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Abstract 

Ethiopian companies are not benefiting/i"om listing on stock exchanges because there 

170 slack exchange in Ethiupia . Foreign listing ;.'1' an a/lerna/iv€! solution fa this prohlem . 

Thus, this study examines whether or 170r Ethiopian companies meet the lisfing 

requirements of African slock exchanges. The sludy alsu assessed the characlerislics (~r 

[rhiopian companies (their slrenglhs and JIIeakl1esse.~) in relation 10 slock exchanges 

Iisling requiremenfs so as fa determine Ihe availability (~l qualUied companies fi-'I" Ihe 

eslablishmenl of a Slack exchange in Elhiupio . The delenl1;nonls l?/lisling requirelllell/s 

and listings are also investigated in this studv 

77,e study adopts a mixed methods research approach. Speci/ical/l '. the study uses 

surveys 0/1 7 Ethiopian share companies that are established a/ier 199-1 h.\' oflering 

shares /0 (he public via JPO and Ihal has a min;11111111 a/fwu years opera/ing histOl:r using 

closed ended self administered q7lestionnaires to collect (I quantitative dafa . /17 addition. 

the study lIses surveys of / 5 A/dean stock exchanges that hove listing reqlfirell1enls 017 

their websites in English languages. the sll/dy also analvzed the qualitative listing 

requirements o./A/ricon countries stock exchanges (Ol"{ D 2UU-I COIporate Governance 

Principles) by comparing it1l'ith the Ethiopian companies' corporate governance law 

The results 0/ this cOlllbined research methodology reveal that Ethiopian companies con 

be listed in other A/i-ican countries' stock exchanges and get bene/ited/iwn listing There 

are also qualified companiesjor the establishment o/stock exchange in Ethiopia. 
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C hapter 1 Introdnction 

1.1 Background orthe study 

Stock exchanges arc organ ized market places in which stocks, bonds and other securiti es 

are traded by members of the exchange . Stock exchanges perfo rm a numbe r of functi ons 

useful to the in vesto rs and corporations. It is onl ) li stcd compan ies that are able to trade 

the ir securiti es on the trad ing noor of the stock e.xchange (Mohammed. 20 I 0). Li sting 

means the acceptance of qualifying security lo r trading over a stock exchange. In orde r 

for companies to be li sted, they should fullill ce rtain li stin g req uirements 01' cred ibility 

for the exchange. Listing requ irements are th e set 01' condit ions (both quantitative and 

qualitative) imposed by a given exchan ge up on companies that wa nt to be li sted. Such 

conditions somet imes include minimulll number of shares. minimum capital , minimum 

annual income, and minimulll governance qu al iti es. 

Neverthe less, there is no stock exchan ge in Eth iopia. In thi s regard. Negash (2009) Ih)ted 

that one key in stitution that is mi ss ing in Ethiopia is a stock exchange. Thc establi shment 

of stock exchange in Ethiopia can give the to ll owing ad vantages. Petros (2009) clarilied 

th at a stock exchange will benelit Ethiopia by se rvin g as govern ing instrument. makin g 

ex it for minority shareho lders from underperfonnin g or oppress in g companies (a lso noted 

by Negash (2008) and Gebremeskel (20 I 0) , rai sing country's com peti tiveness in post 

Wo rl d Trade Organizatio n (WTO) access ion , and by facilitating liquidity of securities. 
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In eclcli lion. Fircw (2009) po inled oul Ihal Ihc exislence 0 1' sioek exchange \\ill he lp 

Elhiopi a by atlracling fo reign investor, generating more capilal and in vestmcllI to fu el 

Eth iopia' s rap id growth, as well as by cUlling cost of promotion. Moreover. Ihc transfer 

of ri sk and transfer o f wai ting , marketa bility and va luation 01 ' secur iti es and lirm. 

Pro lecti on of finan cial in vestors under what is ca ll ed a self-regul atory sc heme and 

improving the fi nancial sector' s growth as additi olH!1 sou rce o f ca pi tal with banks are also 

Ihe other purpose o f stock exchange for Ethi opi a (M oha mm cd. 20 10). Pri ce di scovery as 

stated by Negash (2008) is al so the other ad valliage of stock exchanges. 

Regarding the spec ifi c need for the establi shment of stock exchange or fore ign listin g, 

Ge bremeskel (2010) and Petros (2009) stated that there is ad cquate shareholdin g 

constituency in Eth iopia to support a viable stock exchange. The number of shareholders 

is estimated more than 60,000. This number clea rl y indicates that there is share illiquidity 

hi ghl y. If it illiquidity continuous like the present, it will fru strate ex isting sharehold ers 

and di scourage the market for newer o ffe rings (Mo ha mmed. 20 I 0: Petros. 2009) . In 

additi on, in vestors are likely to be unwilling to hold lo ng-term securiti es if they fear that 

the securities they intend to buy can not be con verted in to cash without much trouble and 

wait (Mohammed, 20 I 0). Moreover, Firew (2009) added that the current rapid increase in 

share companies soliciting equity from Ihe public call s lo r the speedy establi shmelll o f 

some sort of an exchange, at least in Addis Ababa. These conditions c lea rl y s ignily the 

need fo r either the estab li shme nt of a stock exchange or the con siderati on o f foreign 

li sting, a substitute for loca l or domesti c li sti ng. 
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These conditions are indicators liJr the necessily of lisling of Eth iop ian com panies in 

foreign stock exchanges. Foreign li sting especia ll y in Afri can stock exchanges can solve 

the problem until a stock exchange is established in Ethiopia. Ethiop ia and othe r A fri can 

count ri es operate under a similar economic environment (growing economy), Ihc mOl'e 

likely that African stock exchanges becomes a des lination for Ethiop ian companies. 

Thus, the purpose of thi s two-phase, sequent ial mixed method survey resea rch is 10 

in vestigate whether or not Ethiop ian companies meet both the quan titative and qualitative 

li sting requ irements of African stock exchanges. The motivation for us ing a mixed 

research approach is to better understand the research problem both quanti tatively and 

qualitat ively. The first phase is the exploration of whether or not Ethiop ian companies 

meet the quantitat ive list ing requ irements of Afri can stock exchanges. The second pl",se. 

using a secondary data is to invest igate whethe r or not Ethiopian companies Ill eel 

qual itati ve listing requ irements of African stock exchanges us in g a qualitative anal ys is . 

The other purpose of thi s study is to ident ify the list ing strengths and weaknesses or 

Ethiopian companies. The intent of thi s is to check the avai lab ility of qua lified compa nies 

in Ethiopia for the estab li shment of stock exchan ge and to des ign a hypothetica l li qing 

requirement for Ethiop ian com panies. Last ly, this study in vestigates the determinants 

listing requirements of Afri can stock exchanges and to examine the determinants or 

I isting of or meet of Ethiopian compani es on A fri can stock exchanges. 
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The results of th is combi ned rese"rch methodo logy revea l tha t Ethiopian companies can 

be li sted in other A fr ican countri es' stock exchanges and get beneli ted from li st ing. Thcrc 

are a lso qua lified com panies for the estab li shment of stock exchange ill Ethiopia. The 

paper is organi zed as fo!lo\\ls: chapter one introducti on: clulpt er \wo lilerature rcvi~\V: 

chapter three research des ign; chapter four data anal ys is and in terpretation; and chapter 

five Discussion, conclusion and recommendati ons. 

1.2 Statement of th e problem 

Gebremeskel (20 I 0) and Petros (2009) noted th at there is adequate shareho ldi ng 

constituency in Ethiopia which clearl y indicates that th ere is share ill iquidity hi ghl y. !f' it 

ill iq ui dity conti nuous li ke the present, it wi ll fru strate ex isting shareholders and 

di sco urage the market for newer offerings (M ohammed. 20 I 0; Petros, 2009). In addition, 

in vestors are likely to be un wi lling to hold long-term secur ities if they fear th at the 

securities they intend to buy cannot be convened in to cash without much trouble and 

wa it (Mohammed, 20 10). Moreover, Firew (2009) added that the current ra pid increase in 

share compa nies soli citing equity from the publi c call s fo r the speedy es t a bli shmc ,, ~ of 

some son of all exchange, at least in Addi s Ababa. These conditions c learl y signil 'y th e 

need fo r e ither the establishment o f a stock exchange or the considerati on 01' fore ign 

li sti ng, a substitute fo r local or domestic li stin g. These cond itions are indicators for the 

necess ity of li sti ng of Ethiopian compani es in fore ign stock excha nges. Foreign list ing 

espec ia ll y in Afri can stock exchanges can solve the problem unt il a stock exchan ge is 

estab l ished in Ethiopia. 
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Thus, the purpose of thi s two-phase, seq uential mi xed method survey resea rch is to 

in vest igate wheth er or not Eth iopian com panies be listed in Ali'ica n stock exchanges by 

meeting both the quant itative and qualitative li st in g requirements. The other purpose 01' 

thi s stud y is to ide ntify the li sting strength s and weaknesses of Ethiop ian co mpani es. The 

intent o f thi s is to check the availability of qualified companies in Ethiopia for the 

estab lishment of stock exchange and to design a hypothetical li st in g requirement lor 

Eth iop ian com panies. Lastly, thi s slUcl y investigates th e determin ant s li st ing requirements 

of Afri ca n stock exc han ges and to exami ne the determin ants of li stin g of or mee i of 

Ethiopian compani es on Afri ca n stock exchan ges. 

1.3 Research Objectives 

T he following are th e general objec tives of the thes is; 

I. To identify whether o r not Ethiopi an compan ies meet the li sting requirement s of 

A fri can stock exchanges; 

II . To assess th e strength s and weaknesses of Ethi opian compani es in re lati on to stock 

exchanges li stin g requirements for th e estab li shm ent o f a stock exc han ge; 

To achieve the general objective, the following are the specific objectives of the 

thesis; 

a . To check w heth er or not Et hi opian compani es ca n be listed abroad in othe r countries 

stock exchange particula rl y in A fri ca by meetin g both the qualitative a nd quantitative 

(corporate govern ance) I istin g requ ire ments; 
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b. To idcntil\' the ava ilabilit y of qualified co mpanics in Ethiopia Ii,r the estab li shment 01· 

stock exchan ge; 

c. To des ign a hypotheti cal li sting requ iremen ts for Ethi opian co mpanies so that 

companies can prepare itse lf to meet it and to be li sted hom e when a slOck exchange 

is estab l ished in Ethiopia; 

cI. To invcsti gate the determinants o f listing req uirement s o f A fr iean stock cxchan ges; 

and 

e. To identify factors that affect Ethiopi an co mpanies ' meetin g of th e li stin g 

requ i re ments of A frican stock exchanges? 

1.4 Research methodology 

In order to achieve the ma in resea rch obj ectives a mi xcd methods approach (both 

quantitative and qualitative) is adopted. The purpose of us ing such a mixed meth ods 

approac h is to gath e r data that co uld not be obtained by adopting a s in gle mcthod and lor 

trian gulati on so that the findin gs with a s in g le app roach could be substa ntiated with 

others whe reve r poss ible. A brief expla nati on about eac h o f th e mai n data co llection 

methods adopted is g iven be low. 

1.5 Definitio n of terms 

L is tin g req uireme nts: Li stin g require ment s are th e set o f cond itions imposed by a 

given exchange upon co mpanies that wan t to be li sted on th at exchange. 

Stock exch a nges : A s tock exchan ge is an entity th at provides servtces fo r stock 

brokers and traders to trade stocks, bo nds, and ot her securiti es . 
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Stock exc ha nge li st in o : The facl of being on lhe offi c ial list of sha res which can be b ~ 

bo ugh t or so ld on the stock exchange. 

Fo reig n li stin g: List ing in fore ign stock exchan ges 

Corpo ra te gove rn a nce: Corpora le gove rnan ce is the set of processes. cliSloms. pol icies. 

laws , and insti tuli ons a ffecling lhe way a co rporat ion (or co mpan y) is d irected . 

ad mi n istered o r contro lled . 

Stock excha nges: A stock exchange is an entit y that provides se rvices lor stock 

brokers and traders to trade stocks, bonds, and other securities. 

Compa ni es: Art. 304 ( I) of the com merc ial code of de fined a share company as' a share 

company is a company whose capita l is fix ed in advance and divided into shares and 

whose liabi li ti es are met o nl y by th e asset s of the co mpan y. In th is paper share co mpanies 

a re nam ed as companies. 

1.6 Delimitations and limitation s 

1.6.1 De li mita t ion s of th e s tud y 

T he foc us of thi s study is del imited to ; th e examinat io n wheth e r or not Eth iopian 

compan ies meet the listing req u irements of African stock exc hanges, th e ident il icat ion o f 

strengths and weaknesses of Eth iopian companies fo r the estab lishment of a stoc k 

exchange in Ethi op ia, and the iden tifi cati on of determina nt facto rs o f the listing 

req uirements of Afr ican stock exchanges and th e li st ing of Eth io p ian compan ies. 
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1.6.2 Limit ations of th e study 

This stud y has the fo ll owing lim itati ons. It . in vesti gates wheth er or not Ethiopian 

companies meet the li stin g requi rements of only African siock exchan gcs. II did nol 

check whether El hiopian companies meet the listi ng requiremen ls o f European, A: ian 

and weste rn count ries stock exchanges. Th is was due to lime and fi nanc ial resource 

limilalions. In add ition, the stud y takes onl y the li st ing requirements of equit y shares. In 

other worcis, Ihc study d id nOI in vesli gate on bonds and olhcr securities li stin g 

requirements due to the same reason. Language was another limita tion nr the stu dy ill 

which some of the African countri es stock exchange webs ite is not in Engli sh so Ihat it 

was difficul t to get thei r li sting req ui remen ts all Afri can stock exchanges. 

1.7 Significa nce of the s tudy 

1.7.1 Significance to the scholarly research and li terature 

In the literature little is ident ified about Ihe determinan l faclors of li sti ng requ irements. 

Thus thi s st ud y will try to initi ate the identificat ion o f fact ors that affect li sting 

requirements stock exchanges . Also, il will be used as a reference IClI" a resea rcher that 

wanlS to conduct a research on the estab li shment of a stock exchange in Ethi opia & Ihe 

li sting of Ethiopian companies in fore ign stock exchanges. 

1. 7.2 Significance to improve practice 

This study will help Ethiop ian compan ies 10 be li sted in other African countries stock 

exchanges by identi fyin g stock exchan ges in which companies mee l Ihe li stin g 
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requirem ents so that ge t bend-, ted from listing & so lve the problem or il liqll idit\. 

Moreover, thi s study w i ll try to aid the establi shment of stock exchanges in Dhiopia_ 

1.7.3 S ignifi ca nce to des ign and review pol icy 

Thi s study w i ll help the responsible bod)' that works on the establi shment of stock 

exchange in Eth iopia by designing the li sting requirements fo r Ethiopian companies. 
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C hapter·2 L iterature Revi ew 

Introduction 

Th c precedi ng chapter has indicated th at thc literature on top ics relmed to thi s rescarch 

both theo retica ll y & empiri ca ll y. The purpose of thi s stUll), is to invcstigate wheth er or 

not the Eth iopia companies can be li sted ab road in A frican stock exchanges by meet in g 

the li sti ng requirements. Examining whethe r or not eswblishing a stock exchange in 

Ethiopia is feasible or not from the s ide of compan ies · strengths & weaknesses is also 

another purpose of thi s study. The identifi cat ion of determ inants of li sting req uiremcnts 

& listin gs is also another purpose of thi s study. To ac hieve th is. reviewi ng a related 

literatu re is an importa nt thin g. 

In this review both theoretica l literaturc & empiri cal evidences arc rcviewed . Thc 

coverage of the con tent s is abo ut stock exchanges, li sting requi rement s. li sting espec iall v 

fo reign listing, di sc losure requ irements, corporate governance & issues abo ut Eth iop ia 

are presented below. The li terature rev iew of thi s resea rch is organi zed as foll ows. The 

first part cons ists of the empirical ev idence & the second part consist the empirical 

ev idence. 
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2.1 Theo retical reviews 

2.1.1 Stocl< exchanges: definition and fnnction 

As Gomez (2002) defined, stock exchanges are organized market places in which stocks. 

shares and other secur ities are traded by members of the exchange. ac ting both agents 

(brokers) and principals (dealers or traders). Slock excha r',ges perform a number 01' 

function s use("ul to the investors and the co rporati ons. They ca rry out th e follo wing 

functi ons: central trading pl ace , sett lement of tran sactions, continuous market. suppl y of 

long-term funds, sett ing up of rules and regulations, eva luati on of' sec uritie s. control over 

company management, helps cap ital formation, facilitates speculation , and di rects the 

flow of sav ings . 

2.1.2 Listing requirements: Definition, purposes and purposes 

Li st ing requirements are defined as the set of condition s imposed by a given stock 

exchange upon com pan ies that wa nt to be li sted on that exc hange. Such conditions 

sometimes include minimum number of shares outstanding, minimum market 

capitalization, and minimum annual income (In vestor Words Dictionary. 20 II ). Fo r 

example, the New York Stock Exchange (NYSE) has the followin g li st ing requiremen ts: 

I. Minimum 2,200 total shareholders 

II. One million public shares. 

Ill. $100 million market value of public shares 

IV. Aggregate pretax earnings the last three yea rs 01'$6.5 million , and 

v. $ 100 milli on in reve nues durin g the last fi sca l yea r 
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Li sting req uirements are two types: qUCll1lilati\ L: and lju(llitalivc. Regardin g the 

quantitative li st ing req uirements, the above example explained it good. Rega rding the 

qualitative li sting requirements it is all abou t the companies that must meet before li sted 

in sl.Ock exchanges by fu l Ii II i ng a requ iremelll like co rpora te governance and di sc losure 

req u i remen ts. 

Even though li sting requ iremellls are different among stock exchanges , their principal 

role is; 

I. To enhance transparency and in vestor protection. 

II. To mainta in the market e fli cielll by making li sted companies di sc lose the 

necessary information to the stakeholders on time and at th e appropriate place in 

accordance with the di sc losure requirements of the stock exchanges (Draus. 

2009), 

III. To enhance market con fid ence. 

IV. Ensure that investors receive adequa te disclosure about the li sted companies when 

investors want to deal with invest ing on the companies ' stocks (NAS DAQ. 

20 11 ). 

v. To fu rther the aim of creating a li'ee and open market (Sm ith . 1986); 

VI. To facilitate in vesting and trading of securit ies by ensuring a minimum leve l o f 

fi rm quali ty, monitoring and governance (Carpentie r, Suret and Cumming, 20 I 0) 

Thus li sting req uirements fo rce companies to the publ ication of facts concern ing the 

securities li sted on exchanges and concerning securities for which ap plication and it is 

be in g made one of the most impOrlalll funct ions of stock exchange li sting requirement. 
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rvl illimU111 li sting standards are lhcre forc a signal or quali ty 10 lll~lrkcl p;lrti c ipal1l s. wh ich 

in tu rn fac ilitates liq uidity by attract ing in vestors to the market. 

On the ot her ha nd listing requi rements arc not without disadvantages. Comp lyi ng wi th a 

more strin ge nt listing requ irement may exceed benefits (IMF Wo rking Papcr. 200 I). 

Concerns expressed by regulato ry authoriti es and exchangc o i"l icia ls that str inge nt 

disclosure levels co ul d reduce access to fore ign capital and I(lreign investment 

opportuniti es (Saudagaran and Biddl e, 1992). Stock exchanges th at have a stri ct li st ing 

requi rement are not bette·r destinat ions of companies lor listin g. This is because the 

benefit s gained from li sting will be a trade o ff for the costs incurred to compl y with the 

stringent li sting requ irements. 

2.1.3 Listing: Definition , purposes and types 

List ing is defined as the acceptance of a qua li fy ing security lor trading over a stock 

exchange (Online Business Dicti onary, 2011 ). Li sting is categorized as do mestic listing. 

foreign li stin g, cross- li sting and mUltiple li sting. Domesti c li sting is when the domesti c 

compani es li sted in the domestic stock exchan ge. On the other hand. lo re ign li sting is 

occurred when the domesti c companies are listed in other countl")'s stock excha nges . 

Cross li sting is the comb inat ion of both forei gn li sting and domesti c li sting. Thi s is 

happened when domesti c companies are li sted both in the loca l stock exchan ge and in th e 

foreign stock exchange. Multiple listing is simil ar to dual li sting bu t companies are li sted 

in more than two stock exchanges. 

According to the AS E (20 II ) the fo llowing are the benefits of listin g. 

13 



I. Access to capital for groll th 

II. Higher publi c and in vesto r profile 

III. Instituti ona l in vestm ent 

IV. Improved valuation 

v. A (secondary) market for your o rga ni zati on 's shares 

V I. Exi t strategy for ear ly stage investors 

VI I . A I ignm ent of employee/management interests 

V III. Reassurance of customers and suppliers 

Even though benefits of li stin g exceed it s cost, it has the fo llowing di sadvantages lo r the 

li sted company: the business may become vu lnerable to market fluctuati ons; if mark et 

co nditions change during the floatation process yo u may have to abandon th e fl oat; the 

costs of floatation can be substantial anel th ere are al so ongoin g costs such as hi ghe r 

professional fees; you w ill have to consider shareholde rs interests when runnin g th e 

company - whi ch may differ fro m yo ur own objectives: and pu bli c co mpanies ha ve to 

comply w ith a w ide range of additional re gul atory req uirements and meet accepted 

standards of corporate governa nce . 

