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Dr Ochuko B. Emudainohwo (Nigeria)

[FRS AND STOCK EXCHANGE
DEVELOPMENT IN SUB-SAHARAN
AFRICA: A LOGISTIC MODEL

Abstract

This study examines the impact of International Financial Reporting Standards (IFRS)
on the stock exchange development (SED) in sub-Saharan Africa (SSA). The essence
is to offer suggestions on how the adoption of IFRS in the SSA region can benefit
their SED. The study employed logistic regression analysis of data for 40 SSA coun-
tries for the period 2010-2018. Data were extracted from the World Bank’s World
Development Index (WDI) database, sampled countries’ stock exchange websites, and
the IFRS website. The dependent variable (SED) took two values: 1 - if a stock ex-
change is established in the observed country’s period, otherwise — 0. The model result
was well fitted: p < 0.0001, correctly classified an overall SED accuracy up to 84.84%
and excellent area predictive power at a receiver operator characteristic of 0.9347. The
study observed that IFRS had high degree of co-movement with SED, and changes in
IFRS had a strong positive impact on SED. Besides, changes in market size, ICT infra-
structure, and public sector management and institution (PSMI) had a positive and
significant impact on SED. The odd ratio of SED compared to non-SED is greatest with
IFRS (40.67 times), and for the other variables, the ratios are: market size (4.02), ICT
infrastructure (1.26), and PSMI (2.73), respectively. On a greater extent, SSA countries
should allow the use of IFRS for financial reporting to expedite SED.

Keywords developing economies, SSA countries, logistic model,
financial statement, accounting information, listed firms
JEL Classification G15, M41, N27

INTRODUCTION

The stock exchange market provides great opportunities for mobiliz-
ing funds, better efficiency and resource allocation (Azeez & Obalade,
2019). Shares of publicly held companies are issued and traded here ei-
ther over the counter markets or through exchanges (the terms ‘capital
market’, ‘stock market’, and ‘stock exchange’ are used interchangeably
in this study). It plays a developmental role in the global economy and
is a barometer of the level of business activities in an economy. Stock
exchange provides avenue for investors’ confidence through a strong
regulatory framework, transparent disclosure and accountability by
listed firms. In so doing, it improves the amount of firm’s specific in-
formation capitalized into stock pricing through enhanced financial
reporting standards. This improvement further enhances the reliabil-
ity of the information contained in the financial reports for making
investment decisions. The importance of the reliability of the informa-
tion in financial statements is outlined in the Statement of Financial
Accounting Concepts No. 2 (FASB, 2008); that is, the relevancy and
reliability of information characteristics that make the accounting in-
formation useful.

Firms listed on stock exchanges are mandated to submit their financial
statements to the stock exchange. And it serves as a means by which
the listed firms interact and communicate their financial information
to stock exchange stakeholders. Countries that intend to allow the use
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of IFRS, but have not started developing stock market, are increasingly doing so. This is because IFRS is
becoming a global standard for preparing financial statements by a public company. This means that the
adoption of IFRS is essential for the development of the stock exchange (P. V. C. Okoye, J. F. N. Okoye,
& Ezejiofor, 2014). Relatively, adopting or permitting the use of IFRS is expected to reduce information
asymmetry, information risk, increase the speed at which information can be processed.

IFRS is expected to produce financial statements that are comparable in the face of increasing globali-
zation of businesses. It is hoped that when firms globally adopt IFRS, investors’ confidence worldwide
will be increased. Since, it is expected to bring transparency, accountability and efficiency to financial
markets around the world, which is a major motive for the standard, and to make auditing and regu-
lation easier (Wiley Interpretation and Application of IFRS Standards, 2019). Currently, IFRS is either
adopted, permitted and/or required by several countries for the presentation of their financial reports,
particularly where their firms are listed on their domestic stock exchange markets. That is, some coun-
tries allow using IFRS even though they have not started SED. And it is still not permitted and/or not
required for presenting financial statements in several other countries across the globe.

