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ABSTRACT

This study examines the association between bankers on boards and infor-
mation asymmetry. In addition, this study further explores how various types of
agency problems influence the relationship between bankers on boards and the
level of information asymmetry. Using the two-stage estimation method to con-
trol for the endogeneity of bankers on boards, the empirical results show that
bankers’ involvement can reduce the level of information asymmetry. This paper
further indicates that the decrease is more significant in firms with a central
agency problem than those with a traditional agency problem. The implication
for policy is that bank supervision in board representation actually can reduce
the level of a firm’s information asymmetry. That supports the viewpoint of
bankers’ role as an efficient governing mechanism.
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