2.1.4 Corporate Governance 

2.1.4.1 defi nition , role and its effects 

As per OECD (2004) corpo rate gove rnance involves a set o f relationships betwee n a 

company 's management, its board, its shareh o lders and other stakeho lde rs. Corporate 

governance a lso provides the structure throu gh which the objecti ves of th e company are 
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se t. anu Ihe means of' attai ning those objecli vc:-. alld monitoring performance (liT 

determined. Also, good corporate governance should provide proper incenti ves lor thc 

board and management to pursue objectives that are in the interests of the compan y and 

it s shareho Id crs and should faci I itate effect i ve mon i tori ng. In add it ion. co rporate 

governan ce is affected by th e relationships among participant s in the governan ce SYSkl11 . 

Con trolling sharcholde rs, which may be indi vidual s. lililli l) holdings . bloc all iances. or 

other co rporat ions acting through a holding com pany or cross shareholdings, can 

significantl y innuence corporate behav ior. 

2.1. 4.2 Pr inciples of corporatc governa nce 

The followin g are the OECD 's Corporate Governance Principles under six bas ic headings; 

I. Ellsuring the basis for {In effective corporale governance J;'(fJlIework 

The corporate gove rnance framework shou ld promote transpa rent and 

efficient markets. be con sistent with the rule of la\\ and clear/ I aniculale Ihe 

div ision o f respons ibiliti es among different supervisory. re gulatory and 

en forcement au thoriti es. 

ii. The rigills ofslwreho{ders and key olvnership limetions 

The corporate governance framewo rk should prOlect and I>,cilitalc the 

exercise of shareholders ' ri ghts . 

iii. The equitable treatment of slwrellO{ders 

The corporate govern ance framework should ensure the eq uitabl e trea tment 

of all shareho lders, including minorit y and fo re ign shareholders. All 
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shareholders should ha ve the opportu ni ty to obtain effective redress lo r 

vio lat ion of their rights. 

iv. Ti, e role of stakeholders in cOlporote governance 

The corporate governance fram ework should recogni ze the ri ght s o f 

stakeholders estab li shed by law or through mutua l agreements and encourage 

active co-operation between corporations and stakeholders in creat ing 

wealth,jobs, and the sustainability of financially sound enterpri ses. 

v. Disclosure and transparency 

The corporate gove rn ance fram ewo rk should ensure that timely and accu rate 

di sc losure is made on all material matters rega rding the corporation , 

includ ing the financial situation , perfo rmance, ownership , and governan ce of 

the compan y. 

vi. Tile responsibilities of tile board 

The corporate governance framewo rk should ensure the strategic guidance of 

the company, the effecti ve monitoring of management by the board , and the 

board ' s accou ntab ility to the compan y and the shareholders. 
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2.2 l:mp irical evidence 

2.2.1 Listing Requirements and Stock Exchanges 

2.2.1.1 The economic costs llncl be nefits of lis tin g requirements 

As Le illerstorf, N ico letti and Winkl e r. (2008) noted. stock exchanges exhibit extern a liti es 

and in formation asymm et ri es between iss uers and in vcstors and between bu ye rs and 

se ll ers o f securiti es . Reg ulatory interventi on to m iti gat e th ese market fai lures inc ludi ng 

super-equi valent requ irement s Ill ay assure in vestors. thu s reducin g firm s' cost of raising 

fin ance a nd increas in g thei r va luat ion. Howeve r, regulati on also imposes co mpliance and 

indi rect costs on firms. These costs will a lso be reflected in finn s ' val uations. In other 

words, there is a trad e-off between the costs and benefits o f li stin g rul es. Le itterstorL 

N icoletti and arg ued that Comply ing w ith li stin g requirement s is costl y fo r fi rm s. 

Regarding the d iffe rence of li sti ng requirements across co untri es and lirms La Porta et a l. 

(2002) fo und a pos it ive correlat ion between in vesto r protection and cornpan ) 

performa nce across co untri es . Mace y and O'Hara (2002) in their stud y abo ut the fees or 

stock excha nges a nd its eco nomy, found that while provid in g re venue to the excha nge . 

li stin g fees impose large (opportunity) costs and they types o f listin g requ irement s make 

eco nomi c sense fo r exchanges (or perhaps regul ators) to impose on companies. 

Saudaga ran and Bidd le ( 1992) exa min ed a key questi o n: whe ther firm s' cho ices regardi ng 

al ternative forei gn stock exc hange listin gs are in nuenced by lin anc ia l di sclosure leve ls. 

us in g the li stin gs o f 302 intern at ionall y traded firms wit h at least one lo re ign li stin g, on 

one of nine major exc hanges , as of yea r-end 1987 and th e c han ges in li s ti ngs between 

17 



1981 end 1987. the) found that exchenge choices are innucnccd b\ '·"lallci,,1 disclos"rc 

level s and thi s e fTect should operete onl y for firm s whose domes ti c disclos ure Icvcb arc 

lower than those of a given forei gn exchange. Overall. the result s lend credence to 

concerns ex pressed by regulatory authorities and exchange of~c i a l s that stringe nt 

di sclosure le ve ls could reduce access to foreign capital and fo reign investment 

opportun it ies. 

Using the re lati ve costs and be ne~ts of out side director monitorin g as a benchmark. 

Wintok i (2007) found signifi cant cross-sect ional variation in the wea lth effects around 

the announcement and passage of these regu lati ons. He di scovered that firm s which have 

high monitoring-costs and fewer benefits from ou tside monitoring benefit ed less from the 

regu lations. In particular, Wintoki (2007) fou nd that the wea lth elTects around the 

passage of these new regulations are positively related to firm s ize and age. and 

negatively ,·elated to growth opportunities and the unce rtainty of the firm's operatin g 

environment. The resul ts suggest that a blanket ··one size fit s all"" gove rn ance regulation 

maybe detr imental to certain firm s, particularl y young, small. growth lirms operatin g in 

uncertain bus iness enviro nments, that are cost ly for outsiders to monitor. 

2.2. 1.2 T he Va lua tion and liquid it), Effects and its ce r tificat ion role of 

L istin g Requ irements 

Carpent ier, Suret and Cumming (2010) exp lored the va luation e fTects o f li sting 

requ irements emphasiz ing on the va luation of venture capital-backed II'0s in Canada and 

United States. They take a sample of I POs from both count ries wh ich arc matched by size 
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and sector over the per iod from 1986 2007. In their IInciings, they assumed that the 

leve l of regulation in a stock market influcnces its cost of capital and th e valucs of the 

firm s li sted on di fferent markets. 

Oxelheim and Randoy (2003) examincd the e fTect of lo reign (Anglo-Ameri can) board 

membership on co rporate perfo rmance measured in terms o f firm value . Us ing a sample 

of firm s with headq uarters in Norway or Sweden, they argued that super ior perfo rm ance 

re fl ects the fact that these compan ies have successfull y broken away from a partl y 

segmented domesti c capital market by " importing" an Ang lo-American corporate 

gove rn ance system. Such an " import" signal s a will ingness on the part of the fi rm to 

expose itse lf to improved corporate govern ance and enhances its reputation in the 

financ ial market. 

Draus (2009) tried to investigate a stock exchange can improve it s liquidity by tightcning 

it s li sting requirements. Because these reduce informati on asymm et ry. they increase th e 

utility of investors and lead to a hi gh investor participation on the exchange. Undcr­

regulation is exacerbated if other traclin g venues free ride on the regulation and if th e 

trading fee is determined by the leve l of li sti ng requirements. While in vestors are better 

off if trading is separated from listing and is a competiti ve industry, an exchange has a 

hi gher pro fit when it is a monopolist in li sting and trading. 
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1\ prolil Illaxilllizing exchange Illay sel li sting rcquirelllenis Icadin g In high inl,,,,,,,,"ion 

e ffi ciency in equ ilibriulll . However, this is strongly linked 10 Illarket conditions and firm 

characteri stics. The info rill alion content of a listing depends nOI onl y on the leve l o f 

li sting requireillents. but also on th e character istics of lirms incited to li s\. High li si:ng 

requ irements are not a guarantee for the hi ghest effi c ienc y and the lalter may be ach ie ved 

with low rcqu irements. Whcther information effi c iency is soc iall y des irab le depends on 

complian ce costs and forgone growth opport uniti es which reduce welfare (Draus. 2(09). 

2.2.1.3 Competi ti on and coopera ti o n among exc han ges and li stin g requircmcnts 

Chemmanur and Fu lghieri (2006) anal yzed finn s' choice of exchange to list equ ity and 

exchanges' cho ice of li st in g standards when insiders have pri vate inlo rmation abo ut lirm 

value, bUI outsiders can produce (no isy) info rmati on at a cos\. They added that the li sting 

standa rds chosen by exchanges affect tile ir "reputation ," s ince out siders can partiall y 

infer the rigo r of these standards frolll the post- li stin g performance of firm s. Add it iunal ly. 

they showed that whi le exchanges use th ei r listing standards as a tool in compct ing lor 

li stings wi th other exchanges, thi s will not necessa ril y lead to a "race 10 the boltom" in 

li sting standards. 

2.2.2 Disclosure Requirements and stock excha nges 

2.2.2.1 Disclosure Requirements 

Accordi ng to Adhikari and Tondkar ( 1992) the globa li zation of capita l markets has 

resu lted in a great deal of altent io n be ing focused on prob lems crea ted by acco unt ing 

di vers it y in d ifferent countri es. They examined the rela tionship between envi ronmental 
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fa ctors and th e accoullting disclosure requiremen ts of" slOck exchan ges in dirk-ren t 

countri es. 

In their stud y, Fe rguson. Lalll and Lee (2002), exailli ned the impact of illt ernati ollal 

capi tal market pressures on th e vo lu lltary disclosure of three types of inlorillati on 

(st rategic, fin ancia l, and nOll- finan cial ) in th e ann ual repo rts o f foriller wholl y s1<lte­

owned People 's Republ ic of China (PRC) enterpri ses , listed on the Stock Exchange 01" 

Hong Kong (SEHK). Consistent wi th a cost benefi t framewo rk, Fe rguson, Lalll alld Lee 

found that PRC H-Share fi rill s disclose signifi cantly more strateg ic and finan cial 

inforillation than other SEHK firm s. 

Wallace and Naser ( 1995) in thei r study by se lecti ng Hong Kong for test ing the 

multi va ri ate impact of se lected firlll character istics on co rporate an nual reports (CA Rs) 

exam ined the cross-secti onal va riation in the researcher-created indexes of the 

comprehens iveness of the Illandato ry inforillatioll conta ined in the CA Rs o f a sample of 

firill s li sted on the Stock Exchange of Hong Kong (SEHK). 'fh e ir stud y prov ides 

ev idence that the resea rcher-c reated indexes va ry pos iti ve ly wi th asset size and th e scope 

of business operations but negative ly with profits. 

Hossa in , Perera and Rahill an ( 1995) in the ir stud y of the vo lu ntary di sc losure ill th e 

annual reports of New Zea land co mpanies noted that New Zea land firill s are deve lop ing 

strateg ies to attract in vestors, for examp le, through vo luntary d isc losure o f inforillation. 

The result s showed that firm size, fo reign li sting status and le verage are signifi cant ly 
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rclall..!d 10 th e ex ten t of vo luntary di scl osu re. III cOJ1\raSI asse ts- in -place and type or 
auditor are not significan t ex planatory va ri ables. 

Cooke ( 1993) reported the result s or a survey oj' disclosurc in the annual repo rt s or 

unl isted and l isted corporati ons in Japa;l ; a countr) that man: argue has a unique 

envi ronment. The survey find s that th ere is a s ignificant dinerc nce in di sc losure by 

multiple li sted compani es in thei r CC accou nt s compared with domesti ca ll y li sted 

co rporations and unli sted eJ1lerpri ses. It is a lso found tha t the re is a signili cant difference 

in d isclosure between mult ip le li sted and domes ti cally li sted cnt iti es in the ir SI-:I" 

acco unts. However, there was no signifi cant dinerence in disc losure bctween the TSE 

(Tokyo Stock Exchange) group and the unl isted group in their CC acco unts. 

The stud y of Frost, Hayes and Gordon (2006) c., ami ncd thc associati ons betwecn 

measures o f stock exchange di sclosure and market de vc lopment at 50 o f thc mC I ~bc r 

stock exchanges o f the World Federation of Exchanges lo und that the strength or the 

disclosure system (d isc losu re rules, monitoring, and enforcement) is pos iti vely assoc iated 

with market deve lopment, afte r controlling fo r legal system. lega l protect ion or in vestors. 

marke t size, and several other potent iall y rel evant exp lanatory va riab les. 

Hudda rt , Hughes and Brunnerm eier ( 1999) uSing a rat ional expecta ti ons model 

exam ined how public d isclosure req uirements a rrect li sting dec isions by rent -seek ing 

corporate ins iders, and a ll ocat ion decisions by li quidit y trade rs seekin g La minimize 
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trading costs. T hey rOllnd that e.~c h a n ges compet ing for tradin g vo lume engage in a ·· race 

for the top" where under di sclosure requ irements increase and trading costs I~lil. 

i-luddarl, Hu ghes and Brunll ermeier ( 1999) cons idered the e ffects 01· disc losure 

requ irements on li sting decis ions and all ocat ion of liqu idi ty across exchanges. They 

found that tradin g concent rates on high di sc losure exchan ges promptin g exchanges to 

engage in a ' ra ce ror th e to p· in settin g th eir di scl osure requiremen ts to ma x im ize tradin g 

volume. They added that risk ave rsion on the part of liq uidity traders creates a 

diversification motive to all ocate demands to a low di sclosure exchange. 

2.2.3 Financial Disclosure Leve ls and Fo reign Stock Exc hange Listing 

Decisions 

According to Saudaga ran and Biddle ( 1992) finns are increas ingly li st ing thc ir shares on 

foreign stock exchan ges; however, not all exchanges have had equal appea l. Anecdotal 

ev idence suggests that when firm s are makin g fo reign li sting dec isions. thel' are 

influenced by financi al di sc losure requirements. Fina ll y, they concluded that conce rn s 

expressed by regul atory au thor iti es and exchange o ffi cials that stringent di sc losure kvel s 

could reduce access to foreign cap ita l and forei gn in vestment opportunities. Thi s shows 

that an exchange that has stringent di sclosure levels less allract fore ign fi rms to be li sted 

there. This situation affects firm s that are demanded less stringe nt di sc losure 

requiremen ts by loca l exchanges. 
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2.2.4 Listing and its type 

Gram mati kos and Papaioannou (1986) tested the market reacti on to the listing of a stock 

and the ir fi ndi ngs support the argument that li sting conveys positive informati on. Listing 

is observed to be of most value for firm s with ambiguous ea rnings performance. Us ing a 

sample of China's part ially privat ized state-owned en terprises (SO Es) that have emerged 

in the global equ ity Ill arkets. Hun g. Wong and Zhan g (2008) cxam incd the dec is ion to li st 

overseas and its consequences. They find thm overseas listing of Chinese SOEs is 

pr illla ril y deterillined by political needs, not by firm s' desi re to fund growth and expand 

foreign sa les. In addition, they find that overseas li sted SOEs ha ve Illore professional 

boa rds of directors, use greater accounting conservat ism. ex hibit hi gher in vestillent 

effic iency, and have better one-year and two-year post-l isting stock performance than 

their dOlllestica lly listed counterparts. 

Addi tional in the ir analysis of exp loring the im pact of poli ti cal relations on overseas 

listi ng effects, Hung, Wong and Zhang (2008), founded that strong po li tica l con nect ions 

weaken the overseas li sting effect on in vestmen t e rIi ciency and post- li sting stoc k 

perforillance, cons istent with the positi ve overseas li sting e ffect on in vestment e ffi ciency 

being attenuated by gove rnment innuence to satis fy state objec ti ves such as excess 

emploYlll ent. This suggests that overseas li st ing provides a mechanisill fo r constraining 

politi cian s' pursuit of pri vate benefit s and improving effi c iency for partia ll y pri va ti zed 

Chinese SOEs. However, the effecti ve ness of thi s mechanism is lilllited for SOEs with 

strong ti es to the gove rnill ent. 
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On Ihe debate Ihallhcorelical papers support Ihe hYPolhes is Ihal ove rseas lislings have a 

posit ive effect on slockholders' wealth, a few em pi rical sludics cas I doubls on Ihi s 

hypothes is Baba and Ya mori (200 I) suggested Ihat the steady growlh o r overseas listings 

is mOlivated not only b) Ihe siockhoiders' wea lth max imi za li on. bUI also by other 

reasons, such as managers' utility maximization . 

Fulghieri and Chemm anur (200 I) analyzed firms ' choice belwecn exchanges to lisl 

equity (including multip le list ings), and exchanges choice of listi ng standards for firm s 

which app ly for list ing. They found th at , firm s will li st on a foreign exchangc alone if 

most of the group of in vestors who have a comparati ve advantage in eva luating Iheir li rlll 

(low-cost investo rs) trade in the forei gn exchange and concluded Ihal Ihe grealer the 

reputation of the exchange, hi gher Ihe listing sta ndard sel by Ihal exchangc. 

The survey study conducted by Bance l and Mi tloo (200 I) on European managers on Ihe 

costs, bene fi ts, and nel benefil s of foreign li sling fou nded that increase in prcstige and 

visibil ity, and growth in shareho lders are pe rceived as the major bencfit s, and the costs 01' 

public re lations and lega l fees are c ited as the major costs by the manage rs. 

2.2.5 Internationallisting 

2.2.5.1 T he im pact of interna tiona l list ings on ri s l< 

Howe and Madura ( 1990) examined the impact of internat ional listing on common -s lock 

risk focus ing on permanent shifts in risk. The find ing of their investigation sugges ted I 

hat no sign ifi cant sh ift s in ri sk from international list ing are documented rat her the resul ts 

are robust with respect to the locat ion and yea r of li sti ng. The findin gs of I-lowe and 
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Mad ura suggested that Illarkets are alread y reasonably we ll integrat ed or li sting is all 

ineffecti ve Illechani slll fo r reduc ing segillentation. 

2.2.5.2 C hoice of foreign li sting loca tio n 

As per Yang and Lau (2006). beyo nd geograp hica l proxim ity and other obvious 

ex pl anations of why Chincse Ilrlll s prefe r li sti ng in I-long Kong Illorc than in the United 

States, they ident ified two add iti onal benefi ts of a I-long Kong list ing. The I,rst one is that 

Chinese finn s listed in Hong Kong ha ve a bett er inforillation environillent than thosc 

li sted so lely in the United States and the second one is that the I-long Ko ng- listed firill s 

are less financ ially constrai ned, which may be due to the ir ab ility to access the l iang 

Kong capita l Ill arket fo r extern al fina ncing. The results their study illustrated th at 

different stock Illarkets offer differen t bene lit s as a li stin g venue and the benefits o f 

fore ign listing Illay depend on the choice of li sting location. 

2.2.5.3 W hat Compa ni es Need to Know Abo ut In terna tiona l C ross-Listing 

On the ir art icle abo ut cOlllpanies need to kno w abou t international cross- li sting. Kin g and 

Minoo (2007) , addressed four questions about cross- li sting by non-U. S. cO lllpan ies on a 

U.S. stock exchange. They showed that cOlllpanies list in the U.S. to increase vis ibility 

and share liquidity, to broaden their shareholder base, to ga in access to cheaper financing 

and red uce the cost of cap ita l, and, in some cases, to illl pleillen t a global bu siness 

strategy. Foreign compan ies al so typica lly cross- list a fter periods of strong market 

pe rforillance and exper ience a positi ve va luation effect around the ti lll e of li sting. but 

then underperform the market in the pe riod after the cross- li st ing. 
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Second . they found tha t. 0 11 average, cross- li sted compani es c.\hihil hlghcr valuC:ltiqns 

than thei r home-market peers, but with s igni ficant var iation based on lirm characteri stics: 

The va luat ion premiums are larger for smaller companies with hi gher past sales growth . 

hi gher ROAs, and lower financial leverage. Thirdly. Kin g and Milloo (2007) discovered 

that. in the long run , th e companies that show a permanent increase in va luation are those 

that succeed in ex panding the ir U.S. shareholde r base and improving Iheir leve ls o f 

shareholder protection , 

Final ly, in th ei r effon 10 answe r the questio n of "how has Ihe Sarbanes-Ox ley ACI (SOX) 

affected the va lue of a US. list in g?" Ki ng and MillOO (2007) suggestcd Ihal SOX. whil c 

perhaps deterr ing some wo uld-be overseas li stings, has nol se riously eroded the net 

benefit s of a U.S. li sting. Addit iona ll y, Doidge el al. (2004) suggesled Ihat a U.S . li sling 

reduces the extent to which cont ro lling shareholders can engage in ex propriation and 

thereby increases the firm's ab ility to take advantage o j' growlh opportunili es. 'fhe)' added 

Iha! growth opportunily is more hi ghl y va lued fo r fi rms thai choose to cross-li sl in th e 

U.S. , particularly those from countries with poorer in vesto r righls, 

2.2.5.4 Cross-Listing: Visibility a nd Co rpora te Gove rn ance 

Licht (2003) in his article that focu sed on cross- li sting and corporalc governance noted 

that Amer ican secur ities markets still fare better in terms of the lega l rul es govern in g 

them, the legal professional s that work to enforce the regi me, and a sophi st icaled court 

system that prov ides the necessary infrastructu re for a we ll -functioning corporate 
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governance system. The 2002 ""V" of sc"nual tarn ished the reput "tion 01· the J\mcricill 

market, but has not eroded it completely Licht (2003). 