Motivated by the apparent relationship between the use of IFRS for reporting firms’ performances and
SED, relevant research has been conducted in both developing (Okoye et al., 2014) and developed econ-
omies (Hong & Stein, 2007; Hayfa, Nadia, & Elleuch, 2013). Most of the studies show that implementing
IFRS is a driver of the trade volume movement in the stock markets of the European economies (Hong
& Stein, 2007; Hayfa et al., 2013).

Apart from the Johannesburg Stock Exchange that was established in 1887, most stock exchanges in the
SSA region are relatively new. They are also the smallest and the least developed according to interna-
tional standards, when measured by listing and capitalization. Currently, many SSA countries lag in
sophisticated firms’ regulatory systems, as such; adopting IFRS is expected to have a positive influence
on the stock exchange market in the region. However, institutional and economic differences globally,
and inherent regional factors either enhance or impede the benefits and costs accruing to the adoption
of IFRS (Kimeli, 2017). Thus, the impact of IFRS on SSA SED needs to be studied in light of their under-
development. The determinants of SED are important to stock exchange stakeholders as well as policy
makers seeking to improve their economy.

1. LITERATURE REVIEW

increased cross-border investments and efficient
capital allocation of scarce resources (Prochazka &

Given that other regional factors can impede or
enhance SED, other than IFRS, the study includes
other determinants of SED mentioned in the re-
viewed literature: market size, ICTI and PSMI.
Production capacity, trade openness and trans-
port services are used as control variables in the
study.

1.1. International financial reporting
standards

IFRS are more or less the rule of financial reporting
for a global capital market. There are many argu-
ments for the IFRS, which include factors such as:
reduced differences in diverse accounting standards
that can allay information processing costs, and
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Pelak, 2015; Kimeli, 2017). Moving to IFRS can en-
hance the liquidity of capital markets and reduce
companies’ costs of capital by giving investors bet-
ter information on firm performances. Adopting
IFRS can help in a more informed valuation of eq-
uity markets, reducing the risk of adverse selection
for the less-informed investors. Meanwhile, empir-
ical studies on the determinants of SED confirm or
question the correctness of theoretical models that
relate IFRS to SED.

When examining the market reaction to earnings
announcement, Ball and Brown (1968) showed
that accounting information is a useful tool for
investors in estimating security return risk and
the expected market value. This suggests that ac-

http://dx.doi.org/10.21511/imfi.17(3).2020.30
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counting information reported using IFRS is a ba-
sis for evaluating stock markets, and this confirms
findings that show IFRS influences stock price
and, invariably, stock exchange market (Kim &
Shi, 2008; Wang & Yu, 2008). Examining the effect
of the national transparency on the performance
of the Nigerian financial market, Ibrahim (2020)
found a positive significant association between
transparency and financial market performance.
Though the findings of several studies indicated a
positive bearing between IFRS and capital market,
Prochazka and Pelak (2015), and Kimeli (2017)
showed that the benefits were not been realized
uniformly throughout the globe due to firms’ and
countries’ inherent factors.

Given that the lack of institutional knowledge is
combined with opaque financial reporting and ob-
scure accounting rules, the adoption of IFRS that
is acceptable to stock market participants means
that IFRS will complement SED, and vice versa.

1.2. Market size

The market size required for a healthy SED should
be relatively large so that it can absorb huge invest-
ments and investors can enjoy economy of scale
benefits. Gross domestic product (GDP) is a good
proxy for an economy’s market size, and it has
been documented empirically to affect stock mar-
ket (Kuvshinov & Zimmermann, 2020). GDP is a
measure of the size of an economy’s production of
goods and services from the resources owned by
the citizens of a particular area in a period of time
(Stephany & Krishnan, 2006). According to Kaldor
(1961), SED is expected to evolve with market re-
al activities. Though short-run deviations from the
co-movement of SED and market real economic
activities is expected, such as during the Covid-19
period. In the long run, the stock market will be co-
evolved with market real economic activities, such
as with GDP (Kuvshinov & Zimmermann, 2020).

