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Impact of the Financial Leverage on the Financial Performance
Of the Algerian economic Institutions.

A sample Study of Algerian economic Institutions during
The period 2014 to 2017
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Abstract : This study aims to highlight the extent of the impact of the financial leverage policy on the
financial performance of Algerian economic institutions, by analyzing the relationship between the
dependent variable represented in the return on assets (ROA) and the independent variables
represented in: size, liquidity, guarantees, debt, tax. The sample included 30 Algerian economic
institution during the period from 2014 to 2017.

In order to meet the goal of the study, we modeled the phenomenon by relying on the Tobit model,
which represents a linear regression model for the variables confined under Panel data, and among the
important results reached is strong direct correlation relationship with statistical significance between
the variable of size and the financial performance, while there is an inverse correlation with statistical
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significance between the variables of debt, tax and financial performance. As for the variable of
liquidity and guarantees, they had no statistical significance.

Keywords: financial performance, economic institutions, financial leverage, Panel data, Tobit model.
JEL Classification Cods: L25, G32, H63, L32
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. Xtreg roa ac dmt imp Tliquidite sizel, fe
Fixed-effects (within) regression Number of obs = 120
Group variable: entreprises Number of groups = 30
R—-sq: within = 0.1794 Obs per group: min = 4
between = 0.0086 avg = 4.0
overall = 0.0389 max = 4
F(5,85) = 3.72
corrCu_i, Xb) = -0.4471 Prob > F = 0.0043
roa Coef. std. Err. t P>|t]| [95% conf. Intervall]
ac —-.2029819 .6646905 -0.31 0.761 -1.524565 1.118601
dmt -1.978404 6012616 -3.29 0.001 -3.173873 -.7829346
imp -.0785298 0529692 -1.48 0.142 -.1838468 .0267871
Tiquidite —-.2738562 7743372 -0.35 0.724 -1.813446 1.265734
sizel .2894376 193632 1.49 0.139 —-.0955548 .67443
_cons -2.028955 1.93786 -1.05 0.298 -5.881939 1.82403
sigma_u .34837121
sigma_e .28438146
rho .60010536 (fraction of variance due to u_1i)
F test that all u_i=0: F(29, 85) = 3.94 Prob > F = 0.0000

D el dlas /2
el BV 2356

. Xtreg roa ac dmt imp lTiquidite sizel, fe
Fixed-effects (within) regression Number of obs = 120
Group variable: entreprises Number of groups = 30
R—-sq: within = 0.1794 Obs per group: min = 4
between = 0.0086 avg = 4.0
overall = 0.0389 max = 4
FC5,85) = 3.72
corrCu_i, Xb) = -0.4471 Prob > F = 0.0043
roa Ccoef. std. Err. P>|t]| [95% conf. Interwvall]
ac —-.2029819 -.6646905 O0.31 0.761 -1.524565 1.118601
dmt -1.978404 6012616 3.29 0.001 -3.173873 —-.7829346
imp —-.0785298 0529692 -1.48 0.142 —.1838468 0267871
Tiquidite —-.2738562 .7743372 -0.35 0.724 -1.813446 1.265734
sizel .2894376 193632 1.49 0.139 —.0955548 .67443
_cons —-2.028955 1.93786 -1.0 0.298 -5.881939 1.82403
sigma_u -34837121
sigma_e .28438146
rho .60010536 (fraction of variance due to u_i)D
F test that all u_i=0: FC(29, 85) = 3.94 Prob > F = 0.0000
. estimates store fixed
. Xtreg roa ac dmt imp lTiquidite sizel,re
Random-effects GLS regression Number of obs = 120
Group variable: entreprises Number of groups = 30
R—-sq: within = 0.1338 Obs per group: min = 4
between = 0.0976 avg = 4.0
overall = 0.1071 max = 4
Random effects u_i ~ Gaussian wald chi2(5) = 15.24
corrCu_i, XD = O (Cassumed) Prob > chi2 = 0.0094
roa coef. std. Err. z P>|z| [95% conf. Intervall]
ac .8212662 -.5733741 1.43 0.152 -—.3025265 1.945059
dmt -1.266583 .4855338 -2.61 0.009 —-2.218211 —.3149539
imp -.0698452 0545813 -1.28 0.201 —-.1768225 0371321
Tiquidite .8775155 .5474342 1.60 0.109 —.1954357 1.950467
sizel .1447543 .1109864 1.30 0.192 -.0727751 .3622837
_cons -1.766728 1.238559 -1.43 0.154 —4.194259 .6608034
sdigma_u .22515078
sigma_e .28438146
rho .38530465 (fraction of wvariance due to u_i)