Baker, Nofsinger and Weaver (2002) showed that internati ona l lirm s li sting their shares 

on the New York Stock Exchange (NYSE) or th e Lo ndon Stock lexchange (LS I': ) 

experi ence a s ignifi cant increase in visibilit y, as proxied by ana lyst coverage and p,·int 

med ia attention (The Wall Sireel Journal ur Financial Till1es). The increase in anal yst 

follo wing is a lso associated with a decrease in the cost of eq uity capita l a lier th e listing 

event. The ir paper resu lts are stronger lor NYSE li sting li rms than fo r LSE lis ting lirms 

in that it may be pani all y compensate firms for the hi gher costs assoc iated with NYSE 

li sting (compared to LSE li sting). 

2.3 Ethiopia 

2.3.1 Histol)' of stock exchange ill Ethiopia 

Acco rding to Mohammed (20 I 0), Ethiopia's brief hi story of exchange sho lVs that there 

were share and bond dealings under th e sponsorship of the National 13ank of Ethi op ia 

(N BE) start ing in March 1965. Later. th e Add is Ababa Share Dealin g Group lVas set up 

to trade in shares and government bonds. The group started functi onin g with share 

dea lings of 15 li sted compan ies and four government bonds, and the number of listed 

compan ies reached 17 by 1966. It had it s own rules and regulation s. However, the 

deve lopment of a stock exchange was nipped in the bud because of the post- 1974 

soc iali st econom ic policy. Even, Ethiop ia doesn' t have a stock exchange under the 

current reg ime a lso. In thi s rega rd , Ethiopia is not lucky. 
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2.3.2 Company Law and Corporate Governance In Et hi opia 

Hamilton (2007) conducted a rev iew on the existing Ethiop ian commercia l law. The 

ex istin g commercial law of Ethiopia is rooted from the 1960 ' s commercia l code. He 

noted that Although Ethiopia's company law set fo rth primar il y in its Commerc ial Code 

enacted in 1960 and in the 1997 COlllmercial Reg istrati on and Busin ess Li censing 

Proclama ti on has proven basicall y adeq uate l'or conditions to date. th e Code needs to be 

updated to renect current commercia l rea liti es and the demands 01' a global economy. 

Accord ing to him , company law is crucial in market economi es; it sets the legal 

envi ronment for the creation and continuin g operation of pri vate ly owned businesses. At 

the same time, as Hamilton (2007) po inted ou t. th e curren t law contains prov isions that 

are contrary to intern ational best practices and l'acilitatc insider minorit y control and 

hinder transparency in govern ance . Such provis ion s can seriously di scourage new 

in vestm ent. 

2.3.3 Profi le of Ethiopian companies 

Concerning the profi le of Ethiopian companies . Hami lton (2007) clarifi ed that the 

overwhe lming majorit ies of Ethi opian companies are famil y or otherwise close ly owned , 

and although some are re lati ve ly substantial businesses, most are small. Accordingly. the 

overwhelming majority o f companies are Pri vate Limited Compani es. There are very few 

wide ly held companies. As per him, the bulk of Eth iop ia's largest companies are owned 

or controlled by State bodies or politi ca l parties. I-I ami lton poi nted out that sll ch 

companies account for a larger part of the economy than private ly owned companies, 
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which can add (I polillcal 10lle 10 doing business. Stalc-o \\lll..:d cOl1lpi.lIlil.::-O arc not 

organi zed under the compan y law and thus not subject 10 its rules and protecti ve 

provIsions. 

2.3.4 Corpora te governance in Ethiop iaO 

Negash (2008) stud icd the ove rall co rporate gove rnance of Ethiopia . I Ie used th e 

corporate governance thematic area of th e A frican Peer Rev iew Mcchanism (i\PRM) 

instruments to analyze the corporate governance s ituations of Ethiop ia. He concluded th at 

the overa ll standard of corporate governance is disappointing. More speci li cally, 

I. The Commerc ial Code of 1960 does not prov ide adequate leg isla tive response to 

comp lex gove rn ance issues of the day. and the new drali co rporatc 13" has nOi \ et 

been fina lized; 

II. In vestor and credito r protecti on laws are inadequate, 

III. There is no organi zed share market and va luation and pri ce di scovery are 

problemati c; 

Add itionally, Negash noted that one key institution tha t is miss in g in I' thiopia is a stock 

market. This vo id is a seriou s defic iency, and makes corporate governance re forms mo re 

difficu lt than they already are. All owing sound companies to li st in foreign stock 

exchanges shou ld a lso be considered. 
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2.3.5 Separat io n of Ow nership and Cuntro l in Et hi opian Shar'e Com panies 

As Gebremeskel (20 I 0) asserted ownership and control arc olien concurri ng attributes in 

Ihe ordinary s ituation of property ownership . [n the context o fpub[i c[v held companies. a 

phenomenon occurs whereby th e persons who own Ihe com pany arc pree[uded ["rom 

controlling il. The reason for thi s is that as the number 0[" sha reholders ri ses . conlro[ is 

de[egaled to managers, and shareholders are limited to inclleclivc con lro[ via shareholder 

gene ral meetings. Gebremeske[ (20 [0) posits that the separalion betwee n ownership 3nd 

control is growing in Eth iopia, and submitted some empiriea[ evidence in support of thi s 

claim . 

The share company is one of the (orm s o f business organiza ti ons recogni zed under the 

Ethiopian Commercial Code. [t is estab lished throu gh Ihe issuance 0[" sha res to an 

unlimited number of members as provided for by Artie[es 304-509 0 [" the Com mereia[ 

Code. Publicl y held share companies give ri se 10 a host 0 [" eomp[ex corporate governancc 

Issues. 

2.3.6 T he Evolution of Ow ncr ship and Control in Ethiopia n Sha re Companies 

The Commercial Code of Ethiopia has been faci litat ing the (ormation of sha re companies 

since its enactment in [960.However; the format ion of Share Com panies was suspended 

du ring the Mi [itary Regime and was res umed only durin g it s lina[ years when it iss u('d a 

policy of mixed economy and main ly after the co llapse of the regime in [99 [. Most of 

the compan ies fo rmed at the beg in ning were private lim ited companies. The last years 
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(i.e. , 2008 - ~o II) in Ethiopia have seen an unp recedented groll th in thc nUll1bcr of 

companies uncl eI' formation thro ugh ini tial pub li c offe r of shares (1I'Os) . 

2.3.7 Lcve l of M in ority Right P rotec tion 

Gebremeskel (20 I 0) slLidied the level o f minority ri ght protection in Lthiopia b\ looking 

at the 19605' commerc ial code o f Ethiop ia and is presented as 1()llolI s. The concept of 

minority shareholder protection is rela tive and can only be ex plai ned in relati ve terms. If 

we look at the Com merc ia l Code of Ethiopia, two of these ri ght s (unde r number 5 and 6) 

are prov ided clea rl y. Voting by proxy is provided in Articles 3n( I) and 402 but no 

vot ing by mai l is allowed. Gebremeske l (20 10) conc luded that th e co rporate climate in 

Ethiopia is chang ing wi th the emergence of newer compan ies with severa l thousand 

shareholders who have no control over the company. In such cases, control over the 

company is left in the hands of a few manage rs who in the worst case scenario ma y in 

turn be controlled by block holders. 

Gebremeskel (20 I 0) highl y emphas ized th at in order to expedite e.sit right s there is an 

urgent need to introduce stock markets . In the absence of organized stock markets the re 

can be no meaningful ri ght of exit. Moreover, there is adequate sharcholding constituency 

in Ethiop ia to support a viable stock market. It is to be noted that onl\ 6000 shareholders 

had created a re lati ve ly fu ncti ona l stock market during Emperor Haile Selass ie' s reign. 

This is almost ha lf of the number of shareholders in Buna Bank . 
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C hapter 3 Resea rch Design 

T he preced ing chapter has indicated the research des ign used and it starts wit h :hc 

presentation or resea rch obj ec ti ves. 

Research Objcctives 

The fo llowing are the general objec ti ves of the thes is; 

I II . To identify whether or not Et hi op ian co mpani es meet the li st in g requiremen ts oi' 

African stock exchanges ; 

IV. To assess th e strength s and wea kn esses o f Ethiopian compani es 111 re lat ion to stock 

exchanges li sti ng requiremen ts fo r th e establ ishmelll ofa s tock exchange; 

To achieve th e genera l objective, the followin g arc the spec ifi c objectives of thl' 

thesis; 

f. To check whether or not Ethi opian com pani es ca n be li sted ab road in other co un tr ies 

stock exchange pa rticularl y in Afri ca by mee tin g bot h th e qual itative and quantitative 

(co rporate govern ance) li stin g requireme llls: 

g. To identify th e ava il ab ility ofq ualiried co mpanies in Ethiop ia for th e esta bli shment 0 1' 

stock exchan ge; 

h. To des ign a hypotheti ca l li sting req uirements for Ethiopian co mpalll es so th at 

compan ies can prepare it se lf to meet it and to be li sted home when a stock exchange 

is establi shed in Ethi o pia ; 
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I. To in ves tigate the determinants of li stin g req uiremcnt s 01' ;I.i'rican stock exchangcs; 

and 

.J. To idelllify factors that affect Ethi opian compalli es meeting or thc li sting 

requirements of A f:' ican stock exchanges? 

3.] Quantitative resea rch approach 

In quanti tati ve studies. according to Creswell (2003) and Dawson (2002) resea rchers 

advance the relationship amo ng variab les and pose thi s in terms oJ' questions or 

hypotheses. A quantitative ap proach is one in wh ich the in vesti gatory primaril y uses 

postposit ive claims for deve loping knowledge (i.e. , cause and eff ect thinkin g, reduction 

to specific va riabl es and hypotheses and questions. use of measurement and observation. 

and the test of theories), emplo ys strategies of inquiry such as experiments and surveys, 

and co llect data on predetermined instruments that yield stati stics data (Adams eL ai, 

2007; Marczyk, DeMatteo and Festinger, 2005). Postpositiv ism re flects ad dete rministic 

phi losophy in which causes probably determine effects or outcomes and thus the 

problems studied by psotpos iti vits renect a need to examine cau ses that innuence 

outcomes, such as issues exam ined in expe ri ments (Biggam, 2008 ; 8 azeley, 2002). 

3.2 Qualitative research approach 

Qualitat ive approach, according to Creswe ll (2003) is one in whi ch the "'qulrer onen 

makes knowledge claims based pr imaril y on constructivi st perspect ives i.e. , the multipl e 

mean ings of ind ividual experiences meanings socia ll y and hi stori cally constructed, with 
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an in tent of deve lopin g e theory, Construct ivism often address the process 01' int eranion 

among ind ividuals and also focu s on the spec ific contexts in wh ich people live end work 

in order to understand the hi stor ical and cul tural settings of the pan ieipants, In thi s 

situation the researcher seeks to cstabli sh th e meaning ol'a phenomenon from the vie\\ 01' 

part ic ipants and the researcher col lects open-ended, emerging deta with the priman 

intent of developing themes from the data (l3 elk , 2006; Baze ley, 2(02), 

3,3 M ixed methods approach 

Mixed method is employed for thi s stud y, The motivation for us ing e mixed resea rch 

approach is to better understand th e research prob lem both quantitati ve ly and 

qualitative ly, Accordi ng to Creswell (2003) and Kothari (2004) mixed method resea rch is 

de fin ed as the class of research whe re the researcher mixes or comb in es quantitative and 

qua li ta ti ve research tec hniques, methods, approaches, concepts or language into a single 

study, Philosophically, mi xed resea rch makes use of the pragma ti c method and system or 

ph il osophy, Its logic of inquiry includes the use or induct ion (o r discovery of' pallern s) 

and ded uct ion (test ing of theories and hypotheses), 

Mixed methods resea rch has the followin g advantages: can provide qua nti tative and 

qualitati ve research strengths; researcher can generate and test a grounded theory; can 

answer a broader and more complete range of research questions because the resea rcher 

is not confined to a s ing le method or approach ; a researcher can use the st rengt hs or an 

additional method to overcome the weaknesses in another method by us ing both in a 

research stud, etc 
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As per Bazeley (2002) and Hesse-Biber (20 I 0). on Ihe olher hand , mixed method is not 

with()ut weakness so that it has the followin g lVeak nesses. II can be difficult for a singlc 

researcher to carry out both qua li tative and quantitative resea rch. In add ilion , researcher 

has 10 learn about multiple methods alld approaches and understand how to mix them 

appropr iately. 

3.3.1 Sequential mixed design 

The type of mixed method design that the resea rcher used for thi s study is a sequelllia l 

mixed design. Sequellli a l procedures, in IVhich the researcher seeks to elaborate on or 

expand the fin dings of one method with another method (Creswe ll , 2003). In thi s stud y 

th e researcher used a sequential procedure in which it begins with quanti tati ve method 

followed by qua litati ve method. 

3.4 Research method: quantitative aspect 

The quantitative aspect of the research method intends 10 el ic it data needed to investi ga te 

IVhet her or not Ethiopian compan ies meet the quantitative li sling requirements of African 

stock exchanges. Specifi ca ll y, the current study employed a survey design administered 

through direct se lf-adm inistered questionnaires to co ll ec t a quantitative data from 

Ethiop ian companies. The quantitative li sting requiremellls of the survey of African stock 

exchanges are downloaded from the website of each exchange. 

3.4.1 Survey: questionnaires 

To gather data relevant for the determination of whether or not Ethi op ian companies meet 

th e quantitative listin g req uirements and the data to examine the determinants of li sting 
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requ irement s. the stud ) used a survcy me th od with self~ad mini s t c red qLlestion naires. 

whi ch were adm ini stered throu gh face- to-face dist ributi on and col lection of data from 

Et hiopian companies and quantitati ve data downl oaded from th e websi tes of sa ll1ple 

stock exchanges. In thi s regard. Fowler ( 1984) noted that the strengths of surve\' mcthods 

that result in their wider use included the va lue of stati stical samplin g. consisten t 

ll1easurement , and the abil it y to ob tain in forma tion not systell1atica ll y avai labl e else\\ here 

or in the forll1 needed for anal ys is. The study uses a cross-sect ion,,1 surve) in whi ch Data 

are collected at one poi nt in time from a sample selected to represent a large r popLi lation 

(Creswe ll ,2003). 

Survey ll1 ethod has the fo ll owing advantages as sUll1marized from Kothari (2004) ; Smith 

(2003); and Rajasekar, Philominathan and Chinnathambi (2006): i) survey can be used to 

co ll ect many different kinds of inforll1ation, ii) survey is quick and low cost as compared 

to observat ion and experimental ll1ethod 

On the other hand , survey des ign has the follow ing limitations, according to Sari s and 

Ga llhofer (2007) and Walden (2002): i) respondent ' s reluctance to answer questions 

asked by unknown interviewers about th ings they cons ider private, ii) bu sy people Play 

not want to take the time. 

The researcher used se lf prepared closed ended questionnaires to co ll ec t th e data req uired 

from the sample companies. Questionnaires have advantages li ke questi onnai res follow a 

set format and most responses can be entered eas il y into a computer lor ease of anal ys is. 

greater numbers can be di stributed (Hesse-Biber, 20 I 0). Even thou gh the questionnaire 

37 



has its O\Vn adva ntages it is not without del11erit s like design problel11s, questio ns havc to 

be relatively s imple, lo w response rate, til11e delay whilst wai ting for responses to be 

returned , requi re a return deadline, several rCl11inders l11ay bc required , not possible to 

give assistance if req uired , problel11s \\ ith incol11plcte questionna ires. etc (Hesse- Biber. 

20 I 0: Saris and Ga llhofe r, 2007). 

It was adl11 inistered through face to fit cc because th e sal11ple size is sma ll and it is good 

for high response rate. In addition , it has good response rates and good to avoid rellrsal 

biases as well as contro l over who comp letes the quest ionnaires is al so good . or course it 

has a di sadvantage of low speed and hi gh cost. 

3.5 Population, sample and variab les 

3.5.1 Popu lation 

The Ethiopian compan ies that are esta blished afier 1994 by ofTering shares to the public 

and all Afri can stock exchanges are taken as a popula tion lor thi s thes is. As per the data 

obtai ned from the MoTI and NBE there are more than 25 companies that are establ ished 

si nce 1994 by offering shares to the public. As per the data from the websi tes o f ASEA 

th ere are 2 1 stock exchanges in Afri ca. 

3.5.2 Sa mple 

17 Eth iop ian compan ies and 15 A fri can stock exchanges are selected from the populat ion 

01'25 and 2 1 respecti ve ly. The used th e followin g cri teri a to se lect the sa l11pl e. 

The researcher se lects sample Ethiopian cO l11panies based on the followin g criteria; 
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i) Compan ies esta bli shed as a share company aft er 1994: 

ii) Compan ies that are estab li shed by offering their shares to th e pu blic: 

iii ) Companies that have a minimum of two years of opcrating hi stor\, a ri cr 

esta bl i shment ; 

The re sea rcher founded 17 companies that qualify the above cr iteri ons. 

In addition. th e researcher used the followi ng criterion to se lec l the sample !\ rri ea n stoc~ 

exchanges; 

i) Stock exchanges 1hat has a website in the name of th e exchange: 

ii) Stock exchange that has a listi ng requirements on thei r websites: and 

iii ) Stock exchanges that has a li sting requirement on their v.lebsite in English language. 

15 stock exchanges are selected based on the above criteri a. 

3.5.3 Sa mpling 

The resea rcher used a purpos ive samp ling method to se lect the sample Ethi opian 

compani es and to se lect sample Afri can stock exchanges. Purpos ive sampling occ urs 

when a resea rcher chooses a pa rti cul ar gro up or place to stud y becausc it is known to be 

of the type that is wan ted (Ko th ari. 2004 and I-I cssc-13ibcr. ~o I 0). I' anicularh·. the 

researcher used criter ion samp ling in which the researcher se t criteria and pick all cases 

that meet that cri ter ion. In thi s regard the resea rcher of th is thesis ide ntified the Afr ican 

stock exchanges and the Ethiopian companies that are establ ished by offering shares to 

the public . Purpos ive sampling seeks partic ipant s or sights that will bcs t hclp uncie rs,,!nd 

the research problem (Creswe ll , 2003). 
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3.6 Resea rch method: qualit ati ve as pc'" t 

Whi le the quant itative method illlends to assess whether or not Ethiopian companies meet 

the listi ng req uirements of African stock exchanges and invest igatcd the determinants oj" 

li sting req uirements of A frican stock exchanges and the listing of Ethiopian companies. 

The quan t ita ti ve aspect or this research intends to check whe ther or Ethiopian cOl11panies 

l11eet the qua li tative (co rporate govemance) listi ng requirements. The quantitati ve li st ing 

req uirements of African stock exchanges are gui ded in acco rdance with the OECD ' s 

corporate govern ance pr incip les. Eth iopian cOl11panies · co rporate govern ance princ iples 

are in acco rd ance w ith the COl11l11ercial Code o f Ethiop ia. Th us, the resea rched cOl11pa red 

the OEC D corporate govemance principles and the cOl11mereial code o f Ethiopia. The 

OEC D's co rporate governance princ iples are downloaded fro l11 the webs it e of aCeD 

(lI'lI'woecd.org). In add iti on the cOl11l11ercial code of Ethiopia is downl oaded l·rol11 the 

webs ite of MoT I. 

3.7 Data 

3.7. 1 Primary Da ta 

Primary data mean ori ginal data that have been co ll ected spec iall y for the purpose in 

mind. The resea rcher used questi onna ire to co ll ect the pri l11a ry data from the sal11ple 

Ethiopian companies . 

3. 7.2 Seco ndary Data 
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The resca rche r download ed the seco nd ary data rrom the \\cbSl te, or sampl e stock 

exc ha nges and al so down loaded th e OECD' s co rporate governance princ·ip lcs li'om th e 

we bs ite o f O ECD. In addi t ion the resea rche r downloaded th e co mm erc ial code o f 

Ethi opia fro m the we bs ite of the Mi nistry o f Trade and In dustry (MoTI ). 

3.8 Val- iab les for the Mode l 

i, Dete rminant s of ca pita l list in g rcq ui.remcl1! s of A fri ca n swci, exc han ges 

Dependent variables: Li stin g requ irement of African stock exchan ges part icu larl y 

capital 

Independe nt va riab les: GDP of countri es in wh ich the sampl e s tock exchan ge taken 

II- W hat factors affect companies' number of meet of a ll the requirements of 

sa mple stock exc ha nges? 

Dependent variables: N umbe r of stock exchan ges in w hi ch each com pany meets all of 

th e list in g req uirem ents 

Independ ent va riables: Sample companies ' Capital. securiti es pa id or not. number 0 1' 

share s iss ued , par value of shares, opera ti ng hi story, ne t assets and pro lit. 

III- What factors affect the number of companies that mee t all the 

requirements of each exchange? 