The above assertion is supported by Kuvshinov
and Zimmermann (2020), in their empirical ex-
amination of data for 1870-2015 for 17 countries.
The study shows that stock market size and GDP
were closely related to each other until 1980s, but
they diverged thereafter due to the induced sink-
ing equity price and low discount rates. In this
wise, GDP, as a proxy for market size, is expected

http://dx.doi.org/10.21511/imfi.17(3).2020.30

to move in line with SED, unless it is distorted by
some deep institutional factors.

Hsing (2014), in a study of Estonia, found that stock
market index had a positive impact on GDP. Using
the ARDL bound testing to examine the short-run
and long-run relationships between macroeco-
nomic determinants of the Nigerian stock mar-
ket over the period 1981-2017, Azeez and Obalade
(2019) showed that both short-run and long-run
relationships exist between GDP and stock market
development in Nigeria.

1.3. ICT infrastructure

Weak ICT infrastructure (ICTI) characterizes
emerging economies (Mahajan & Banga, 2005).
The effects include limiting the free and fast flow of
information to their potential users, as well as the
lack of readily available data on the capital mar-
ket (Okoye et al., 2014). Few African countries can
boast of regularly producing and making timely,
high-quality data available to the public (Kubota
& Zeufack, 2020), others even choose to keep
them from the public as a confidential document
(Jerven, 2013; Horn, Reinhart, & Trebesch, 2019).
The scarcity of automation for a robust electronic
trading system, central depository and weak ICTI
also hampers SED (Yartey & Adjasi, 2007).

Given that the ICTI facility in the SSA region
countries remains a hurdle for economic growth
and productivity, it is likely to limit firm’s listing
in the region, since it is a main risk to business.
Whereas ICTT is central to the determinants of
international business activities (Dunning, 2006).
A stock exchange with better ICTT facilities is ex-
pected to reduce costs and speed up its operation
and activities (Yartey & Adjasi, 2007). On the oth-
er hand, underdevelopment and low use of ICTI
will induce high transaction costs and dissuade
listing on the stock exchange (World Economic
Forum, 2013-2014; Emudainohwo et al., 2018).

Pradhan (2015) examined the mutual association
between ICTI, the depth of stock markets and
economic growth of selected Asian countries over
the period 1961-2012. The study found a long-run
equilibrium association between the three varia-
bles, as well as the Granger causality relationship
between ICTI and SED. In an examination of the
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ICTI impact on the growth of the Indian stock ex-
change, using a modified version of the Gompertz
technology diffusion model, it was shown that
ICTI contributes to the Indian capital market
growth (Bhunia, 2011).

Lee, Alford, and Gardner (2017), while examining
data from 81 countries over the period 1998-2014,
show that the ICTI expansion has a positive effect
on the stock market capitalization. They also show
that the level of ICTI that may affect stock market
capitalization varies substantially across countries.
On the contrary, a study of the effects of ICTI on
the Nigerian and Johannesburg stock exchanges
shows that the internet use had a negative impact
on their stock market indices except market capi-
talization (Okwu, 2015).

1.4. Public sector management and
institutions (PSMI)

The PSMI cluster includes property rights and
rule-based governance, the quality of budgetary
and financial management, the efficiency of rev-
enue mobilization, the quality of public adminis-
tration, and transparency, accountability and cor-
ruption in the public sector (World Bank, 2020).
SSA region lacks good governance, political sta-
bility and prudent government regulations, which
hinder the normal development of the stock mar-
ket. Transparency is a crucial element expected in
PSMI. Most of institutions hide under the ‘cover’
of the democratic system of governance, but not
transparency.