. estimates store random

hausman fixed random

Coefficients
Cb> cBD Cb-BD sqrt(diagdv_b-Vv_BD))D
fixed random Difference S.E.
ac -.2029819 .8212662 —-1.024248 -.3362373
dmt -1.978404 -1.266583 —.7118212 -.3546442
imp -.0785298 -.0698452 -.0086846 -
THiquidite —.2738562 .8775155 —-1.151372 .5476439
sizel .2894376 .1447543 -1446833 -1586675
= consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho : difference in coefficients not systematic

chi2(5) Cb-B) "[(V_b-Vv_BX)A(C-1D]1Cb-BD
17.38

0.0038
not positive definite)

Prob>chi2
(v_b-V_B is
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tobit 734

. Xttobit roa dmt imp sizel, T1COD> uldld

Obtaining starting values for full model:
Iteration O: Tog likelihood = —-42.35552
Iteration 1: Tog l1ikelihood = —-41.002768
Iteration 2: Tog l1ikelihood = —-40.951432
Iteration 3: Tog 1Tikelihood = -40.951317
Fitting ful mode’l
Iteration O: Tlog l1likelihood = -11.065107 C(not concave)
Iteration 1: Tog T1likelihood = 15.680701
Iteration 2: Tog 1Tikelihood = 20.765087
Iteration 3: Tog 1likelihood = 20.885669
Iteration 4: Tog likelihood = 20.886351
Iteration 5: Tog lTikelihood = 20.886352
Random—-effects tobit regression Number of obs = 120
Group variable: entreprises Number of groups = 30
Random effects u_i ~ Gaussian Obs per group: min = a
avg = 4.0
max = a4
wald chi2(3D = 28.24
Log likelihood = 20.886352 Prob > chiZ2 = O .0000
roa coef . std. Err. =z P>|=| [952% conf. Interwvall]
dmt - .8389997 -.2485032 -3.38 O0.001L -—1.326057 —.3519424
imp - .0461769 -0250004 —-1.85 O0.065 —.0951768 -002823
sizel .216743 .0703677 3.08 O0.002 -0788247 .3546612
_—_cons -1.680628 -6755491 —-2.49 0.013 —3.004679 —.3565758
/sigma_u -2013967 .0309126 6.52 O .000 -140809 -2619843
/sigma_e -1337423 -.010641 12.57 O .00o0 -1128864 -1545982
rho -6939653 -0751518 -5347617 -8230363

Observation observations
observations

observations

7 Teft-censored
109 uncensored
4 right—-censored

summary :

2 5 sl
- (Breusch-pagan test) zl,¥ Caslias jlast /1
* Breush-Pagan LM test for random sffscts versus OLS
quietly xtreg roa dmt imp sl, re
xttest0
Breusch and Pagan Lagrangian multiplier test for random effects
roa[count, t]

= Xb + uf[count] + e[count,t]

Estimated results:

Var sd = sqrt (Var)
roa .1585782 .3982188
e .079137 .2813129
u .074941 .2737535
Test: Var(u) = 0
chibar2(01) = 35.83
Prob > chibar2 = 0.0000
b saadl las -2
. Vce,corr

Correlation matrix of coefficients of regress model

27. 28. 29. 30.
e (V) count count count count _cons
27.count 1.0000
28.count 0.9678 1.0000
29.count 0.5916 0.3696 1.0000
30.count 0.9727 0.8830 0.7626 1.0000
_cons -0.9769 -0.8918 -0.7498  -0.9997 1.0000
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