Dependent variables: N um ber o f companies met the require mellls of each exchange 

Independent variables : N umbe r of excha nges li stin g requirement s. cap it a l 

req uire me nts of exchanges, pub li c noat requirem ent , numbe r of sha reholders 

requirem ent, etc. 
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3.9 Ass um ption s 

Thi s thes is has the follow ing assumpt ions: 

i) Ass umptions regarding African stock exchanges: the African slock exchanges 

are assumed to accepl Eth iopian companies to be listed there . 

ii) Assumpti ons rega rding the model: in the mode l. il is assumed thai the data of' 

dependent and independe nt va riables are in acco rdance wi lh Ihe OLS 

regression ass umptions. These assumptions arc tested using a stati sti ca l 

softwa re and are complied wit h it. 

iii) Ass umptions regarding the public float : in th is re search Ihc publi c float of' 

Ethiopian companies are assumed floated. In other words. it is assumed that 

most compan ies ' shares are owned by the ind ividual shareho lders. 

iv) Assum ptions regarding the sample companies : in th is rega rd . it is ass umed that 

the sample compan ies are interested and will ing to list thei r shares in fo reign 

stock exchanges. 

v) Ass umptio ns rega l'ding fOl'ei gn listing: it is assumed that the legislation or the 

regulatory body about Ethiop ian compani es is will ing and vo lunteer to al low 

Ethiopian companies to be li sted abroad . 

3.10 Data ana lys is too ls a na lys is procedures 

The researcher used both quantitati ve and qualitati ve anal ys is too ls. SPSS vers ion 17 is 

used for the analys is of quantitative data. It was used to anal yze the number and 

percentage of sample companies that meet and do not meet the list ing requirement , o f' 
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each exchange descripti vel y. A lso . it wa s used to run ~l linear regression or th e variabl es 

relationship in the study and also lI sed to cal culat e th e correlation coeffici ent between the 

va ri ables. In thi s regard , a Ilva ,ailed I - i esl is used to test th e relationship betweer; th e 

va ri ables . For the analys is of qualitati ve data comparat ive ana lysis was used to compare 

the OEeD's corporate gove rnance princip les " ith th e commercia l coele of' Ethi opia share 

compani es' regu lat ion regarding governance. 
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Chapter 4 Data analysis and interpretat ion 

4.1 Desc ripti ve A n<llvsis o f quantitative li stin g requirements 

In thi s chapter, the data is analyzed after it is collected frolll the lIebsites 15 saillple 

A fri can stock exchanges and Crolll the 17 sample Ethiop ian cOlllpanies, I'he data analysis 

procedure eillpl oyed by the resea rcher is presented as fo ll ows. First. the data frOIll 15 

Afri can stock exchanges is sUlllmarized in tab les and the nUlllber and percen tages 01' 

cOlllpan ies that ' Illeet' and ' do not meet ' the listing req uirements o f each exchange are 

identifi ed. After that , the nUlll bers of companies that meet and do no t mect the 

quan titati ve listing req uirements are presented using a fi gu re followed by the detail 

anal ys is. In thi s section , the resea rcher used tables, grap hs and pe rccntages as a data 

anal ys is tool. The statistical software SPSS version 17 was also used by the resea rcher lor 

the data analys is, 
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P rofile of sa mple E thiopian companies 

The researcher took 17 sample compan ies to achieve the ob.i ectives o f th e th esis. Out or 

the tota l 17 compan ies, 10(59%) arc banks. 6(36%) are in surances. and I (5'Yu) arc rrom 

ot her seclOr. 

Profile of sa mple A fri can s tock exchanges 

15 sampl e A t-"i can stock exchanges arc taken fo r the purpose or thi s resea rch. 

4.1.1 A nalys is by s tock exc ha nges 

The fo ll owing sections conta ins th e ana lys is of wheth er or not Ethiopian companies meet 

the quantitati ve list ing requi rement s of each of the 15 sa mp le Afr ican stock exchanges 

using tables, graphs and percentages. 

4.1.1.1 Botswana/Botswana SlOck Exchange 

Table 4.1 Botswana stock exchange li sting requi reme nt s 

--- --
Mi nimum Mi nimum Minimum Minimum Minima l Financial I'rol;t Profit of 
capital eq uity Publ ic No. of Initial statement s 1-1 iSlOry last 3 
(US$) shares Floa t shareholders Price or ( 5 vcars) (yea rs) \lcars 

iss ued share (US$) 
(US$) 

- .. -- --
15 I ,555 1,000,000 20% 300 0. 15156 5 0 

~ 

(SO l/fce: Survey result of the A/neQn slock exchCll7gej) 

Figure 4.1 The number of sample Elhiopian companies thaI meel and do nOlmeel 
BolslVana slock exchange listing requirell1enls 

15 I ,555 
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As can be seen in the above fi gure, onl y 1 ( 15%) cO lll pan y Illeets the listing req uirelllcn ts 01' 

8 0ts\\"a l1a sloc k exchange. The reaso n is th at Botswan a stoc k exchange has mo re stringe nt 

req uireillent in that it has 8 list ing requirelll elll s. The cOlllpany tha! Illeets thc listi ng 

req uirement is a banki ng sec lOr company. On average. al l sample companies l11eel the l ist ing 

requirements of BOisvla n3 stock excha nge bett er. When we sec the specillc listing 

requireill ents that are Ill et by Ill OSt cOlllpani es, minillluill capita l. public !l oa!. in itial pri ce or 

the sec urit y and the Illinimulll profit for the last three yea rs requireill ents arc met by all 

saillpl e companies . 

Regarding the li sting weaknesses or Ethiopi an compan ies, minimulll equ it y shares issued ( I 

million shares) requ irement is di scovered as not Ill et by the Ethiop ian com panies. Onl y 

3(1 8%) cOlllpanies has issued equity shares of' I million and above. The rest 14 (82%) 
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compani es have equity shares issued less [han I million. The reason why the equit y shlll'c; 

issued are less than I million is because orthe price or one share at the tim e or initial public 

offer ing is $59 which to hi gh price per share compared to other countries in wh ich $ 10 is 

al so poss ible. 

4.J.1.2 BRVI\1 stock exchange 

Tab le 4.2 BRVM stock exchange li sting requ irements 

Minimum capi tal Minimum Publ ic Profi t of last 3 yea rs Prese nt_ years v! 
(US$) Float 3% paid up capita l ce rtifi ed accounts 
1,060,770 20% 30/0 5 

(SO UFce. SlII vey I esult of the ?(Ii Ican :-'lOck e).chal1ge,~) 

Figure 4.2 The number of sampl e Ethiop ian companies that meet and do not meet BRVM 
stock exchange listi ng requirements 
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In the stock exchange that serves 8 West African countri es, BRVM. 12(70%) Ethiopian 

companies can be listed because these com panies meet all the li sting requirements BRVM 
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Siock c.\change. OUI o r Ihe Iota I 12 companies that mel Ihe IlR VM , lock c.xchange listing 

requ iremcnts 5(29%) are from insurance seclOr, I (5%) is from PClroleulll seclor, and 

6(35%) are from ban king secto r. The reason for havi ng many companies meel the BRVM 

requirements is becau::.e of the less number oC va lid requiremenls (4 requ irem ent s) and all 

com panies are profitable enough. 

Rega rdin g the spec ific requirements, capilal and public Iloar requiremenl is mel by all 

sam ple companies. Thi s is because the capital requ iremenl o r I3R VM stock exchange is less 

($ 1.060,770) which is even lower than the lowest cap ital fro m the samp le companies which 

is $1 ,352,941. 

As lin as conce rn ed, 4(24%) companies railed to meet the 5 ycars certified acco unts 

requirement because the operat ing hi story of those companies is less than 5 yea rs. I (5%) or 

the sample com pan y fai led to meet the profit requirement because 01' less ope rating history 

and less profit perfo rmance in it s short operati ng hi stor) . 

4.1.1.3 Cape Verde stock exchange 

Tab le 4 .3 Cape Verde stock exchange li st ing requirements 

Minimum capital Minimum equ ity Minimum Public 10/s for the last -
(US$) shares issued Float financ ia l years 

(shares) 
1,259,630 50,000 10% 2 

-~ - ---~- --
(Source . Survey result a/ the A/nean slock exchanges) 

iOigure 4.3 The number of sample Ethiopian compa ni es that meet and do not meet Cape 
Verde stock exchange li sting requirements 
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LISTING REQUIREMENTS OF CAPE VERDE STOCK EXCHAN GE 

Out oft he tot al 17 samp le Ethiopian companies. 13(76%) compan ies meetthc li sting 

requiremellls of Ca pe Ve rde stock exc hange. The reaso n why these Illuch companics Illeet 

the requirements is beca use of til e less numbcr of requirements (4 listin g req uircment s) 01' 

the Cape Verde stock exchange. In addition. the ex isting requirements arc less strin gclll like 

it requires 2 years of fin ancial statements which allows compan ies that has shon operatin g 

hi story to meet it. 

Minimum capita l. public Iloat and linancial sta temelll s or the last 2 years req uircmcill s are 

met by all companies. Concerning the minimum equit y shares issued requircmelll (50.000 

equity shares), 4(24%) com panies failta meet it because these compan ies have equit y shares 

less than 50,000 in num be r. 

4.1.1.4 EgypC stock exchangc 

Tab le 4.4 Egypt stock exchange li sting requirements 
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----- -- .--~---- - ~-----

Min imum Minimum ! Minimum Minimuill I'u bl ishcd Prolil Sati s f~ l cto r: 

cap il al equ ity ! Publi c No . of audiled I/s hislory pro Iii , 
(US$) shares i Floal shareholders wilh IFRS (years) (US$) 

I issued 
, 

(years) I 

3,3 60.7 10 2,000,000 i 30% ISO 3 5 5% of paid- I 
I ~~I~ __ , 

(S (l//I'ce : Survey result a/lhe A/nean slOck exchanges) 

Figu re 4.4 The number of samp le Elhiopi an companies Ihat meet and do nO I meel Egvpl 

stock exchange listing req uiremcill s 

Egypt Stock exchange 

As clea rl y noted in the above fi gure. none of Ihe compani es meel Ihe li sting requiremcnls o r 

Egypt stock exchange. Thi s is because Egypt has more number o f li sting requireme nts (7) as 

compared to other Afri can count ries stock exchange (l ike cape ve rde and BRVM , Ghana. 

Nigeria and Cape Verde have 4 li stin g requirements) and has more strin genl requiremenls in 

which the minimum requirements per one requ irement is higher than olher sample slock 

exchanges minimum req ui rement. Fo r example, the capital req uiremen l of Egypl slock 

exchange is $ 3,360,7 10 which is the second hi ghest capita l requ irement next 10 South 

A fri ca stock exchange, 3,7 12, I SO. 
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Regardin g the spec ific req uiremen ts. minimum equity shares issued (2 million ) and IF RS 

reporting standard requ irements are met by none orthe companies. Thi s is because none or 

the cOlllpani es has issued 2 million and above shares and none o f the companies adopted or 

used IFRS as a reportin g standa rd ; rather GAA I' is used by all companies. Sati sl;lctory 

profit which is 5% o r paid up capital is better met by companies because most or the 

companies are profitable. As a qual ity of Eth iopian cO l11panies, all 17( I OOOA,) l11eet the 

pub lic noat requi rement of Egypt stock exchange. 

4.1.1.5 G ha na stoe!, exc hange 

Table 4 .5 Ghana stock exchange li sting req uirel11ents 

Min il11um capital Minimum Public Mini mu m No. of Pro lit hi stOl'Y 
(US$) Float shareholders drSL) ___ _ J1.e: 
655,308 25% 100 " .) 

-
(Source: Survey reslllt of/he A/neon sTOck exchanges) 

Figure 4.5The number of sample Ethiopian companies that meet and do not mcct Ghana 
stock exchange li sting req uirements 

Ghana Stock exchange 
-'--. 
~-. 

No. of Pro fit History All 
shareholders (years) rcqu irC'lllcrllS 

Public Flo" t 

Ustlng requlrementsof Ghana stock exchange 
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As presented in the above table, 11 (64 %) companies (6 bank and 5 insurance companies ) 

meets the listing requirements of Ghana stock exchange. All requirements of the Ghana 

slOck exchange are better met which is much better than Egypt stock exchange, none meet. 

The reason is that Ghana has less number of requirements which are only 4 va lid 

requirements which very much lo wer compared to Egy pt stock exchange li stin g 

requirements \vhich are 7 valid requirements. In add iti on th e minimum quantitati ve 

requi rement per a single requirement is not strin ge nt means it is lower. For exampl e the 

minimum number of shareholders req uirement is 100 which are mueh lowe r than the 

average of all sample stock exchan ges 300 shareho lders. The same is true for profit history 

req uirement which is 2 years so that companies with short operating history met it. 

Concerning the spec ific requirements, minimum public noat . and minimum cap ital 

requ irement of Ghana stock exchange is met by all companies III which the capi tal of' all 

companies is more than $ 655,3 08. 3( 17%) of the sample companies failed to meet the 

minimum number of share holders (100 shareholders) and minimum profit hi story (3 years) 

req uirements each. The reason is that 3( 17%) of the sample companies has less than 100 

sha reholders and has less than 3 years of pro li t history. 

4.1.1.6 Kenya stock exchange 

Table 4.6 Kenya stock exchange listing req uirements 

Min imum Secur ities Minimum Min imum Min imum Pos it ive 
cap ita l full y pa id up Public Float No. of Net assets profits last 3 
(US$) shareholders (US$) of 5 years 

l 
--

587,509 Yes 25% 1000 1, 175.020 3 
~-- - --

(.Solfrce . Sl/I vey I es u/f of the A/Jlcan slack exchanges) 
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Regardin g Kenya' s stock exchange 4(23%) of the samp le companies met the listing 

rcquircments. All compan ies that met the li sting requircment s o r Kenya's slOe k e,\ ehange 

are from bank scetor. Other sectors, insurance and petroleum. are !ililcd to mect the 

requirements. 'fhe main listing deficiency of th ese compani es. as can be secn above. is that 

all insuran ce and petrol eum compan ies are f~liled lO mee t th e minimum nUlllber or 

shareho lders req uirement whi ch is 1000 shareholders. Three banking companies arc ,IIso 

fai led to meet the min im um shareholders req uirement. 

When we look at how much percentage of the sam ple companies meet the specilic 

requirements, the minimum capita l requirement and pub lic float rcquirem ent arc Illet bv all 

sample companies. But the IlllnllllUm nUlllber of sha reholders requircmcnt is Illet b\ only 

8(47%) co mpanics In which all arc from banking sectOl'. The majmity or thc sample 

companies 9(53%) have shareholde rs that are less than 1000, the minimum numbers or 
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shareholders rcquircmelll 01' ",:I,\;, stock "",change . Thc other listin g delici enc, of the 

sample companies is that 6(35%) or the companies securiti es are not rull y paid up " , tha t 

these companies are fail ed to mee t the securiti es must be full y paid up requi rement. 

4.1.1. 7 Malawi stock exc hange 

Table 4 .7 Ma la wi stock exchange li sti ng req uirements 

- - ~ -l Minimum Minimum Minimum Min im um Min imum 
cap ital Equ it y Pub lic IOloat No. 01' initial iss li e I'ro tit 
(US$) shares issued shareho lders price (US$) h iSl(l rv 

(yea rs) 
1,624,970 30,000,000 25% 300 0.00650 3 

(SOUfee: Survey r eslI lt of the A/ n ean slOe/.:. exchClnge~) 

Figure 4.7 The number of sampl e Ethiop ian companies that meet and do not meet Malawi 
stock exchange li sting requirement s 

Unfortunatel y, none of the sample companies meet the li sting req uirements or Malawi' s 

stock exchange. On average, the Ma lawi ' s stock exchange requirements are met by a ll 
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sample compani es in which the hi ghest is 17( I 00%) and the 1011 cst is 13(76'%), The reason 

wh y none of the samp le companies fa il ed to meet the Ma lawi's stock exchange li sting 

requirement s is that all companies issued shares are less than 30 million in number. This is a 

s ingle requi rement none of the sample compani es met. 

Thus. the minimum number of eq uit y shares issued requirement or Malmvi stock exchange 

is th e major li stin g deficiency of sample companies, The other li sting de li ciency of the 

sample companies is that most of the sample companies. 11(65%). are filil eel to meet the 

minimum number of shareholders req uirement whi ch is 300. This means that 6(24%) o f the 

sample com panies have shareholders less than 300, In addition 2( 12%) of the companies 

have a profit hi sto ry of less than 3 years so that failed to mee t the minimum profit history 

req u i rement. 

Regardi ng initia l security pri ce requirement . a ll companies met that because the price per 

share of all companies is more than $ 59 whi ch is much hi gher than the minimulll 

requirement of Malawi stock exchange, $ 0.0065. Finally. the minimum public noat 

requirement of Malawi stock exchange is met by a ll 17( 100%) sample companies. 

4.1.1.8 Na mibia stock exchange 

Tab le 4.8 Namibia stock exchange li sting requirement s 

Minimum capital Minimum Equity Profit History Unqua lified audito l 
(US$) shares issued (years) report last (years) 
146,3 17 1,000,000 0 , 

j j 

(50 urce: Survey result of the A/neon slock exchanges) 

Fi gure 4.8 The number of sample Ethiop ian compan ies that meet and do not meet 
Na mibia stock exchange li sting requirements 
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As presented in th e above figure , onl y 1(5%) company meets all the li stin g req uirements of 

Nam ibia stock exchange. Thi s compan y if from the banking sector company. Namibia stock 

exchange has only 4 requ irements but onl y one company meets these requircment s. Eve n 

though Nam ibia stock exchange has onl y 4 listin g requirements. these requ ircments arc 

more stringent. In ot her wo rds. some 01" the requ irements particularly the minimum numbcr 

of equity shares issued requirement is more stringent than other requ ircmclll s. 1311t Oil 

average, each of the com panies meets the 74% of the requirements 0 1' Namibia stock 

exchange. 

Min imum capi tal, public float and unqualified auditor' s report fo r the last 3 years 

req uirements are met by all of the sample compan ies. All companies have a cap ital 01" Ill ore 

th an $ 52,245 and unqu al ifi ed auditor's report for the last three yea rs and more. 
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Most of th e sample companies 14(83%) fir il ed to meTt the minimum number of equit y 

shares issued req uirement because these compan ies ha ve less than I million equ ity shares. 

Thi s is the majo r li sting de fi ciency 01' Ethiopian companies f'or meeti ng the Nam ibia stock 

exchange. In add ition, 20% of the companies fai led to meet ·the profit hi sto ry (3 years) 

requirement. This is because these compa nies have a profit hi story or less than 3 yea rs. 

4. 1.J.9 N igeria stock exchange 

Tab le 4.9 N igeri a stock exchange li sting requ irements 

Securiti es full y pa id Min im um Pu blic Minimum No. of Pu bli shed audited 
I up Float shareholders F/s with I FRS , 
I 
I ()lea rs) 

Yes 25% 300 5 J - ._--------
(SOl/fce: Survey result oj/he A/n ean slOck exchanges) 

Figure 4.9 The number of sampl e Eth iop ian companies that meet and do not meet Nige ria 
stock exchange li sting req uirements 
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As GlI1 be observed in the above figu re. nOlle of the sample L'oll1pan i ~:-, meet the listi ng 

rl 'C]! lircl11c nt s or Nige ria stock exc hange. LiKe in olh(:r siock c.\ch,lI1ges the reportin g. 

standard lis ting requ irement is the majo r obstnclc for 1:ll1iol11 <111 cOlllp;lnit:=s 10 1lleLt thl' 

Nigeria s e.\change quantitati ve li sting requi rc lllclll. 

Even thou gh N iger ia has onl y four li st ing req ui rement s \\hieb arc Illllch lo\\'e r than \~th c r 

stock c.\changes for eXH lllple Bot swana stock exchan ge eigh t and Lg: pI clnc.! Tan zan ia stock 

exchanges seven. none o f " the sampl e com pani es meet these requirclllent s. The l11<1in reason 

fo r thi s is that N ige ria stock exchange has morc stringellt li stin g req uiremcilt s like th c 

securiti cs must be full y pa id up requirement and IFR S reponin g siandard. None 01· the 

sampl e compan ies adopted IlcRS as Iheir reponing standard. 
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The minimum public noat req ui rement o r Nigeria stoc k e.\ change is met loyall. 17( I OO'X,) or 

the sample companies. The next requirement that is met bette r by the samp le companies is 

the minimum number of shareholders requirement (300 share holders). 13(76%) of th t 

companies meet thi s req ui rement mcans that th cse companies has shareholders or 300 and 

mo re. The ol.her requi reme nt that is met bett er next to the number o r shareholder, 

requ irement is the secu rities mUSt be full y paid up requirement. It is met by 11(64%) or the 

sample compani es. Thi s mean tha t II (64 %) or th e sample companies securities are rulh 

paid up. 

The majo r li sting defi ciency of the samp le companies to meet the Nige ri a stock exchange is 

the reporting standard req ui rement which is IFRS. 0(0%) of the sample companies meet thi s 

requ irement. The other li sting deficiencies but not th e major ones are the securiti es must be 

rully pa id up and the minimum number of shareholders requirements in which 6(36%) and 

4(24%) of the sample companies failed to mee t them respecti ve ly. 

4.J.J.IOSollth Africa stock 

Table 4.10 South Africa stock exchange li st ing requirements 

Minimum Minimum Minimum No. Profit of last 3 Reporting 
capital (US$) Public Float of shareholders years (US$) Standards - _.-
3,7 12, 150 20% 300 1,200,740 tFRS, GAAI' (t:K. 

us & Canadian ) 
(Source: Survey result a/ the Afn can siock exchangej) 

Fi gure 4. 10 The number of samp le Ethiopi an compani es that meet and do not meet South 
Afri ca stock exchange li sting req uirements 
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None o f the sample compani es meets all the quantitati ve listing req uiremen ts of SOUlh 

Afri ca stock exchange, This shows that even though South Afri ca stock exchange has only 

fi ve va lid req uirements these requirements are more stringe nt 1'0 1' Ethiop ian com pani es to 

meet them. What makes none of the companies meet all the requ irements is the reporting 

standard requ irement (IFRS or GAA P (US, UK, Canad ian )). All of the samp le companies 

reporting standard is neither IFRS nor GAAP (US, UK. Canadian ). 