Earlier research found a strong association be-
tween transparency and corporate governance
and the efficiency of the capital market (Lang &
Maftett, 2011; Ahmadi, 2015; Masry, 2015). With
respect to PSMI, Afful and Asiedu (2014) found
that business regulations, starting a business,
closing it and enforcing contracts engender stock
market activities in SSA. The implication of the
finding is that in the SSA region, not all govern-
ment institutions and business regulations stim-
ulate SED. In their study of institutional quality
effects on stock market performance, using pan-
el data of 41 emerging countries for the period
1996-2011, Winful, Sarpong and Agyei-Ntiamoah
(2016) found that the institutional quality has a
positive significant impact on stock market per-
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formance. H. Khan, S. Khan, and Zuojun (2020)
examined a panel set of 189 countries and showed
that better institutions were important for finan-
cial development. Imran, Ejaz, Spulbar, Birau, and
Nethravathi (2020), in a study of the association
between stock market performance and country
level governance indicators, found that stock mar-
ket performance and governance indicators were
positively related.

2. AIMS

Given that many countries of the SSA region lag
behind in sophisticated firms’ regulatory systems
and there are institutional and macroeconomic
differences between the region (a developing re-
gion) and other developed regions, coupled with
the fact that globally the benefits and costs of im-
plementing IFRS are far from been equal to com-
panies and countries (Kimeli, 2017), this study
aims to determine how IFRS will affect SED in the
SSA region. The study’s findings will contribute to
answering the question of whether the adoption
of IFRS will enhance or impede SED, in particu-
lar in SSA countries. Both macroeconomic and in-
stitutional factors are included as variables in this
study. The results will be useful for policy makers
and prospective investors as a guide when making
investment decisions in the region.

2.1. Hypotheses

In the light of the review of SED, IFRS and other
determinants of SED, the study puts forward the
following hypotheses.

Theory emphasizes that stock exchange markets
generate information to their stakeholders for po-
tential investment and capital allocation. On the
other hand, a lack of data transparency erodes
credibility of a report, its opacity will fuel conta-
gion and mask stock price in a stock market. The
research problem is that the level of data disclosure
and transparency in the SSA region is low (Kubota
& Zeufack, 2020), and it can reduce a competitive-
ness position. However, IFRS was adopted to ad-
dress these weaknesses. Thus, the study hypoth-
esizes that:

HI: IFRS is positively associated with SED.

http://dx.doi.org/10.21511/imfi.17(3).2020.30
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Given that SED is expected to evolve with market
real economic activities, and that only relatively
larger market size can secure a listing of a larger
firm on the stock exchange, the study expects the
same directional movement between market size
and SED, and hypothesizes that:

H2: Market size and SED have a significant posi-
tive bearing.

ICTIs are mainly a specialized technology, which
is acquired and installed. They are easily adapt-
able. It is expected that their level of utilization
will determine the extent of SED achievement, in
particular that it will also affect the levels of free
and fast information flows. The study hypothesiz-
es that:

H3: ICT infrastructure positively influences SED.
Given that SED will be driven by good govern-
ance and strong institutions, the opposite will be
the case of poor governance and weak institutions.
Thus, the study hypothesizes that:

H4:  Thereis a positive relationship between PSMI
and SED.

3. METHODOLOGY

The study used data of 40 out of 48 SSA region
countries for the period 2010-2018. The data were
derived from the WDI database, sampled coun-
tries’ stock exchange websites, and the IFRS web-
site. The study’s dependent variable is the status of
SED in the SSA region (coded 1 if stock exchange
is established in the country’s observed year, oth-
erwise 0). The logistic transformation /ogit (7?)

was employed in this study. The form of multiple
logistic regression model is expressed as follows:

Logit| z(x) |=a+ fx, +

+5,%, + Box, + B x, +...+ B.x,,

where x,,x,,X;,...,x, are predictor variables,
BB, Bs,.... B, are logit coeflicients of the pre-
dictors, and « is constant. The logistic model
shall be employed for logit, logit average marginal
effects, and odd-ratio models. The study will as-

http://dx.doi.org/10.21511/imfi.17(3).2020.30

sess whether the model fits the data well using the
fitted dependent variable classification and ROC
curve.

