bureau by all 

institutions that provides credit facilities of whatever nature mandatory. All 

subscribing members will then have their credit information available to other 

subscribers through the credit bureau. 

3. It was established that the credit bureau, since it will have been formed with the aid of 

the government will have its charges controlled by government to make it available to 

all subscribers at reasonable prices. Once the economic players fully appreciate the 

benefits and convenience of the credit bureau, the government may leave it to operate 

according to market principles. 

4. It was also found out that all subscribers must upgrade their information systems so 

that they are compatible with that of the bureaux so that they do not compromise 

customer information they will be holding. 

 

5.0 Conclusions and Recommendations 

The study established that there is a major challenge of information asymmetry in 

Zimbabwe’s financial industry. There are many different institutions that are giving out loans 

ranging from commercial banks, building societies, micro finance companies, money lending 

companies and even agro companies that provide agricultural inputs on credit. All these 

institutions do not share information concerning their clients’ borrowings thereby creating a 

risk of one customer accessing loans from all these without disclosing that to any lender.  

Many companies are multi banked and as a result are borrowing from different banks using 

the same financials and at the same time some companies and individuals who deserve some 
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loans are denied the same because information pertaining to their previous borrowings is not 

readily available to other banks. 

 It was found out from the study that lending institutions, particularly banks take a very long 

time to make a lending decision. For example it takes an average of 2weeks and 1 month for 

banks to decide on a personal loan and business loan application respectively. This negatively 

affects cash flows of the applicants as they naturally would expect timeous responses from 

banks concerning their applications.    

The study therefore recommends the setting up of credit bureau in Zimbabwe that helps 

combat this problem of information asymmetry. The credit bureau becomes a credit history 

data bank for all lending institutions whereby they all freely exchange information pertaining 

to loans and repayment history.  

It cropped up from the study that Zimbabwe has the capacity to operate a very viable credit 

bureau since the degree of information asymmetry is very high. Also the fact that the current 

credit bureaux that are in Zimbabwe which offer very limited information have survived this 

far then there is no doubt that the market will readily accept this effective and highly 

beneficial credit bureau.  
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