Out o f the five quantitati ve listing requirement s, the minimum public 11 0m requirement is 

met by a ll 17( I 00%) of t he companies and the minimum number of shareholders 

requirement is better met by Ethi opian companies, 13(76%). Thi s requirement is met by 

13(76%) of the sample companies , In other wo rds, 13(76%) of the samp le compan ies has 

300 and greater share holders. The next requ irement that is met better by Lthiopian 

compan ies is the last th ree years profit requirement ($ 1,200.740). 11 (64%) of the samp le 

compan ies meet thi s req uirement means that these companies has a profit of $ 1,200,740) 
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and more for the last three years. I'he last requirement which is met hetter b) the sample 

Ethiopian compan ies is the min imum capital req uirement ($ 3,7 12, 150). This requ iremc nt is 

met by 10(58%) of the sample companies and thi s means that 10(58%) or th e samplc 

compani es have a capi tal 01'$ 3,712, 150 and more. 

The bas ic li sting deficiency th at hinders Ethiopian compani es I'rom mccting thc li stin g 

req uirements of South Afri ca stock exchange, as said above, is thc reponing standard 

requirement. Al l of the samp le companies fai led to meet the reponing standard requ irement 

of South Afri ca stock exchange. The other defi ciencies are cap ital requiremen t. profi t of th e 

last three yea rs and number of shareholders requirements in whi ch 7(42%). 4(36%). and 

4(24%) of the sa mpl e companies fa iled to meet them respec ti ve ly. 

4.1.1.11 Ta nzan ia stock exchange 

Tab le 4.1 1 Tanzania stock exchange listing requ irements 

0 Minimum Mi nimum Mini mum Repon ing Minimum Net Prolitab ilit) 
I capital Publi c No. of Operating Tangible standard s hi story or and cwdilCd (US$) float shareholders hi story Assets 

F/Ss or last 5 ! 
(years) (US$) years 

327,090 25% 1000 3 327,090 IFRS 3 1 (SOIll ceo S/II \ley I eSII/f of the AJi ICCII1510ck exchangej) 

Figure 4. 11 The number of sample Ethiopian companies that meet and do not meet 

Tan zan ia stock exchange li st ing requ i rements 
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On average. each o f the sample compani es mee t beller thc li sting requirements of' Tanzania 

stock exchange as presented in the above figure, But none of' the companies meet all the 

requi rements. Thi s is becau se Tanzan ia stock l'xc h(l ll g~ h~ l s si:-. va lid li sting requirements 

and t\\O o f th ese requirement s, minimum num ber of shareholders and IFR S reportin g 

standard requirements. are morc strin gent len I: thiopi an cOll1panies so thill lail ed to ll1 ee t 

them, 

OUI o f seven quantitative li sting requirement s, lour of the requirement s are met 100% by all 

companies, T hese requirements are minimull1 cap ital ($ 327.090), operating hi story of three 

years, publi c noat and net tangible assets ($ 327,090), In olher word s, all o f the cOll1pan ies 

have met the minimum req uirements for th ese lour li sti ng requi rements, 
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The repon in g stanuard requi rement s o j' Tanzania stock ex change i~ mel h.' nOllL' or (he 

companies becau se none of the sample companies adopted IFRS as a reportin g standard. 

Thi s is the major defi c icncy of Ethiopian companies to meet th e reportin g standard 

requirements of fo reign stoci; exchange in general and T anzania stock exchange in 

parti cular. T he ot her requi rement that is diffi cult for Ethiopian compani es to meet is the 

m 1l11111Um number of shareho lders ( 1000 shareho lders) requirel11en t. 9(53 '1.,) 01· the 

cOl11panies fai led to meet th is req uirel11 ent l11 ean s that these compani es has shareholders iess 

than 1000. Th is situat ion is occu rred in all o f the sample insurance companies in that nonc 

of the insurance compani es has 1000 and more share holders. 

4.1.1.12 Tu n isia stoc k exeha nge 

Table 4. 12 Tunisia stock exchange li st ing requirements 

M inimum capi ta l M inil11 um Pu bl ic M in il11um No. o f Pu blished the Ccrt dIed 

(U S$) Float shareholders FISs fo r years 

I 
~ - - -< 

2,159,810 10% 200 ~ 

- - --
(SO /ll ceo Sill vey I eS II/t ~r the Afi I ( (11 1 JIO( k e:~.challge.\) 

Figure 4. 12 The number of sam ple Ethi opian companies that meet and do not mee t 

Tun isia stock exchange li sting requirements 
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Because T unisia stolk exchange has 01'11\ [()m \;lIid and less st rin gen t rcquircllh.:n h. 

I :>(70%) or the companies meet the requirelllenl ,. cach oj' th e cOlll pa", hetter meet , Ih,' 

listing req uiremen ts or Uganda stock exchange . From the 12 companies that mel the listing 

requireillen ts. 9 (75%) or thelll arc banks and Ihe rest 3(25%) arc insurance cOlllpanies. 

Meeting the requirements is beller by bank:-- than insurances because some insuran c!...' 

compan ies (~l iled [0 meet the minimulll capit;d ;lIld sharL'lloldcr:-, n ... 'ljuirl'lllcn l. I hL' ;-- L' 

cOlllpanies have a capilal ol'less than 1) 2.159 .X 10 and shareholders oj' less than 100. 

The ce rti fi ed 11nanc ial state ill ent s lo r tlVO veal'S requ ireillent is met b\ 17( I 00%) or Ihe 

compani es . Because all or lhe companies have operHiing hisLOry of III ore than 2 yea rs and in 

these years all companies prepared aud ited linanci ,d statements. 111 additi on. the minillllllll 

public noat quantitati ve li sting requiremen t (10%) is met by all 17 companies. 

I-lav in g sh"reholders or less than 300 by 4(24%) or the cO lll panies can be taken as the major 

li sting defic iency or th e companies in Tuni sia stock exchange. Addi ti onall v. 3( 18%) o j' the 
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sample comp'lIlies Ic,ilcd to meet th e minimum capital requirement IIhich is ~ 1. 1 59 .H 10. 

Thi s means that these compan ies have a cap ital or less than :b 2, 159,810. These t\Vo 

requirements can be taken as the listing deficiencies of Eth iop ian compani es for meeting the 

Tuni sia stock exchange. 

4.1.1.13 Uga nd a stock excha nge 

Table 4. 13 Uga nda stock exchange li stin req u i rem en ts 
Mi nimulll Securities Minimum Minimulll Net assets Publi shed 
capital full y paid up Publi c Float No. of (US$) audited F/s wi 

(US$) shareholders I FRS (yea rs) ~ 
----- - ------

414,535 Yes 20% 1000 829.900 5 
.--1 

.-- . -- - --
(Source: 5/11"l'ey result of the African Slock exchanges) 

Figure 4 .1 3 The number of samp le Ethiopian companies th at meet and do no t meet 
Uganda stock exchange li sting requ irements 
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As presented in the above figure , Uganda stock exchange li sting req uirements are met by 

none of the Ethiopian sample share companies because none of the sample companies 

ado pted IFRS reporting standard. But on ave rage, each orthe compani es meets 62% orthe 

requirements. Gut of th e 17 sample companies on average banks met better than the 
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insu rances companies because insurance: companies meets less on average than banks is thal 

all (6) in surance companies fai led 10 meet Ihe minim um number of shareholders 

req uirement. The min imum number 01' shareholders requ irement of Uganda sloek exchange 

is 1000 shareholders. Thu s. all insurance companies have less than 1000 shareho lder each. 

Mi nimum capita l, publ ic noat and nel assets req uirements of Uga nda stock exchange is mel 

by all the sample companies in which all or the compan ies has a capi ta l of more than $ 

414 ,535 and a net asset of more than $ 829.900. 

Rega rdin g the li sting defic iency of compan ies fa r Uganda stock exchange, all com panies 

failed to meet the reportin g standard requi remen t in which none or the companies usc IFRS 

for reporti ng purpose. In add iti on. 9(530/0) of the companies unable to meet th e minimum 

number of shareholders requirement ( 1000 shareho lders) means that these compan ies ha ve 

less than 1000 share holders. 

4.LLl4Zambia stocl{ exchange 

Table 4.14 Zambi a stock exchange li sling requ irements 

Minimum Minimum eq uity Minimum Minim um No. Profit hi story 
capita l (US$) shares issued Publi c Fl oat of shareholders (yea rs) 

--- -,-----
52,245 1,000,000 25% 300 " ~ 

----'----- --
(Source: Survey result q{ the /!(ncCln Siock exchallges) 

Figure 4.14 The number of sampl e Ethiopian compan ies that meet and do not meet 
Zambia stock exchange listing requi rements 
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As presented in the above fi gure, I (5%) company from banking sector meets the Nam ibia 

stock exchange minimum quant itati ve li sting req uirements. The rest of the companies 

16(94%) failed to meet al l the req uirements. 

The majo r listing deficiency of the compan ies here, li ke in othe r stock exchanges, is the less 

nu mber of equ ity shares issued which is less than I milli on. 14(83%) of the sample 

companies do th is. The other list ing defic iency but not the major one is th at 4(24%) of the 

compani es have less than 300 shareho lders. 

The minimum capi tal requirement, public noa t requiremen t and the profi t hi sto ry 

requirement are met by most of the companies 17( I 00%), 17( I 00%) and 88% respecti ve ly. 

100% or a ll of the companies have a capital of more th an $ 52,245, a publi c noat of more 

than 25% and 88% of the companies have a profit history 01'3 years and abo ve. 
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4. 1.1. J 5 Zi m ba bw(' sloe I< cxc h" ngc 

Table 4. 15 Zimbabwe stock exchange listing req uirements 

Min imum Minimu lll Minim um Minimum No. Auditors report I 
capital (US$) equity shares Publ ic Floal of shareholders fo r last 

issued yeil rs 

----- -
1.328 1,000.000 30%, 300 5 

-- ---- ---------
(Source : Survey result a/rhe .-J./l"l con srock exdwnges) 

Fi gure 4.15 The num ber of sampl e Ethi op ian companies that meet and do not mee t 

Zimbabwe stock exchange li sting requ irements 
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Out of the total 17 sample companies, 2( 11%) of them meet the li sti ng requi rements of 

Zimbabwe stock exchange. 15(88%) of the compan ies fai led to meet all the requirements 

because of the low number of equ it y shares that compan ies issued in which 14(82%) oflhc 

companies has lower than I million equity shares . 

The minimum cap ita l and publi c fl oat requiremenls of Zimbabwe stock exchange is mel by 

all companies and auditor's report for the lasl 5 years requirement is met by 14(82%) orthe 
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compa ni es. 100% of Ihe sample compa ni es have a capital or gre3ler Ihan $ 1,328 and 

14(82%) of Ihe compani es have operating hi slory of 5 yea rs and above. 

As presenled in Ihe above lab Ie Ihe basic li sling deficiency of Ihe companies Ihal lai led 10 

meel Ihe requi remenls of Zimbabwe slock exchange is Ihe less number of' equi ly shares 

issued by the sample compan ies. Only 3( 17) of Ihe compa ni es ha ve eq ui lY shares o f i 

million and above. The other li sting deficiency o f the compan ies here lor Z imbabwe stock 

exchange is the minimum number of sha rc holders in wh ich 4(24%) o f the compan ies has 

less than 300 shareholders. 

4.2 The Model 

4.2.1 Determinants of listing requirements 

To find the determi nant facto rs o f the li sting requ irement s, the researcher deve loped Ihe 

fo ll owing linear mode l. Part icularly. the model be low is des igned to li nd the determinant 

factor of capita l req uiremelll of A frican stock exchanges. The mi nim um capital 

requiremelll of sample exchanges is regressed fOt' Ihe GDP of exchanges' cOLl ntry. Then. 

the corre lat ion coefficient of the two va riab les and the coeffic ient of P as we ll as the 

signifi cance leve l and the nalUre o f the relat ionshi p are analyzed. The model looks like as 

follows; 

y = a + px + c 

Where; 

Y = the dependent variab le (M in imum capi tal requi rements o f Afri can stock exchanges) 

a = the constant term of the model 
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/3 = the coeffi cient of the independent va riable x 

x = the independent variab le (GOP of sampl e exchanges' country) 

E = t he error term 

4.2. 1.1 Correlation between the variab les 

Us in g SPSS so ftware, the fo ll owing leve l of correlation is fou nd be tween the minil11ul11 

capital requireme nts of Afri can exchanges and GDP of the countries· of· samp le 

exchanges. The nature of the rel at ionsh ip between the va ri ables is also identified. 

Figu re 4.16 Corre latio n coeffic ients of GOP and Capital 

Corre lations 

Capital GOP of 
requiremen ts sample 

of sample exchanges' 
exchanqes coun try 

Capital requirements Pearson Correlation 1 881" 
of sample exchanges Sig (2-tailed) .000 

N 14 14 

GOP of sample Pearson Correlation .881" 1 
exchanges' country Sig. (2-tailed) 000 

N 14 15 

.'. Correla tion is significant at the 0.0 1 level (2-tailed) , 

As can be seen in the above fi gure, the co rrelation coeffi c ient between the two va ri ables 

is r = 0.88 which very close to one. Th is is a good indi cation that the re is a clea r pos it ive 

relat ionship between the capita l req uirement and GDP. A co rrelati on coeffic ient above 

0.3 ind icates there is a positi ve relationship between the variabl es. Thu s, in thi s case the 

nature of the rel ati onship between the va ri ab les a pos iti ve re lat ionship . The next bi g 
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question here is the magnitude of re lationship bctwcen the two va ri ab les. In other words. 

by ho w much the dependent variable changes for a unit change in the independent 

va riable . To answer thi s, a regression analysi s is conducted to find the (J coeffic ient. 

The follo wing result is founded; 

4.2.1.2 Model summ ary 

ICigure 4.17 Coefficient summari es of the GDP and Capi ta l 

Coeffic ient s:;' 

Unstandardized Standardized 
Coefficients Coeffrc ients 

Model B Sid. Error 8ela I Sig . 

1 (Conslanl) 426896.7 '190596.4 2.2 40 .045 

GOP of sample 
1.57E-005 .000 881 6.466 .000 

exchanges' counll)' 

a. Dependent Variable: Capital requireme nts of sa mple exchanges 

Regarding the coe fficients, a has a coe ffi cient of 426896.7 which indicates that without 

the dependent variab les effect , the capital requirement of an exchange will become this 

much. When we see the significance of the constant , it is significant at 5% signifi cance 

level. Wh ich means the constan t is used as the value of the dependent var iable in the 

absence of the effect of the independent variab les. 

In addition, the coeffi c ient of the independent va ri able , its effect level on the dependent 

va ri able is I. S7E-OOS. This shows the relat ionsh ip between the variables is almost below 

one or fractions . Th is means a unit chan ge in the GD P or a coun try results in a Ii-action 

change in the capita l requirement of the stock exchanges of a particul ar country. The 
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significance leve l or lhc independent var iable, as can bc secn in Ihe ahove li gu re indica tes 

that it is signifi cance at 5% significance level , even it is signili cancc at I 'X) signifi cance 

level. This because the ca lculated signifi cance level indi ca tes 0.000 whic h is almost 

app roaches 10 zero. 

Figu rc 4.18 Model summar ies of the GOP and Capital 

Model Summary b 

Adjusted SICI Er ror of Durbin-
Model R R Square R Square the E stil11ate W atson 
1 .881 ' .777 .758 594263 .052 2.245 

a. Predictors: (Constant). GOP of sample exchanges· country 

Il . Dependent Vari able : Capital requirements of sample exchanges 

Concernin g the extent of explanation power of Ihe indepe nde nt variable on the dependcnt 

va riable. as can be o bserved in the above figure the adj usted /1 2 is eq ual to 75 .8%. This is 

expl ained as the GOP of countri es ex plains th e characteri stics 01" capit al requirement 

75.8%. The rest of the characteristics of the dependent var iable are exp laincd by othcr 

factors that are not modeled here in th is mode l. The hi gher adju sted R' the better 

re latio nship between the two variables. In the above fi gure, the Ourbin- Watson test static 

result of 2.5245 indicates that the data of both the dependent and independe nt variables 

have a normal di stribution having a mean oro and a standard dev iati on o f I. 

Rega rding the data tests for OLS regress ion assumptions, the above res idual statics shows 

th at the assumption that says, ' the sum o f the res idual s must be zero· is properl y met in 
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that the mean of both of the variables residua l is zc ro. The other ass umption that is tested 

here is the normality assumption. For this assumption test the mean and standard 

deviat ion test is conducted and result ed in 0 and I rcspect ively. This is in line with the 

OLS assumption. 

4.2.2 Determinants of Ethiopian companies number listing of listing on sample 

exchanges 

To ident ify the determinants o f Et hi opian compan ies listi ng on sample AI"rican stock 

exchanges, the researcher modeled the follow ing lincar simple model. For thi s purpose, 

the number of Ethiopian companies that meet all the requirements of each exchange is 

taken as a dependent variab le and the number of quantitative listing requirements of each 

exchange is taken as an independent var iable. Then. the resea rcher tried to identify the 

correlat ion coeffici ent 1', the ~ coeffi cient , the signifi cance level, the nature of relationsh ip 

and the magnitude of independent va ri able explanati on. The des igned model looks like; 

y = a + px + [; 

Where; 

y = the dependent var iable (n umber of Ethiopi an companies that meets each of the 

exchange li sting requirements) 

a = the constant term of the model 

p = the coefficient of the independent vari able x 

x = the independent vari able (Number li sti ng requi remenlS of samp le stock exchanges) 

[; = the error term 
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4.2.2.1 Correlation between the var iables 

As can be seen in following fi gure, there is all inverse relationship between the two 

va riables (r = --0.584). The nature of correlation indicates that there is a negative 

relati onship Figure 4.20 Correlation coefficient of number of li sting requirements and 

li stings 
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between the number of companies li sted and the number listing requirements . A 

correlation coeffic ient between -0.3 and -I indicates a negati ve re lationship between th e 

var iables. 

4.2.2.2 Model summary 

The following result summarizes the model are presented in the following ligures. The 

fi rst figure presents the model summary, the second table presents the coeffi cients and the 

third figure presents the tests conducted towards the OLS reg ression assumptions. 

Fi gure 4.2 1 Coeffic ients of the regression of number of list i ng requ i relllcnts and I ist i ngs 
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First o r all. ir we look at the signi fi cance level or both the constant and the independent 

va ri able , both are s ignifi cant at 5% significance leve l. Their ca lculated significance level 

or p va lue equals 0.006 for the constant and 0.022 for the independent va riabl e. This 

portrays that both of them can be modeled to invest igate the relation ship between th e 

dependent and independent variabl e. The coefficients of both of the var iables can be 

in terpreted as follows. 

The coefficient of the constant a = 15.882 indicates that in the absence or thc errec t or the 

independent variab le on the dependent var iable. on average, the number of' cOJl1paniL' ~ 

that are likely to meet all the listing req uirements or a speci fic stock exchanges are 15 in 

number. Whereas, in the ex istence of the independent va ri abl e (number or li sting 

requirements), when the number of li sting requirements increases by one, the number or 

compani es that likel y to meet the requirements is dec reased by 2. In other lVo rds. II hen 

an exchange decreases its requirements by one the number of companies that meet the 

requirements increases by two. 

Figure 4.22 Summary of the reg ression of num ber of li st ing req uirem ents and li stings 
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Modt l Summary 

Model R R Square 
1 .584'" .3-4 1 

requlPjrnen[s 

b D€lpE-n(I ~Jnl Varr<~b1t; Nurnl,er 0f cornr<lnle~· h k(l ~)E-r 
",adl €lX( han,]"" 

f',tljllStwl S[(i Er!Or Of 
r.' Sqll3re ill': E S!Hnale 

. 281 44 13 

Th e percentage of the characteri st ics of the dependent variabl e that is explained by the 

independent variab le (Adj usted R2 = 29.1 %) indicates that the independen t va riable is 

belle I' explai ned by th e independent variab le. Thi s is presented in the above model 

summary figure. 

The normality leve l of the data is good. It indicates that the mean is aroun d 0 and the 

standard deviation is around I. An OLS regress ion assu mption req uires the mean to be 0 

and the standard deviation to be I. Fo rtunately, the nature of the data of this model 

becomes in acco rdance wi th the OLS assumption s. 