The model is specified as follows:

SED,, = B, + BIFRS,, +
+B,MKTS, , + BICTI_, +
+B,PSMI,, + BPC,, +
+B,OPEN,, + BTS,, +u,,,

@

where SED - Stock exchange development,
IFRS - International Financial Reporting
Standard, MKTS - market size proxy with GDP,
ICTI - ICT infrastructure, PSMI - public sec-
tor management and institutions cluster index,
PC - production capacity, OPEN - trade open-
ness, IS - transport services, ¢ = country (1, 2, 3...
40), t —time (1,2...,9),and u - errors term. The
study variables are described in Table 1.

Table 1. Variable descriptions

Source: Researcher’s computation (2020).

Proxy (for
Variable : the sampled | Measurement Source
countries) :
; Lo \
i i If stock exchange is i izz]nptred's
SED i Stock exchange : established in yeart : Y
H i ) i stock market
i=1, otherwise =0 ; )
R N : website
IFRS ior permitting i eart—pl otherwise ¢ IFRS (2020)
i the use of IFRS ﬁiyo T
GDP(current  World Bank
Merketse uss) L R (2020)
 Fixed : :
telephgng Log of.tel.ephone { World Bank
ICTI i subscriptions i subscriptions (per  : (2020)
(per 100 ;100 people)
PeOPle)
Public sector Public sector :
pSMI i management  managementand | World Bank
and Institutions : Institutions cluster : (2020)
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ Clusterindex_ : index B
Production ' lpnrikzjztcr:clm “Industrial : World Bank
ey index  Productoninder  (2020)
Trade Trade (Import + eXport) of World Bank
openness i opennessindex : goods and services (2020)
: Transport :
: o .
Transport services (ﬁ of i Transport serw;es World Bank
) commercial (% of commercial
service ) L (2020)
service service imports)
imports)
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4. RESULTS

Table 2 shows that 211 (58.61%) years observation
has SED, while 149 (41.39%) years observation has
no SED. The number of years observation shows
that the use of IFRS for financial reporting is 193
(53.61%), while 167 (46.39%) have not used IFRS
for financial reporting over the period 2010-2018.
Table 3 shows that SED has a mean of 0.5861, while
IFRS has a mean of 0.5361. It further indicates that
years of country’s SED is more than non-SED; and
the use of IFRS is more than the non-use of IFRS.
Their standard deviations (Table 3) of 0.4932 (SED)
and 0.4994 (IFRS) are relatively the same, which
suggests comparable volatility.

Correlation matrix (Table 4) shows that SED moves
in line with IFRS (0.6246), market size proxy with
GDP (0.4432), ICTI proxy with fixed broadband
subscription (0.1752), PSMI (0.2504), and produc-

tion capacity (0.1561). On the other hand, SED is
inversely correlated with trade openness (-0.0515)
and transport service (-0.2487). Only IFRS
(0.6246) and market size (0.4432) have moderately
high correlation with SED. Other variables have a
weak correlation with SED. Multicollinearity test
(table omitted) shows that trade openness has a
VIF of 1.55 (the highest), production capacity has
a VIF of 1.05 (the lowest), and mean VIF is 1.27,
which suggests no multicollinearity challenges.

The fit test (see Table 5) for the classification ma-
trix of the logit model indicates that the fitted logit
model correctly classifies SED with an overall ac-
curacy of 84.84%, and the rest (15.16%) are mis-
classified. Further fit test, the ROC curve (Figure
1) shows that the area under ROC curve is 0.9347,
and this further suggests that the model is well fit-
ted and it does have an excellent predictive power
(Hilbe, 2009).

Table 2. SED description and the use of IFRS (2010-2018)

Source: Researcher’s computation (2020).

Number of years observation: SED

Number of years observation: the use of IFRS

SED Frequency Percentage IFRS used Frequency Percentage
Yes() . 2l 5861 5361
No(O) 149 4139 4639
Total 360

Table 3. Variables statistic (2010-2018)

Source: Researcher’s computation (2020).