4.2.3 Determinants of the numbers of exchanges that are met by eac h company 

To identify th e determinant factors of the number of sampl e stock exchanges in which 

their req uirements are met by each company, the lollowing multi va riate model is 

developed. The number of sample stock exchanges in whi ch their requirem ent s are met 

by each company is taken as a dependent var iable and the sample compani es ' cap ital ; 

securities full y paid up or not ; number of equity shares issued; number of shareholders; 

price of securities; operat ing hi story; net assets; profit; and reporting standard are 

modeled. In some cases, the n{[tura//ogarithm (/n) of the independen t va ri ables va lue is 
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taken. Th is is clone pu rposely to make the out li er data no rmal in c;! se where th e ra w 

va lues are in mult i mil lions Model is loo kecllike as fallows : 

Y=a +P lIl/(xl ) + fI2x2+p3/I/ (x3) +f14x4 + PSxS +P6xg + fI7/I/ (x7)+118/I/(x8) +119x9 +[: 

Whe,"e ; 

Y - N umber ore~ch ange s th at each company meet al l the requirement s (Dependent 

variabl e) 

a - the constant 0(" th e model 

In = natural logarithm of the independent vari abl es value 

P - T he coeffici ent of each variable (x 1------x9) 

xl - In of capital o f sample companies 

x2 - securiti es full y paid up or not (Dummy; I = full y paid up & 0= not fu ll y paid up) 

x3 - In of number of shares issued by the companies 

x4 - the number of shareholders of each compan y 

x5 - price of securities of th e companies 

x6 - o peratin g hi s to ry of the companies (in years) 

x7 - In of net assets of the companies 

x8 - In of profit of the companies or the last three yea rs 

x9 - reporting s tandards of the companies (Dummy; I=GAA P & O= IFR S) 

£ = the error term 

After the model is identified , the corre lation between th e independent vari ab le and 

dependent vari ables is determined and presented as fo llows. 

4.2.3.1 Co n "clation betwecn the va riables 
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Based on the output of the stati stica l package. S I) SS the following co rrelati on coeffic ient 

are d iscovered belween the dependent " <lriablc (numbers of sampl c s tock exchangcs in 

which their requirements are met by each company) and the nine independent vari ables . 

Table 4. 16 Correlation between dependent and independent va riabl es 

---,--------- --- - --
( 'oITl'I:l liOIl ( 1'= ':) IJe{J('litit'1I1 \' {/ riilJ~I.!.-' 

I:tJ l'rfic i t' tll hetwC'ell Num ber or :';<l III pk .... i ()c k c.\L"h'lll.::'l." :-- ill 

Inile{Jl!IIr/ell f I'flriuh/es 

III of ca pital of sa mple 

cO lllpa nies 

.... ec urities fllll~ ' paid lip 

~ I r nul 

in of Humber of shares 

iss ued 

Ilumber uf 

s h;t l'L'hold l'rs 

which th eir requirclllt.'llh ,lfL' met b\ 

each company 

r ~ 0.IS2 

r = ()lJ i~ 

p,-icc of sccll"itics (par) r ~ -0. 308 

'ljH.' I":llin g hi sln r~ r = 0.4-10 

C\{.'<Irs) 

In of net assets 

III of profit of t he 

co mp all ies 

n..'porti ng standanls NA 

. Bul a negative relationship isfoUl7d between the Humber of companies Iha! meet per exchange 
and exchanges shareholders requiremen/ (r ~ -0.314) 
As can be seen in the above table, there is a pos ili ve rel ati onship bel ween the numbers of 

sample stock exchanges in which their requirements are mel by each company 

(dependent vari ab le) and the independent variabl es; securiti es fully paid up or not. In 01' 

number of shares issued , operating hi story (years) , In of nel asset s, and In of profit of the 

companies. On the other hand , negative relationship is found between the dependent 
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va riable and the independent va riable. price of sec liriti L's (p"r ), j' lIrthcrmDrc. nl> 

re lati onship is found between the dependent va ri able and the indepL'ndcn t var iables: 

number of shareholders and In of capital of sample companies. 

Based on the correla!ion coefficient analysis. the two variabl es: number 01' sha reholders 

~n d In of capital of sample companies are dropped from the model since there is no 

re lationship is found be tween these vari ables and the dependent variable, In addition the 

reponing standard va riab le, since it is not recogni zed by the system. is <ll so dropped li'om 

the model. Then the model looks like the following: 

Y=a + P2x2 + P3/II(x3) + PSxS + Il6xg + 117I1I(x 7) +ll8/11(x8) + D 

Then, to ident ifY the magnitude of relationship a multi variate regrcss ion is used and 

summarized as foll ows. This is done to identify only the significant variab les that affect 

the dependent variable, 

4.2.3.2 Model summa ,'), 

Finally, a signi ficant relat ionship is found onl y between the dependent var iab le and the 

two independent variab les (numbers of companies' shareho lders and whether or not 

securiti es are full y paid up or not) 

Figure 4.24 The coefficient summary of Variables 
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Thc coefficien t of cach ind ependcnt var iablc rcvea ls the magn itude or th c dlCet or 

independe nt va ri able on the depcndent variable. Accordin gly. a unit change in the 

securiti es fu ll y pa id up or not affects the dependent variable by 3 and by 0.00 I 

respecti ve ly . Both of these independent variables are signifi cant at 5% significance level. 

On the other hand , the constant is not signi ficant at 5% s igni fi cance leve l. Thus the model 

is fi na lized as be low: 

y~ JlIx l + ~2x2 + c 

W here; 

y - Number of exchanges tha t each company mee t all th e requiremen ts (De pend ent 

varia ble) 

xl - securities full y paid up o r not (Dummy; I ~full y paid up & 0= not full y paid up) 

x2 - the number of shareholders of each company 

[; - the error term 

Figure 4.25 Model summary of the mul tivariate regression 
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The above fi gure depicts that both of the independent vari ables can ex plain 4 5.4% of the 

dependent variable's character is tics. 
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-1.3 Qua lita tive listing requirements analys is 

In thi s section. v·,1hether or not Ethiopian cOlllpanil's I1h..: ('1 Ihe corporate governance li sting 

req uirements of Afri can stock exchanges is anal vzed. The researcher takes OEeD 's 2004 

corpo rate governance principl es as a common corporate guve rna nce guideline for African 

co untries stock exchange. Thi s is beca usc it is uscd b\ A I"rican s tock cxchanges as a 

cOl11mon co rpo rate gove rnance g uideline . In additioll. the researcher takes the 1960s 

Commercia l Code of Ethio pi a as a corporate gO\ 'c rnance guidcline for Ethiopian 

companies. because the corporate gove rnancc of Ethiopian compani es is guided by th e 

commercia l code. 

4.3.1 OECD vs . Comm erc ial Code of Ethiopia 

The analysi s is divided in to fi ve sections and each section is subdivided in to 

subsecti ons. T he fi ve basic sections are; 

i) the ri ghts o f shareholders and key ownership I"un c lions. 

ii) the equitable treatment of shareho lders. 

iii ) the ro le of s takeholders in corporate go vernance. 

iv) d isclosure and transparency, and 

v) the responsibilities of the board. 

Each of the sections is ana lyzed as fo ll ows. 
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4.3 .1.1 T he ri ghl s of s hareho ld ers and key ownership function s 

OECD's P,oinciplc: 

The corporale governonce/i'omell 'ork should IHolecl ond/clcilil({fC Ihe exercise 

of shoreholders' rig/1Is. 

Part II (a-g) of OEeD's co rporate governance pri nc iple cove red th e basic right s or 

shareholders. The basic right s g iven to the shareho lders incl ude: sha reho lders has th e 

right to secure met hods of ownership registration. transfer sha res they owned. vote in 

general shareho lde rs meet ing. to get reg ul arl)' ma teri a l. re levant and time ly info rmation. 

to elect and remove the board. and to share the profit s of the co rpo ration . 

Commercial Code of Ethiopia 

In connecti o n to the basic rights given to the shareho lders, the com mercial code of 

Ethi opia gives shareho lders Ihe followi ng righ ts. The right to be " mcmber. to vOle. to 

chall enge a decision of the company or to rece ive d ividen ds and a share in a wind ing-up 

(A rt. 389 (2)); th e ri ght to take part in ord inary meetings w itho ut rega rd to the num ber of 

shares held (A rt . 420 (I )). the right to register as a sha reholders (Art. 331): the righ t to 

share in the profit s or in the net proceed on a w ind ing- up (A rt . 345 (2)); the ri ght to 

Appoint directors (Art. 350, Replacement of directo rs (A rt. 35 1 ).Remova l or direc to rs 

(Art. 354), and th e ri ght to transfer of unrestricted shares (A rt . 333). 
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Cap in basic Rights given 10 Shareho lurrs in Iht' Co mm ercial Cou e of Ethiopia 

MOSI of Ihe basic ri ghts given to Ihe shareholder, under hoth cases arc al most si milar. Ilul 

under the commercial code of Eth iopian. Ihc right to gc t relevant and timely info rmation 

is not given to the shareholders. In additi oll. the ri ght to transfer shares freely under Ihe 

commercial code of Eth iopia says that shareholders ha ve the right to transfe r unrestricted 

shares. Here, the wo rd ' unrestricted ' indicates that there is some reslr icti on in the free 

transfer of shares by the shareholders. Thi s is contrad ictory with the OECD 's princi ple 

whi ch says shareholders have the right to transfCr sha res free ly without a rest ri ct ion. 

4.3.1.2 T he equitable treatment of shareholders 

OECD's Principle: 

The cOlporate governance ji-amework should enS/II'e the equitable treatme11l 01' 

all shareholders, including minority andjoreign shareholders. All shareholders 

should have the opportunity to obtain e[l'ective redress .lor violation oj'their 

rights. 

OECD's principle (Part III (a-c» contains principles of the equitable trea tment of 

shareholders. All shareholders of the same seri es of a class shou ld be treated equa ll y: 

inside r trad ing and abusive se lf-dea ling should be prohibited: minority sha reholders 

shou ld be protected from abusive actions by. or in the in teres t of. controlling shareholders 

acting either directl y or indirec tl y, and should ha ve effective means of redrcss: and 

members of the board and key executi ves should be required to disc lose to the board 

whether they, directl y, indirect ly or on behalf of thi rd parties, have a material interest in 

any transaction or matter direct ly affection Ihe corporation . 
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Commercia l Code of Ethiopia 

Under the commercial code of Et hiopia, a ll shares of the same class shal l have the same 

par value and the same rights (Art. 335(2». This is similar to the OECD's principle under 

the equita ble treatment of shareholders as presented above. In add ition, concern ing the 

ri ghts of the minority shareholders the commercial code of Ethiopia under Art. 352 say. 

' Where there are severa l groups of shareholders wi th a different legal stat us, the artic les 

of association shall provide for each group to elect at least one representati ve on the 

board of directors.' This is similar to that of the OECD ' principlc on the protection of 

minority shareholders. Under the commercial code, minorit y shareholders can hRve a 

representative of at least one in the board of directors. 

Ga p in the Eq uitabl e Treatment of Sha reholders in th e Co mmercial Code of Et hi opia 

The princip le unde r OECD that says 'any members of the board and key execu ti ves 

should be required to di sclose to the board whether they, directl y, indirectl y or on behalf 

of third parties, have a material interest in any transaction or matter directl y a ffecti on the 

corporation ' is not found in the commercial code of Et hiopia. Thi s is gap ex isted in the 

commercial code of Ethiopia under the equ itable treatment of shareholders specifically 

the minority shareholders. In th is regard Gebremeskel (20 I 0) noted that the protecti ons 

lacking under the Code are the most importan t ones that can minimize minorit y 

shareholder explo itation by managers and/or block holders, it can be said that the law is 

inadequate in shareho lder protect ion. Similarly, Petros (2009) stated that the neeJ leJr 
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changing the com mercial code to address nc\\'er gove rnance issues in the booming share 

compani es IS ve ry press ing. Arcas such as minori ty ri ght s and recourse need to be 

considered very seriously. 

4.3.1.3 The role of stakeholders in corporate governance 

OEeD's Principle: 

The corporare governance /i-CIIuell 'ork should recognize the rights of 

stakeholders established by lo ll' or Ihruugh IIIlItlial agreements and encollrage 

active co-operation berween corpora/ions ond stakeholders in crealing Illealih 

jobs. and the sustainabilily a/financially sound el7lerprises. 

The rol e of stakeholders in co rporate OECO ·s corporate governance principle Part IV (a­

f) enclose that; i) the ri ghts of stakeholders that are establi shed by law or through mutual 

agreements are to be respected ii ) where stake holder in terests a re protected by la". 

stakeholders should have the opportu ni ty to obta in effect ive redress fo r violatio n of their 

ri ghts, iii ) performance-enhancing mechanisms for employee participation should be 

perm itted to develop , iv) w here stakeho lders part ic ipa te in the corpo rate gove rnance 

process, they should have access to re levant. sufii cient and re liab le in f{Jrma tion on a 

timel y and regular basis, v) s takeholders. includ ing individual empl oyees and their 

representative bodies, should be able to free ly communicate the ir concerns abo ut ill ega l 

or unethica l practices to the board and their ri ghts should not be compromised fo r do ing 

thi s, and vi) the corporate governance framework should be complemented by an 

effecti ve, effic ient inso lvency fram ework and by e ffec ti ve enfo rcement of cred ito r right s. 
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Co mm ercia l Co de of E thiopia 

Unfortunately. there is no arti cle that talks about the role o f s take holde rs in corpo rate 

govern ance in the commercial code of Ethiopia. Only Art . 366 talks about the board of 

directors' liability to the creditors. 

Gap in th e Role of Stal,c holders in Corporate Governance in th e C ommercial Code of 

Ethiopia 

As stated above, stake holders are not recognized under th e commerc ial code of Ethiopia. 

The on ly stake holder that gets recognition in the commercial code of Ethiopia is the 

creditors. Creditors are not given the role to play in the corporate governance of the 

company rather they are given the right to be paid back by the company in which the 

board of directors of the company has a liability to the creditors. Thus. the com merci al 

code of Ethiop ia , when it is revised, needs to include the role o i' s takeholders in the 

corporate governance of the company. 

4.3.1.4 Disc!osUl'c and transparency 

OECD's Principle: 

The corporate governance fi'amework should ensure thai limely and aecurale 

disclosure is made on all material mailers regarding the corporation, including 

Ihe finan cial situation, performance, ownership, and governance of' the 

company. 

Part V (a-f) of the OECD' s principle included the fol lowing as to be di sclosed to th e 

stakeholders in general and to the shareholders in particular. These are; di sc losure should 

include materia l information on i) the financia l and operating results of the company ii ) 
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com pany objec ti ves iii ) maj or share ownership and vot ing ri gh ts iv) rcm un cration policy 

fer mcmbers of the board and key execut ives . and inl()l"Jmllion about boa rd members. 

including their qua li ficat ions, the selecti on process, othcr compan y directorships and 

whether they are regarded as independent by the board v) rc lated party transactions v i) 

foreseeab le ri sk factors vii ) issues regarding cmplovccs and othcr s take holders viii ) 

governance structures and policies. in particular. thL' content o r all : corporate governan ce 

codc or policy and the process by which it is implemcntcd. 

Co mm ercial Code of Ethiopia 

The commercia l code of Ethiopia is contented with the fo llowing articles and sub-art icles 

about the d isclosure and transparency of share companies. Unde r A rt . 446 of the 

commercial code covered about the accounts and annual reports requirement. These 

includes i) at the end of each fi nanc ial year, thc direc to rs sha ll prepare a detai led 

inve ntory and va luat ion of assets and liabilities (A rl. -146 (I)) ii) they shal l draw up a 

balance sheet and a profit and loss account and prepa rc a report on the state of thc 

company's act ivities and affairs during the last finan cial vca r (A n. 4-1 6 (2)) iii ) the repo rt 

sha ll give detai led in fo rmation on the profit and loss acco unt , an exact s tatement of the 

to tal amount of remunerati on of the directors and aud ito rs, and proposa ls for the 

d istri bution of dividends , if any (A rt. 446 (3)). 

In add itio n, Art. 448 ( 1-2) covers issues about dra wing- up of the balance sheet and prolit 

and loss account. In thi s art icle, the ba lance sheet and the profit and loss acco unt 

di sclosure requirement is presented; i) the balance shee t and profit and loss account shal l 
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be prcparcd each Year in the same lorm as in precedin g years and till' methods o r 

valuation shall remain th e same. unless the genera l meeting adopts varimions in the mode 

of prese nt ation of the accounts or the methods of valuation on the rea so ned adv ice or the 

auditors, and ii) th e profit and loss accou nt sha ll show under separate heads loso':<; or 

profit s arising out of th e compal1\"s various acti v it ies. 

Furtherm ore, Art . 451 requires accounts of holding companies to be disclosed in that ; 

where a company is a holding company. thc accou nts of its subsidiaries shall be 

subm itted to the an nual genera l mceting at thc same timc and in th e same manner as its 

own accoun ts (Art. 451 (I)) and a consol idated ba lance sheet and profit and loss account 

shall be prepared in respect of the ho ldi ng company and its subsidiari es (Art. 451 (2)). 

Besides, sta tements to be provided concerning remunerat ion of directors are presented 

under A rt. 361. The balance sheet submitted to the annua l general mccting sha ll show 

the total amou nt o f remuneration. a llowances. ann uiti es. retirement bencfi ts and benefits 

in kind g iven to the directors (Art. 36 1(1)) and the Loans or g uarantees to directo rs shall 

also be shown (Art. 36 1 (2)). 

Regard ing the annual aud it of the accounts of the company. Art . 374 o r the commcrc ial 

code presented under the heading ' Duties of the Aud itors. In th is article thc aud itors have 

the duty to audit the books and securities of the company an nuall y. 

Ga p in the Disclos ure and T rans parency requirements in th e Comm erc ial Code of Ethio pia 

Even tho ugh there are some sim ilariti es betwee n the OECD's and thc Commerci al code 

regarding d isclosure and transparency principles, there a re some princip les that arc not 
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fou nd in the commerc ial eodl' or lclhiopia bUI lou nci in thc OEe D's principle. The lirsl IS 

thai Ihe com mercial code did nol rCljLll rc cOll1pan ies 10 di sc lose th e ir ObJccli ves I O~l'llicr 

with the accounts of the com pany. 

The second principle that is nOI lound in Ihc commercia l code is the di sc losure o f majo r 

sha re ownership and vo ting right s. This info rmat ion. ifdi sc loscd. is vc ry il11ponantlol hc 

stakeholders in genera l and shareho lde rs ( in ves lors including existing and potcntia l) in 

panieular to decide on s ituations thai each pa rl y needs. It improves the transparency leve l 

and the di sclosure tha t is re levanl 10 Ihe dec ision makers. Because the sale of shares is 

intensifi ed in Ethiop ia companies need 10 di sc lose rel evant info rm at ion to the decis io n 

makers. 

The third one is the d isc losure abo ut the d isclosure of information abo ut board members. 

includ ing their qualifications. th e selecti on process . Eve n thou gh the code statcd 

companies to report the account s o f the company on annual basis. the requirement by 

companies to report about th e board of directors is not required and compa ni es arc not 

do ing thi s currentl y - as the researche r referred the annual repon s of somc or Ihe 

compan ies. 

The fourth gap fou nd in the commercial code is di sclosure abo ut the re lated pany 

transacti ons of the compan y and the disclosure o f fo reseeab le risk fac tors that ma" hun 

the company ' s future profitabili ty . Similar to the above exp lanat ions the di sclosure o r th e 

related party transacti o ns and the foreseeable ri sk facto rs is very important for the 
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decision makers related to that pa rti cular company. Thi s typL' 0 1 IIl lmlllatJ(ln makes the 

sccondar\' market 1110rL' effie icnt in that trader of the COI11 I)<1I1\"s Sh'"LS. In thL' "bscnce of 

timel y and material information the secondary market will not be ell icient rather there 

will be an information asvmmetry between the market and the cOl11pany. 

The last but not the least disclos ure that is not avai lab le in the cOl11nle rcial code is the 

disc losure of issues regarding employees and other stakeho lders: gO\'crnance struc tures 

and policies: channels for disseminating information should providc lor equa l. timely and 

cos t effici ent access to relevant information by users: and analysis or a Ch ' ll'C by anal ysts . 

brokers , rating agencies and others, that is relevant to deci s ions by in vesto rs. To say it 

repetitively, information like the above are very crucia l for mak ing the market effici ent so 

that expanding investment in the country and contributing a lot lo r the develo pment of 

the country. 

4.3.1.5 The "esponsibilities of the board 

OEeD's Principle: 

The corporate go\'ernonce f ramework should ensure {h e .YII"Ol egic guidonce (~/ 

the company. the effective monitoring of'management by t/w hoard and the 

board 's accountability to the company and the shareholders. 

Part V I (a-f) of the OEeD 's principle con tains the lollowing as the responsibilities of the 

board; i) board members should act on a full y informed basis. in good faith, with due 

diligence and care, and in the best interest oCthe company and the shareholders ii ) where 

board decisions may affect differen t shareholder groups differentl y, the board should treat 

al l shareholders fa irl y iii) the board should appl y high et hica l standa rds - it should take 

into account the interests of stakeholders iv) the board should fulfill cert ain key funct ions , 
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inc luding: rev iewin g and gui ding corpor,ill' slr,ilq'\. mon iloring the c1lccti vc ncss o j' the 

company 's governance prac tices and maklllg changes as needed. se lec ling. compenscll ing. 

monitoring and, when necessary. replacing key exec uli ves and overseeing succcss ion 

planning, a li gning key execul ive and board rem uneration, ensuring a formal & 

tra nsparent boa rd nominati on and election process. ll1oni loring and manag ing pOlellli al 

connicts of interest of managemenl. lensuring Ihe integrit y of the corporation' s 

accounlin g and financial reponi ng system s. and m'crsecing the process o r di sclosure and 

commu ni cat ions v) the board sho uld bc ab le I() exe rcise obj ecti ve independent .i udgmen l 

on corporate affairs, and vi) in order 10 fulfill their responsibiliti es . board members 

should have access to accurale. relevant and time ly information. 

Commercial Code of Ethiopia 

The commercia l code has the fo llowing an icies regarding the board of directors of thc 

company. Art. 347(1-4) di sclosed that onlv membcrs of a compan), may manage the 

company and a compan), shall have nOI less than three nor more than I\ve lvc directo rs 

who shal l form a board of direc tors in wh ich the number either determined by the 

memorandum of association or meeti ng of subsc ri bers. It also presented that bodies 

corporate may be directors, but the chairman of the board of directors sha ll be a person. 

Regard ing the appointment of directors. An. 350( 1-5) di sclosed tha t the fi rst di rectors 

may be appo inted under the memorandum or ani cles of association or the meeting of 

subscribers shall appoint other directors. SubsequeJ1l directors shall be appoi nted by a 

general meeting and directors may not be appo inted for 1110re than three years in which 

direc tors are el igible fo r re-el ection. In add ition. concerni ng the rcplacel11enl of the 
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directo rs Art. 3S I ( 1-5) contcntcd that ; where. duri ng" lin'll1cial -, 'car. one or morc of the 

directors h(l\'L' len the board. lhe surviving djr~ctor~ ]))(1: appoint other: persons to 

complete the period fe r which the directors who have leli thc boa rd \lCI'e appoin ted. 

Where the surviving directors are less than half of the board. of directo rs. they may not 

appo int directors shall convene a general meet ing to appo int other di rectors, Or whcre 

the re arc no survi\ 'ing di rectors. the audi tors ' sha II cOIl\ 'cne a general mceting without 

de lay for di rectors to be elected. 

The removal of di rectors under Art. 354 of the commercial code di sc losed that: 

Notwithstanding any provision to the contrary. directors may be removed at any 

time by a general meeti ng: provided that a d irector \\'ho was re moved without 

good cause may claim compensation, 

This means that shareholders are given the ri ght to remove the directors of the company 

as they are given the right to elect the direc to rs a lso. 

Art, 353 of the code covered the remunerat ion of di rectors, Accordingly. d irec tors may 

rece ive a fi xed ann ual remunerat ion, the amoun t of \\'hich shall be dctermined by a 

general meeting and charged against general ex penses; or the arti cles of association may 

prov ide that the directors may recei ve a spec ified share in the net profits of a fin ancial 

year. 

As per the commercial code Art . 362, directors of the company have the 1'01 lowi ng duties, 

addition to their duti es under Art. 364. direc tors shall be responsibl e le r: i) keeping 

regular records of the management and of meetings; ii) keeping accounts and books: iii ) 
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subm itting the accounts 10 the dudilOrs and an an nual report of the compan:''s ope ratinll:-; 

includ ing a fi nancial statelllent 10 the I1lL'C'tj n g~: JV) convening m eetings as pro\ 'lded ill tilL' 

arti cles of association: v) convening a general mee ti ng wi thout deJay \" 'he re three qU:.IrllTS 

of the capital are lost: vi) setting up the rese rve funds required by law or the articlcs or 

association ; and vii) appl:' ing 10 the court where the company stops pay ments with a \ iL'\\ 

either to a cOIllPosition ,,· ith creditors or thc "indin g- up of the cOlllpanv. 

Directors of the cOlllpany. as per ;\rt 364( 1-6). havc a liability to the compam. The.,e 

are; i) directors shall be responsible lor e.,e rcisi ng the d uti es imposed on them by hi". tlw 

memorandum or arti cles of associat ion and reso lutions of meetings. wi th the ca re due 

from an agent ; ii) directors shall be joint ly and severall y liab le to the company lin 

damage caused by failure to carry ou t their duti es; iii) directors who are join tly and 

severall y li abl e shall have a general duty to act with due ca re in re lati on to the general 

management ; iv) directors shall be joint ly and severall y li ab le when they fai l to take all 

steps wi thin their power to prevent or to mitigate acts prejudic ial to the cOl11 pany which 

are withi n thei r knowledge: v) direc tors shall be responsible fo r showin g that the'· haw 

exercised due ca re and dili gence: anci vi) a director sha ll not be liable where he is not at 

fau I t and has caused a minute dissenting from the action which has been taken b\ the 

board to be entered forthwith in the di rectors' minute book and sent to the auditors. 

Directors to avoid the confli cts of interest unde r Art . 409 i) where the interests o f a 

member, acting on his own behalf or on behalf o f a third part y_ conflict with the in terests 

of the company Stich melllber l11ay not exe rcise hi s ri ght to vo te: ii ) direc tors ma\' not 
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IOlc on resolu li ons re lating 10 the ir d Llli es and li abililics: ;lIld ii i) lInless au th ori ;,ed by a 

gClleral meeting. directors Illay not be partncr:-: with join t lind SL\ ' l'r~1I liabi liti es in ri val 

com pal1l es no r compete against the company either o n thei r own behal f or on behalf o f 

third pm1ies , 

Ga p in th e Res ponsibiliti es of th e Board requireme llt s ill til t' C Olllmen .: ia l Cod e of Ethiop ia 

Regard ing Ihe boa rd of directors, a lmost all Ihe principles appeared in the OEeD are 

appeared in th e commercial code o f' Et hi opia, Thi s mea ns tha i Ihe eode has good 

cove rage rega rdin g the board of direclOrs, But the fo llowing lew princip les are not c lea rl y 

appea red in the code; ensuri ng a fo rmal and transparent boa rd , ove rsee ing the process of 

di sc losure and communicatio ns, and ove rseeing succession plannin g, I hese d uties ol ' the 

board are need to be considered when th e code is rev ised, Concerning thi s , Petros (2009) 

stated that the need for changing the commercia l eode to address newer governance 

iss ues in the booming share companies is very pressing, A reas such as boa rd compos iti on 

need to be considered very serio usly, 
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Cha lter::; SUlllmary of findings, co nclusion and reC()nlfllt.'lld~lti(J1l 

5. 1 conclusiun 

Ethiopian companies can be listed in other African countries' stock exc hanges. This is 

because each samplc company mcets thc li sting requiremen t of at least urle o l· thc .. \(,.iC' ''l 

stock exchange. In thi s regard . the max imum number of stock exc hanges thm arc met by 

a si ngle compan)' is ni ne and the minimum is one. The average is three siock exchanges 

per one Sample Compan v. Thus. Icthi opian companies neeci to consider I(lrcign listing as 

an alternative so luti on until the stock exc hangc is establi shed in Ethio pi,1. 

There are quali fied companies for the establi shment of stock exchange in Ethiopia. Thi s 

is because compani es meet the li sting req uirements of other stock cxc hanges and 

companies have a capita l. shareholders. profit and public fl oat morc than thc mi"; l11ul11 

req uirements of African stock exchanges. The onl y weaknesses found ed on lthiupian 

compan ies are the failure of companies in the adoption of IFRS as a reponing standard 

and the low number of equity shares issued (less than I million) which a ri ses due to the 

hi gh par va lue of shares ($58). Therefore. it is the right time to establi sh a stock exchange 

in Ethiopi a because there are many co mpanies that qualify the requiremcnts Il)r the 

establi shment stock exchange. In th is regard Petros (2009) and Ncgash (2008) indicated 

that the establ ishment of stock exchange needs to be urgent since the number of share 

companies in country is booming. 

95 



I he researcher, based on the findin gs of Ihe qu;iliwli"e li sting requirements anal ysis 

concl uded that the commercial code of I:thlopia did not eo,'er an ything abo ut thc stock 

exchange regulat ion in the country. In addition . Ihc need I()]' changing the commercia l 

code to address newer governance issues in these booming share companies is thus vc ry 

pressing. Areas such as board compos it ion . minority ri gh ls and recou rse. and di sc losure 

need to be considered very se riously. Thi s is cons islent with the findi ngs of Pstros 

(2009). Negash (2008) and Gebremeskel UO I Ul 

The li sting requirements of African stock exchanges particularl y thc minimum capital 

requirement is positively correlated wi th countries' GO P leve l. The capital requirement 

and the GOP of countri es have a correlation coeffic ient of r=0.88 wh ich sho ws a clear 

positive re lationshi p between the two. In add iti on. the number of companies that Ineet 

the li sting requirements samplc African exchanges is aflec led nega ti ve ly by the number 

o f exchanges li sting requi rements. The correlation coefficicnt found cd between the two 

is r=-0.58. Thi s indicates that the more the number of li sting requirements. the less the 

number of compani es that meet the requiremenls. Finally. the number of cxchanges in 

whi ch each company meet is affected by the companies' number of sha reholders and by 

the securiti es full y paid up or not. The co rrelation found is r=O.72. This indicates that 

these two facto rs affect the dependent variable positi ve ly. 

In summary, based on the characte ri stic of Ethiopian compani es and based on the iinding 

of the descripti ve and regression analysis thc researcher dO'igll ed lli e fiJl/olvillg 
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hypo/h elica/qJlfl ll/i/a/il'e l is /illg reqlJire/H ell/s/or E/hiopiaJl COlllj)(1I1 ic,,' III \\'hich i l wil l 

help comp<lnie,; 1'01' the listing preparation cither to li s t abroml or d(lml· st ic. The desil!ncd 

requiremcnts a re: 

I. Minimum capital requirem ent = 50 millio n Birr (2.9 million USD) 

II . Minimum number o/shareholders = 300 sha reholders 

Ill . Minim um profit his tory = 2 years 

IV. Minimum public float = 25% 

The number and percelllage or compan ies that meet the above requ ircmen t are prese nted 

as foll ows. 

Out o r the sample 17 compan ies, 12 (70%) meet the capital requ irement. 13(76%) meet 

the shareholders requ irement. 14(82%) meet the profit hi story requi rement. and 

17(100%) meet the publ ic fl oat requirement. In general , 10(58%) compan ies mect al l the 

above li sting requirements. In other wo rds, we can have 10 listed compani es if the re was 

a stock exchange at thi s time . More companies wi ll meet thi s requirement after two or 

three years later because currelllly the re are many share companies that are Linder 

establ ishmen t. 
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5.2 Recomm endation 

Based on th e fi ndings. th e resea rcher rC'ulm!l1enciccithc lo ll owing: 

• Ethiopian compani es can gct the beneli ts of listing by listing their shares in the 

African stock exchanges, Bv li s tin g in exchanges. companies can improve th e value of 

th e company. increase liquiciit y 01' sha res. and rai se addi ti o nal capital wi th less cost <I S 

we ll as inc rease in vestor base by allowing fo reign in ves to rs capita l; 

• Since Ethio pian companies are qualilied in the e\ 'es or stock exchange li stin g 

requirement s, th e establi shll1 ent 0 1' stoc k exchange in Ethiopi a is feasible, Thus. th e 

government needs to cons ide r thc cstabli sh ment of s tock exchange in Ethi o pia . This 

w ill help top rai se capital. inc rease liqu idi ty . and increase the val uati o n or the 

securiti es and the firm In additi on. the establishll1ent of stock exchange in the co untry 

w ill help companies by reduc ing the cos t that wi ll be inc urred to li s t abroad, 

• The co mll1erc ial code of Ethi opia. whic h is 1l10re than fift y years o ld , needed to be 

revised by inc luding regul ation abou t the stock exchange. The code neve r tou ched 

abo ut the exchanges in its articles. Thus. th e regula ti on abo ut the stock exchangcs '\'ill 

fac ilitate the establi shmen t of stock exchange and the trad ing of scc uriti es a i'tc r\\'a rds. 

• In add ition, the commerc ial code should cons ider. when rev ised. about th e d isc losure 

leve l, board compos itio n, ll1inorit y share holders protection, and the tradin g rul es , 

Besides, rega rdin g the minimu ll1 cap ita l and share ho lders requircll1e nt to for m a share 

compan y need to rev ise from 50,000 bi rr (2,941 US D) and 5 shareho lders respecti\ 'cl y. 

The increment in these minimum req uirements to form a share company wi ll he lp to 
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ge l belier qualified share companies lor slock exchange . I'lu s. il II ill help lo w and 

nwtiium income indi viduals to buy shares for Ihem so Ihal Ihal impr(l\ es Ihe amounl or 

capilal raised and will improve the liquidity of compallies ' shares. 

• Because Ihc researcher designed the hypothet ica l quaillilmivc li st ing rcqu iremelli s lo r 

El hiopian companies . companies (both exi st ing and ne\\') can prepare themselves 

accord in gh ' to l11eet it when the stock exchange is establ ished in lelhiopia. This will 

help compan ies to li st the ir securities as soon as thc ex chan gl' I S cs t'lblishcd. 
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Appendix -' Ques t io nn a ires to compa n ies 

Addis Ababa Un iversi ty 

De pa rt ment of Accountin g & Fin a nce 

Msc Program 

Abe ra Bayisasa hu 
The research IS titled as "Can Ethiopian sha re companies meet the listing requirements of 

African stock exchanges?" Its purpose is to investigate whether or not Ethiopian share 

compamcs can be listed in other Afncan countries stock exchanges by meeting Ihe lisling 

requirements. Ident ifying the listing ch aracteristics of the Ethiopian share compan ies for 

the establishment of a stock exchange 15 also another purpose of the study 

The findings of the study will be used to aware share companies to bc listed In other 

African stod: exchanges so that compames can widen investor basis. llnprovc liqUIdity. 

and increase finn value. In add ition , the results of the study will be used to check whether 

or not establishing a stock exchange in Ethiopia is feasible from the availability of 

compames that can be listed by fulfilhng the listing requi rements . 

Thus. this questionnaire is prepared in order to gct the necessary inli.lrmmion llh(lUi the 

listmg characteristics of Eth iopian share companies in accordance with the listing 

requirements of African countries stock exchanges. The information ohta111ed will be 

used only for academic purpose. The resea rcher would like to thank 111 advance for the 

tIme you devOled in tilling this qlle~l1onnaire. 

Profile of the co mpany 
I Date of establishment ____________________ _ 

2. Type or lhe company 

c=J Manufactunng 0 Merchandizing D Sen Ice 

SpeCIfic sector type of the company 

o 13ank 0 Insurance 0 AgncullUre 0 !'eHokum 0 
Transpo rt 

Q uestio nna ires to compan ies 

I. Is the company registered as share company as per Art. 304 of the commercial code 

of Ethiopia? 

o Ves o No 

2. How much is the current Capital of the company? (BIrr) 

3. Arc the Securities of the company fully paid up? 

o Yes o No 

4. How much arc the Equity shares isslled by the company? (Shares) 

5 How much is Ihe Public Float! how much percentage of the sh;Jre5 of Ihe company arc 

owned by mdlvldual sha reholders" % 

6. Tot:J1 number (lfsh~ reh olders of the comp~ny currently? ______ _ _ 

(sh~reholders) 

7 I-low much IS the p:tr value of one sh"re of the company? ( B ' rr) 

8. How many years is the operating hIstory of the company? ______ _ 

(Years) 

9. DoC's the company have auditor's repen for all of its operating years? 

o Yes o No 

10 Does the company have Unqualifi ed :llIditor's report for the whole of Its oper;lI111g 

years" 

o Yes o No 

11 How much is the Nel asset of the company curren tly? (Years) 

12. Docs the company Published audited financial statj:ments prepared \\"ith IFRS" 

o Ves o No 

13. How much is Ihc Profit ortltc company for the last 3 years? (BlIr) 

14 How much is the Pro ti t 01 the company l'or the last 3 of 5 years"! _____ _ 

(Birr) 

15 How much 15 the profit of the company for the las\ yeare.'\pressed as the % ofp :-ud til' 

capnal" (Birr) 

16 Ho\\" many years do the company has a Profitable year? (Years ) 

17 What IS the Tl'pOntng st:l11da rd of the company? ___________ _ 



Ap pendix- II List of African Stock Exchanges that are taken As a Sample 
[-Ex-c.ha~g~--·- - - - - -Localio-;---·--F~-;;ndcd Listings I 

'

I West African Regional St~~k- -------: - --------- J-- I 
E.£h:ln~_. __ . __ . ___ ~ ____ -.I _____ , 