Variables Mean Std. Dev. Min. : Max.
D e O988L 04932 00000
Market size .23:2270 Jlaasl 20.5596  i......270663 .
ACTL L1944 .3:8090 7821 i 184298
DM e 30068 0.4469 0000 i 1000
_Production capacity S 201139 03181 0000 . ..i.....10000 ..
Transport service 43,7521 16.8194 9.9359 81.4697
Table 4. Correlation matrix
Source: Researcher’s computation (2020).
o Production Trade Transport
No. SED IFRS : Marketsize: ICTI PSMI . p
: : capacity openness service

=

10000

0.2030 .

00215 | 00181 | 10000

02297 | 01048 | 00210 . 10000
8 —0.1918 : —0.0909 0.0082 —-0.4637 1.0000
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Table 5. Stock exchange fit test classification

Source: Researcher’s computation (2020).

True

Classified : D : ~D Total
N [T B T

Total 139 138 277

Classified + if predicted Pr(D) >= 0.05
True D defined as a Stock Exchange! =0

Sensitivity : Pr (+| D) 85.61%
Sty el e

Positive predictive value Pr (D] +) 84.40%
Negatie predictiayalus. Cweol T e
Felsetratefortrue~d R 1594%

False —rate for true D 14.39%
fale e fordosiieds seon
“‘E‘q!‘se + ratgfor classui'fjed T I o s 1471%

Correctly classified 84.84%

The regression results of the study are present-
ed in Table 6. The models were well fitted as a
whole (p-value < 0.05). The result suggests that
IFRS, market size, ICTI, PSMI, and production
capacity are more likely to profit from SED. The
model results (logit, logit average marginal ef-
fects, and odd-ratio models) are discussed con-
currently as they relate to SSA countries exam-
ined in this study.

The results show that for every one-unit increase
in the use of IFRS (in comparison to the non-use
of IFRS), the opportunity ratio of SED will likely
record an increase of 3.71 points at a significant
threshold of 1%. On average, this is associated
with about a 37.2% increase in the probability of
SED if other predictors are held constant, and it is

about 40.67 times more likely to increase SED. The
study found that improving market size by one
unit, the log odds of SED are likely to increase by
about 1.39 points at the 1% significance level. And
where other independent variables are held con-
stant, it is likely that SED will increase by 13.97%
points and by 4.02 times over non-SED.

In the sample, where ICTI is improved by one unit,
it is likely to increase the opportunity ratio of SED
by 0.23 points at the 1% significance level. And it is
associated with, on average, 2.36% points of SED
if other independent variables are held constant.
Furthermore, the result suggests that ICTI is also
likely to progress SED by 1.26 times compared to
the non-SED situation. Following the regression,
for a one-unit increase in PSMI, the log odds of

Sensitivity

0.50
|

0.25
|

0.00

0.00 0.25

0.50

0.75 1.00

1 - Specificity

Area under ROC curve = 0.9347

Figure 1. ROC curve

http://dx.doi.org/10.21511/imfi.17(3).2020.30
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Table 6. Regression results

Source: Researcher’s computation (2020).

Logit average marginal

offect coefficients Logistic model (odds ratio)

SED t Logit coefficients
RS T S O
MarketSize kLS S
LT L
PSMI .....1.0046%*

_cons
Number ofob; """ 277
LRChP(7)=

Prob > Chi? =

PseudoRZ= 0.5353

2300

LTSI

A S —

00000

0.3720*** 40.6709***
01397 A
QO23ETTE e L2eaarr
0.1008** 2.7309**
0230t aeapen
3.8709
o 09766" o
1.26e-17%**
a7 77
n o 20557 o
0.0000
"""" 0.5353

Note: ¥** ** and * represent p-levels of significance at 1%, 5% and 10%, respectively.

SED are likely to increase by about one (1) point at
the 5% significance level. And holding other pre-
dictor variables constant, it is likely, on average, to
cause about a 10.08% increase in SED. It is also
likely to increase SED by 2.73 times compared to a
situation with non-SED.

5. DISCUSSION

This study examines the impact of IFRS on SED
in the SSA region. Of the studied country data for
the years observed, country’s years of SED and the
use of IFRS are larger than non-SED and non-use
of IFRS, respectively. IFRS and SED show a high
degree of co-movement. This suggests that the
SSA region countries, that is the developing stock
exchange, are more likely to employ IFRS for fi-
nancial reporting. IFRS has the greatest impact on
SED. A positive significant association found be-
tween IFRS and SED supports the study hypothe-
sis 1, which states that IFRS and SED are positively
associated. This is also corroborated by Kim and
Shi (2008), Wang and Yu (2008) who show that
IFRS influences stock prices and, as a result, the
stock exchange market. The relationship is very
strong and it suggests that using IFRS in the SSA
region for financial reporting is expected to im-
prove their SED. In turn, SED will attract firms to
be listed on the SSA stock exchange markets.

The result supports hypothesis 2, which states that
market size and SED have a significant positive
bearing. It also corroborated by Hsing (2014) who
showed that the stock market index has a positive
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bearing on GDP (market size) in a study of the
Estonian stock market. This result suggests that
increasing the SSA region countries’ market size
is a condition for SED. ICTT had a positive and sig-
nificant bearing on SED. The result supports hy-
pothesis 3 and is corroborated by earlier studies
that showed a positive relationship between ICTI
and SED (Bhunia, 2011; Pradhan, 2015; Lee et al.,
2017). It, however, fails to support the argument
that the scarcity of soft infrastructure will ham-
per SED, which is in line with Yartey and Adjasi
(2007) who found an inverse association between
ICTI and SED. The result suggests that informa-
tion could flow to potential users easily while its
benefits may include reduced transaction costs in
the stock exchange markets of the SSA region.

The result supports hypothesis 4 that expects a
positive significant relationship between PSMI
and SED. It also corroborated earlier studies that
found a strong positive association between trans-
parency and SED (Lang & Maffett, 2011; Ahmadi,
2015; Masry, 2015; Winful et al., 2016; Imran et
al., 2020). It, however, failed to support Afful and
Asiedu (2014) who show that business regulations,
starting a business, closing it and enforcing con-
tracts engender stock market activities. Perhaps
the result suggests that PSMI supports SED in the
SSA region. Though transport services is anoth-
er control variable in this study, it is worth men-
tioning that it has a weak negative association with
SED. It probably supports the fact that transport
services in the SSA region are poor. This suggests
that an economic factor of production of goods
and services in the SSA region impedes SED.
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CONCLUSION

Logistic regression was used to achieve the purpose of the study. The model was well fitted and it cor-
rectly classified SED with an overall accuracy of 84.84%. The results are supported. The key finding of
the study is that changes in IFRS have a strong and positive effect on SED. The number of times SED will
change, in comparison with non-SED when there are changes in the explanatory variables, is greatest
with IFRS (40.67 times). This shows that adopting IFRS by firms listed on the stock exchanges in the SSA
region will enhance their SED. The other findings are: market size, ICTI, PSMI, and productive capacity
are more likely to encourage SED, while, trade openness will mildly support SED. Transport services
are unlikely to support SED. The numbers of times SED will change, in comparison to non-SED, are:
market size — 4.02), ICTI - 1.26), and PSMI - 2.73 times, respectively.

The result is expected to assist policy makers and prospective investors as a guide when making invest-
ment decisions in the SSA region. Specifically, the study makes the following recommendations to en-

hance SED in the region:

a)

b)
o)
d)
e)

institutional and infrastructural facilities should be strengthened to support market size and, of
course, the stock market in the region;

ICTTI in the capital market industry should be improved;
trade openness, although caution should be exercised;
production capabilities, especially outside the mineral resource sector, should be improved; and
transport service system should be improved to minimize its negative impact on SED.

Future researchers may explore the financial sector and decompose the non-financial sectors for study.
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