\ 

Bourse ReglOnalc dcs Valcurs , Abidjan I 1998 39 BRVM 

~~~~;:;:·nH ._~=-_-= __ . __ --I ~--.--- -j--=~_. - i=--_-_-_ 
Bolswanll Siock Exchan~ Gaborone 1989 44 BSE 
Cape Verde ______ _ _ J

1 
___ + _____ +-=-=-_ 

Bolsa de Va lor's de Ca ho Verde· Mtndel0 ave 

EgY!li~IEXChang~ ______ . ___ . .. ~ c airo ____ _ _ .-ti'Jl~ ~3;~7~8;--+OE~G=X,-i 
G hana _. ____ --.i ________ ._ ."___ _ __ _ _ _ _ 
Ghana Stock Exchan~ : Accra i 1990 28 GSE I 
~y.!-.------- , ----- .-~----.-_=c-.-- ---Na irobi Stock Exc han.K!'''' ~ ..Nai rob i ___ .-1J.2~~ . ~.8 __ 
__ Malaw.,! _, _ •. __ ._ . : 1 _ 

NS E 

MSE 
]\!.!!!awi Stock _~~c h :l.!lgc· __ . ____ I . . ~!a_ntyre ,. 1 ~?5 __ _ \.§ ._ 

,"",.,-~N~' a",m i b i a I 
Lili~::~;' S~:'ki: ,;,,,."-g,. ___ W~~hOck I I ~9, : -r-~~ ~l N~~ J 
I Ni cri an Stock E~~_~gc· ____ .J:agos __ . _~~6_0 __ tBl-- ~NSEI~ ; 

South Afri~~ __ - - I Joh-a~nesbu rg ~ 1887 ,_. ; 472-- -hSE --:, 
~ - -~-~-~ - --r- - --,---i. !!!!~a_!!.i_~_ 

Dar es Sa llUm Siock EHhanj!('" · 

-~·~'.!~s_i a 
Bou rse des V:lll'urs l\ ' l obilicre~ de 
Tun is· 

__ Uga nda 

Dar cs 
Salaam 

Tu niS 

199)1 

1969 

11 

56 

Uganda Securitics EH"hang,c · Kampala 1997 14 ,. - - Za'~;bia 

L~ka S-'ock Exchangc · Lusaka 1994 16 
r Zi m ba l,,;.t I. __ . _ 

. .!2~lb~ ~w~ Stock EHhangc· lI arare 1993 Rl 
Source· '/"n://It · """'.t!IIf1I(',~ .CIIIII/ftl/Jic/'- i.\· f fir .-1 (riCfll1 xfflcli I'.\"{; I/III/!fl',\ 

.,., 
~ 

.. ' ..... ,'lo~ 

- DSE 

J3VMT ' 

, USE 

LuSE 

ZSE 

iii 

A rpc IHl ix- 111 NIL mbe!' of e xchanges lh:ll c :l ch co mpan y mee t all the 
re quire me nls 

LIS! orsamplc companIes NWTlhcr of exchanges thnt ench 

company l"leet alllhe requ irements 

A wash International Bank 9 

Abyssinra. Bank 5 

Cooperative Ba nk o r Orom ia 3 

Orornla International Bank 2 

Nib Intemattonal Ba.nk 5 

Lion Ill tcrnntlonal Dank 3 

Wegagen- I3ank 5 

Dashcn Bank 2 

Zcmcn Ran \.; 2 

Un lied Bank 4 

- ---_._-

I: 
._-- - . --1.I('In Insura nc e 

--- ---- -- ._-- -Nih In surance 

Nilc t l1S\.lrancc 

- -- -- I J ----- -A \\ a:-.h Insurance 

Ull1 ted Insu r<'lIl ce 3 

Glohal Insurance 2 

Yetebahcru l Pet rol eum '1 

I 
! 

i 
! 

1 
, 

, , 

1 

! 
i 

I -
, 

.---- - ------ ----

" 



Appendix -II List of African Stock Exchanges that are taken As a Sample 
------r~ I Found~dTuSti;~srlJ~ 

----
Exch!l~_e I .... U",.IIUII 

West African Regional Stock I 
~::~::i.eegiOnalt des V;le~---1 Abidjan 1 1998 - '--1-3"9 --I BR VM I 
Mobilicres* 

Botswana 
Botswana Stock Exchange* Gaborone 1989 44 SSE 
Cape Verde I I Bolsa de Va lores de Cabo Verde* Mindelo BVe 

El!vPt 
J:gyptian Exchangt* Cairo 1883 378 EGX 

I Ghana --l_ I -11~~ Gha na Stock Exch~~(''' ~ Accra ! 1990 28 GSE 
~~a _______ ~ _____ L __ _ 
I Nairobi Stoc k Ex chang~_.~ ____ .--,-I . .N...~~ ___ '_1 ?~~_l4~-1 NSE I Malawi , '! 

Malawi Stock Ex~t;flng~" -------Bi~ntyrc - ___ ~~ ~~_ -. MSE 

I N~:'~; ;~::'k E ;;h.-;;-g~-;--~::~=~ ~;ndhOCk - -~1~2. -~ _-=:-_:::lNSX I 
Nlgcna , __ ~. j •• _ __ L l~Tr-Ni2.ui fl n Stock Exc han"' C" Lagos 1960 ' 223 - NSE [ '-'South Afr i_ca ~-_ e - .--- ._-- 1 t -- - c~-
JSE Li~itcd" ______ /ohanncsb~rg ....I _8~?_ -t472 __ ~ 

I.TanZanll!.. __ _ _ _ _ _ _ I __ ..J-\ 
, Salaam 

\ Dar es Sa la am Stork Exchangc" Dar es 1998 II I DSE 

[-~~~Ii - -"1 
Bourse drs Va leurs Mohilic rcs de Tunis 1969 156 BVMT 

! Tunis" 
Uganda 
~d;Sc~u~iiics E~~hangc ~ _ 

Zambia - ---
Lusa ka Stock Exchange* 
~Z' bb ­
f-- ".!!!1-~'!~--
Z._i !!lb~b,\~(' S iock Exc h:tnge* 

_ ~~m..p~la 

Lusaka 

Harare 

------ -'-~ -.-

_]997 - t I4----:t=::J --t -- -:~ 
1994 ---i6-----k----, . LuSE 

J 1 
1993 81 ZSE 

Source: hf",:IIIl'II'W.l!lIlIf(·S.cl/ll/ltfl{lidLi.~t or .-'I fric(/II .\"TIIC!." t'.n: "lIl1gt'.\· 

iii 

Appendix·1 1I Number of exchanges that each company meet a ll the 
requirements 

List of sample companies Number of exchan ges that e3ch 

company meet all the requirements 

Awash International Bank 9 

Abyssinia Bank 5 

Cooperative Bank ofOromia 3 

Oromia International Bank 2 

Nib Intemational Bank 5 

LIon InternatIonal Bank 1 

Wegagen Bank 5 

Dashen 8ank 2 

I..Cll1CIl Ibnk , 
UT111ed Bank 4 

Lion lnstlf31lce I 
------ - ------ -- ----Nih Insuranc..: 4 

Nile Insurance 2 

~sh l~surancc 4 

United Insurance 3 

Global Insurance 2 

Yctcba~cfll! Petroleum [I 
--

: 

I 

" 



Appendix - IV Number of com panies that m eet the requirem ents of each 
exchange 

Number of companies that Number of listing 
meet thc requirements of requirements of each 
each exchange exchange 

Botswana SE I 8 
BRVM SE 12 4 

Ghana SE II 4 

Kenya SE 4 6 
~-Malawi SE 0 6 

Namibia 5E 1 4 

Cape Verde 5E 13 4 

Egypt 0 7 
Zambia 1 5 
Nigeria 0 4 

Zimbabwe 2 5 
Uganda 0 6 

South Africa 0 5 
Tanzania 0 7 

~.-. ~ 

~ Tunisia 12 4 

l 
I 

" 

Appcnd ix-V Specific 'meet' and 'do not meet' of each requiremen ts by 
companies 

Botswana stock exchange 

Table 4.1 Analysis of Botswana stock exchange quanti tative requirements 
S.N I Ethiorian Companies 1 Botswaoa stock exchaoge listing re'1uiremenr$ ('\11 I arl" miniml1m rl"quirl"ments) 

" ~ 

Zemen B~nk , 
United Bank 

__ --+I~'-.I ' I' l ' , . . I' fI' l ' , ' I ' I ' ;: :1~;i:::::::::' .1; j: ~~ 1 ~ ~ ~=T-'_, -,--.--;--' -. 
\0 

1-I J- Nik ln surll~K;- "- --- ~-- ,-~ _of r r~- I~ -r -~ --.r 
r 1~" ~ :\ w~sll InSl1I~~c~~ _~~~t r-:~- ~ -~,-- r-~rry_ 

1." _ t.~III \~~~1I5111'~~Cl" ____ JJ_ ..... ~ __ . \_:... ~ -r I"J 
16 i Glob~llnsur3nce I -.; I ;t( -:J 
17 ! Yt:\l"h~benl\ rc~T~~SC --T-:-"'--'-

> . ...L. ~ ~. 
I ':in ofcomrnnics Ihnt rnl"ct spl"citic 

, , , 
I ' '" 76 100 " 100 I 18 I 100 

rl"qu;remcnlS __ I _L 

.;r- , 

. -J---;-,I" 
, 

- --r---' , 
't"R2-!1OO 

~ 



BR YI\1 stoc k exchange 

Ca pe Verde stock exch:lnge Table 4 .2 Analysis o f 13R VM stock exchange quan titative req uirements 
S, Eth io pian Co mpa nies BRVI\1 stock exchange lis ting req uirem e nts 
N (All arc minimum requirements) 

Table 4.3 Analysis of Cape Verde stock exchange quantitative requiremen1s 
S~ I-Eth iopia n Companies Cape "erde stoc k -;;-cha~ge ~st in g 
N requ irem e nts (A ll arc minimum requi rements) , , 

f- " I ' ' ~ ,!§.L ] 1 '\1', 
, ~ 'I 

' M 5 'e ' '. J ~ 0. ~1f\, :~ , ~ ,;j:~ - = ~ -E ,1~'_l ... "l 's ' o ' '11 0 'a 
. - I/:: :.:: TI tE 0. ~n ~Hl l' 5' ,~" ' , I ~." ) 0 ~ r'~r I ~ 0 ' ,to 

I A wash International Bank 1-1 I v I v Iv 
2 Abyssinia Bank I' I v " Iv 1, \, Iv 

---
" 0 

,; N 

;;; 
~ 

't;; ~ 
c:: c:: '" " - 0 ::J 

~ 0 o >. - ~- G: : :-§ '5 o~ , ~ 

'" 1 5 :;; :0 
..e g 

• O'~ 

" ~ ~ U Ul"- ~ 1.:...>":: 
I Awash Inte rnational Ba nk , ' ,f J r 3 Cooperative Bank orOromi:! , 

I' x v 2 Abyssinia Ba nk , , , " 
4 Orom ia International Bank I' I' I' x 3 I Cooperauve Bank OfOrollll<l 

, , 
5 Nib International Ban k v , Iv v 

4 Oromia Inlemationall3ank , ~ , -i ,f 6 Lion Internatio nal Bank v v v x 
5 Nib International Bank , • , , 7 Wegagen Bank , 

I' I' , 
6 Lion International Bank , , , 

" 
, 8 Dashen B~k I v v , '< v 

7 Wegagen Bank , , , , 9 Zemen Bank 
, ' I' I' x 

8 Dashen Bank -I • ,J , 10 Un ited Bank I" , 
" i" 9 Zemen Bank , • , II Lion Insu rance -I -I , , 

10 United Bank , , ,; , 12 Nib Insurance 1-1 -I " I' 11 Lion In surance , , , 13 Nile Ins urance I' , , 
I' 12 I Nib Insurance , ' .J , 

.J v 14 Awash Insurance Iv Iv I" Iv 
13 Nile Insu rance .j T.J .j r 15 United Insurance Iv I v Iv Iv 
I ' Awash Insurance , "T ' , - --, 16 Global Insurance Iv Iv Iv Iv 
15 United Insu rance , 

x ,J , 17 Velebabcrut Petroleum S.C I' I' I' -I 
% of compan ies th a t meet 100 100 94 76 
specific req ui rements 

16 I Globallnsur3nce , 
I ' 

, -t .J 
17 Yclcbaberll[ Petro leum S C ,J tx--- , -~r 

% of companies that meet 100 f 76-- - 100 -- lim -
s pecific requirements 

vii 
VIII 



Egyp! stock exchange 

." 
~ ~ ~ 

" • • " " " " .13 ." ~ ~ '0 
'" 1:-~ ~ 

" ~ '" g 0 0 ~ -;; 1;: -;; - "' -5 ?;> ," ~ '. " '5 :c 0 e 0 ~ " <i: ~ UJ "'- Z 
Awash International Bank , x , , x , 

2 Abyssinia Bank , x , , x , 
3 Cooperative Bank ofOromia , x , , x x 
4 Orom ia Intemational Bank , x , , x x 
5 Nib Intemat ional Bank , x , , x , 
6 Lion International Bank , x , , x x 
7 Wegagen Bank , x , , x , 
8 Dashen Bank , x , x x x 
9 Zemen Bank ~ x -J -J x x 
10 United Bank -J x -J -J x -J 
II Lion Insu rance x x -J -J x x 
12 Nib Insurance .J x .J .J x .J 
13 Nile Insurance x x .J x x .J 
14 Awash Insurance x x .J .J x .J 
15 United Insurance x x .J .J -I 
I . Globallnsll r3nce x x -J x x -J 
17 Yctebaberut Petroleum S.C x x -I x x x 
% or co mp anies that meet 64 0 100 76 0 7. 
s pecific r equire ments 

" e 
~ 

1:-
0 

tl 

"'~ .~ .= Vl 
0'" 
"'~ , , 
x , , , 
~ 

~ 

-J , 
.J 

.J 

.J 

.J , 
-I 

-I 

94 

i , 

Chan:l stock exchange 

Table -'I 5 Analysis orGhana stock exchange qU<l l1lUative rcqlllrc mcnts 
S' I- Et h iop i:1I1 C01l1panic~ 
N 

'~ J Awash International Bank 

2 Abyssinia Bank 

----~ 

Gh :U1:1 ~tock exc han ge listinp. requin'lll enl< 
, (AI! arc m in imuTll requirem ents ) 

~ " ' " 0 
. , ;9 " 0 ~ V> , .., 

1:-'" ~ " 2- i :. ~ : . ..£:: 

!5 • :a 0 , ~ 

: .c... 
. ~ 

~, ~ ,· tE " • II ~J ~ e 
"'-rr R I' ,--- ,--, 

I" F R 
'" 

\ 

1 - T~'-~ ~--- - r , ---_._._. 3 Cooperative Bank ofOrom ia I .J I.J i 

4 Oromin International Bank !' I .J ,~ :V x I 
_ 5 I Ni b International Bank R R 1-1 I ' 

R -I , x i ~ _ Lio~ :te~ationa~an_k __ , ~~ 
~ ~ fWcgagen Bank ~ I .J I" T------, 
8 I Dashen Bank ' , I ' J! X~' ---------, : I Zemen Bao, Tr t OJ ! OJ 1 ' 

10 _Un;ted~~~ _____ L~--- ~ l ~ _J:_ 
Il f Lionlnsurancc ! v oJ I" 1 ,/ 

12 Nib Insurance , , - ~~-~ " - , OJ I " 
--I" -r-j-x- '-1 
-'---'T - , OJ OJ ~ -r n

--

~.-- ... _---
13 ' Nile Insur<lncc ----_._---
I • A wash J nsurance 

IS United Insurance 

1 (i " GTobal-lns~~rlce 

17 i Yelebabcru\ P~t-~Ieum 
% of tomp;1nies that Illeet 
s pecific rcqllirernel1t ~ 

-oJ r-rr .J 
-'-, '~-r-' ;r--', ---~~-~ 

I 

r ,,~ 'P'T ' .J 

100 ' 100 82 82 
I 

----,------------------~ 



Kenya s tock exc hange 

" 

Malawi stoc k exchange 

Table 4.7 Analysis of Malawi stock exchange quant itative requirements r ~ 1 E lhiopiSi n Com pani es t ",,_._ .. . , _'h'. --

Awash International B~-

' 2 , !A byssinia Bank 

3 Cooperat ive Ban k orOromia 

4 Oromia In.lemationaJ ljam:: 

5 Nib International Bank 

~lntematiomll Ba~ 
'" 7 Wegagcn R:mk 

l8_ Dasm::n Ul:I.l1l1. 
"",0 

19 Zcmen Bank 

r iO -United Daiik" -

II Lion Insurancc 

12 Nib Insurance 
_. - -

13 
I 

Nile Insurance 

, .. "." .... 'Ow ...... uchSi nge list in g requiremen ts 
(All a rc minimum req uirements) 

1 '1 I x x 

~~",ash lnsu"nce 
1-5 - li'"~t~d~u;;nce -

f' ,I ' ~- ;{'-"r,; 

,,' 



--- ---

Namibia stock cxc hllngc 

Table 4,8 Analysis of Namibia stock exchange quantitative requirements 
S. I Elh iopi~ n ComptlnieS -_._[ N amibia stock exchange listing req uiremcn''',-----, 
N (All are minimum requirements ) 

,. 
}, 

" 

'" a 
Awash International Bank---

• . = I!,'!:i.:- '..... ,~ .......... 
Cooperative Bank of oro~ I :c 

;7~;:~~:~~n:ank ' -~-' ~;---'~ r;=i-, "~"." . .,.,""" -.. ".~-.. , . .,.,~-.c...J1"'J~""~~~ 

7 
--""--" ........ ~ 
Wegagen Bank 

8 ":1. Dut.en BMk-'----- -

~J z1men BRnk 

+,,,,·,,·J 'J .. :9' 1 , _' . _ . '~"~"""TV"--' ---i'-"):- __ I '_.~ ·-'-I> _"~l~' , ~~+' _._ J I )( .. , -

1 j 'I'.... ' I ~ I ~nil~ ~;";k -
lit Lion ~~.U~H:e._ 
1' 12 . ' Nibln$urnnee 

[[

3 Nile Insurance , 
14 ' -Awash Insurance 

I's .. U~;;'d ;"'''''' 
;-16 'j Global lnsum;]ce 
, -1-- - -- .. -
I 17 I Yc:lcbaiJerul Pctrokurn S,C ___ L __ _ 

./. or companies Ihlll meet specific 
I r~uircments 

, "-" r -- ' , 1 r <-- .. -.' 
, 1 , . I ' . -~-l ---r' .j -- rl" ~~tx·---

i I 
.J I " 

-q --­
, ,,--
r ---,x -_. 
, 
100 

1-' 
-" 17-

._~ _. ___ .L' Ir ---' , 
. +, ­, 

80 

I 

---f~~ 
__ ..,I ' noo -

I 
xiii 

Nige ri'l stoc k cHhllngr 

Table 4.9l\nalysts ofNigcna stock exchange qUtllllilalivc rcqUlrcl1lclll~ 
S. - E th~pian C~mp:lnics ' - Nige ria stock ~~h ;;-\gc listing -
N requ ir eme nts 

(A ll arc minimum rcqllircn"'~,"~I~.,~)c-__ 
f r-'-- I 

I ~ 
~ 

b 
:E§' 
~] 

. ", ~ 

I _~- - A~~h-In~~~a~i~:~l B_~: ~ ~ 
2 'f 'Abyssi nia Bank ::j 
-.~- .- -. - ...,...... 

I 3 I Cooperative Bank ofOromio. x 

4 Orom in I ntcmational Bank x 

5 Nib International Bank ..J 

6 Lion International Bank x 

7 Wegagcn Bank 

8 ---n:'l~hc~ B;;;r- -- .-
9 Zcm cn Bank 

10 United Bank 

11 Lion insu rance 

12 Nib Insurance 

13 Ni le Insurance 

14 Awash Insurance 

15 . Uni ted Insurance 
.. -~-

16 Global Insurance 

17 Yctebaberut Petroleum S.C 

% of co mpanies that fIleet 
spcciric requirements 

~ 

~ 

, 
~ 

~ 

~ 

.,J 

~ 

.,J 

, 
64 

::!. 

1i 
ii: 
o 

::a 
if 
~ 

o ·I. ~ ~ : ' !:!:: 
..... ~ ' ~ '- ' 

o e ~ • 0 • ('3 ", . .., . o.£: ..... u 
Z '" Lt.. >. ~ , , 
-~ .. t~ -, 

, x 

r4-T--~~ 
--~ Ix . . ~ i ~ 

, ~j ~ '. ,.,. ( ~ f 

~ , ~ 

·,----T 
~ ~ 

~ --'-'--, x 

.,J 

.,J 

~ 

.,J 

~ 

, 
.,J.------' " 

.J ! x 
- --.--> 

100 I 76 

, x 

I ' --+-x--
I .'>; 

, 
, 
, 
, 
, 
, 
x 

, 
o 

){ iv 



So uth t\fric:. s tock 

" 

T:lln:a nia stock cxch:.ngr 

Table 4.11 Analysis of Tanzania stock exchange quantitative requirements 

rS'- fEthiop i a n-C~p~-;;;~ . . - - T:l~7.an i a stock exchange lis ti ng requirements 
N I I (All are minimum req uirem en ts) 

j Awash International Bank L _ _____ .. _ 
2 ! Abyssinia Bank 

3 1 Cooperative Bank of Qrotnm 

4 I Oromia intemaliomll Bank 

;;;;-
'" 2-
E 
'0. 
U 

.J 

, ~ .. &:;,." . , 

'''-i ~ 

t ll ' b I ~ I, :g ~ I <: 

~ ~ . ] It I ;§ 
~ ~ ~ ~ . ~ 
L:... <1.1 ; 0_ d_ 

.~ '0 E ': ~ 
:g d , 8. z2. 

il 
~ 
~ 
'" c 
'E 
8. 
" '" , 

~ 

E 
~ 

o 
N 

~ 

"' • ~ Ie 
e ~ 
~ '" 
.J f f --I .? i .J 

r-'T"\r-;-..J~--x- --r 
-I _.J , -r.J' _ c.J , -I 

.J " .+:r i .J x x 

5 j Nib International Bank 
_ .. ,-,f-. .. -- -- --
6 j Lion International Bank 

",/ 

.J 

.J 

' .J 
--..r 

.J .J h i.J 

.J -"l~ 
/ ' .~.J 

x 

x 

-J 
r ---

7 ! WegaBcll Bank 
--.1---

8 Dashcn Bank 

9 Zcmcn Bank 

10 t United BaTi""k·-
11 Lion Insurance 

12 : Nib Insurance 

13 Nile Insurance 

14 Awash Insurance 

15 United Insurance 

16 Global Insurance 

.J 

.J 

.J 
--- ,-- ,[ 

.J 

.J 
-I 

.J 

-J 

-I 
17 Yetchnnerut Pctroleum S.C -J 

-I 

.J 

.J 
'.J 

.J 

.J 

.J 

-I 

.J 

-I 
-J 

x i .J 
x 1'1 i'I- x 

.J 
x 

x 

x i ' 
----'-t-:J 

x i -I -J 
,,- h---r 
x 

x 
x 

, .J 

", 
-J 

-J 

.J 
-J 

, 
x 

x 

x 

x 

x 

, 
, 
x 

% of comranies tha t meet 
specific requirement s 

100 100 47 100 100 o 

.J 

.J , ,-
.J 

.J 
, I 

.J 
, 
.J 

94 

'" 



Tlln i .~i ~ slock cx chanl!c 

Table 4. 12 AnalysIs of Tunisia stock exchange quanti tat ive req uirements r.o - -= - -.. - " 
Tunisia stock ~x chllnge listi ng reqUiremen l~ 

S. Ethiopilln Co mpa ni es 
N (A lI ll r t mini mum requirements ) 

' :t::1 I :' ' ,'~' " '" " ~> '" " , ' t >it ~ .g. "ii " 
'3 1 d' .~ ' ::.. I iA" : , , ~ ~ , , ,'5 I " 

2. ,r , 3 ~ L ~ ~ 
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I ' I '" ,-
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i 4 ~ Oromialhl temational Bank , ',, ~ ~f~~ ,~~::. I ~, ' I" " '-t, '. ,« .'''. , , ...... 0 , ., 
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~--i', "- " ~" I ;; t -
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Za mbia s lock exchllnge 

Table 4 , 14 Analysis of Zambia stock exchange quantitative requirements 
S. Ethi opian Compan ies Zambia s tock exc hange listing requirements 
N (All are minimum requirements) 
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Zimbahwe s toc k exchan~c 

Table 4 15 Analys ts of Zimbabwe stock exchange quanti tative rcqU! rclllent~ r S.- r Ethiopian Co~~~i-;;-'--- Zin~:thwe stock exchange li;ti ng req~!ircmcnl~ I N I (/\ II :lre minimum requiremen ts) 

I 

:;: 
2 , 
." I 

L' , 2 

f3 

I A~va~h Inlcrn;tTon:tI -B;;:;r--. 1~U.--'-L_ _._ 

I Abyssinia Bank 7 
j'C~pc rativ~ Bank~fOro~-~--.:r 

~rom. ia International Bank 

\~ib International Bank 

\.6. I L~~n I~tern~~~~l Bank ._==1: .. ~ 
I 7 Wesnsc:n Dank i v 

I 

IS-I Das"hen Bank I 'I . ,.._-. _.- - .-.-------1--
9 ~ Zcmcn Bank ! J 

iio I UniledB;'*------ -, -"-"I~ 

" Lion Insurance 

12 - Nib rnsura'~cc'-

13 Nik Insurance 

14 Awash Insurance 

" United !n~ur:tnee 

16 . Global Insurance 

17 \ Yelcbahcrul Pelrolculn S,C 

% of eO m ll:l nies th:lt meet speci fi c 
I requi re ments 

., 
r" ." 
" , 

'-" , 
i 100 

1 
g 
~ 
.~ 
g. 
1-
., 

--~'r 

I. 
x 

, 
, 
, 

" 
" 

8 u: 
~ 8. 

u ~ ~ ~ ~ 
:E I ~e :§g 
;::l ~E ;::l ;... 

'? --'i'-I - "'_. L1 "'---
v v I ' '-1T ----1'-
" I " -i f 
; I ~ =kr=-1 

~ T­
I, --IT , .. r 

--_.; ~--... rx 
.... ' --rJ ------tT I . 

. ~ \1 

., -:-+;r , [_.--::r 
-I-, 

, 

, 

17 

-[ .J 
- ,J 

f, 
_J I , 

r:o
o 

l ,,, i ,I' 

-J , I 

! 76 [82 

" 



Sta tement of' Declaration 

I, Abera Bayisasahu Nade, have carried out independently a resea rch work on "Can 

Ethiopian companies meet the listing requirements of Afri can stoc k exchanges"" in 

pal1ial fulfillment of the req uirement of the M.sc program in Accou nting and Finance 

with the gu idance and support of the research advisor. 

This study is my own work that has not been submined for any degree or diploma 

program in this or any other instituti on. 

May, 201 I 

\ 

\ 


	MX-M464N_20210510_152207
	MX-M464N_20210510_152344

