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Modeling the Relationship of Financial leverage, Size of Company to Ecomomic Value Added Using
Panel Data for the Period (2010-2019)
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Abstract: This study aims to determine the nature of the relationship between the economic value
added and the leverage (total debts to equity, effect leverage) and the size of the company and to
achieve for we used model Panel data for sample ten company in Algeria to test the indicated
relationship by using Eviews12.

The study concluded the fixed effects model is the appropriate model for determining the quality
of the relationship between the leverage, size of the company to economic value added the results
of the estimates that there is a positive relationship between the (LEV) and (EVA), and the inverse
relationship between effect leverage, size of the company and the economic value added.

Keywords: Economic Value Added; Financial Leverage; Size of The Company; Panel Data.
Jel Classification Codes : G32 ; Z23 ; H32 ; C33.
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0.760799 0.806187 0.759301 Adjusted R- squared
105.9591 35.31683 105.1006 F statistic
0.000000 0.000000 0.000000 Prop (F statistic)
1.206548 1.523881 1.132621 D. W
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EVA =5328865070.78 +65775621.61 LEV, — 658799687.01 ELEV,
245531525.47 SIZE,,

(3.198495) (3.542242) (-9.986822,) (-3.172109)
R? = 0.829680 R? =0.806187 N-10 T-10
F-35.31683 Prob = 0.00000
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Variance Inflation Factors
Date: 01/25/21 Time: 15:34
Sample: 2010 2019
Included observations: 100

Coefficient Uncentered  Centered

Variable Variance VIF VIF

C 1.53E+17 169.9152 NA
LEV 2.79E+14 2.633473 1.707692
ELEV 4.05E+15 1.756199 1.707933
SIZE 3.31E+14 172.0470 1.014674
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Variance Inflation Factors
Date: 01/25/21 Time: 15:34
Sample: 2010 2019
Included observations: 100

Coefficient Uncentered Centered
Variable Variance VIF VIF
C 2.78E+18 3828.178 NA
LEV 3.45E+14 3.540556 2.117640
ELEV 4.35E+15 2.176786 2.112357
SIZE 5.99E+15 3850.730 1.021178
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Variance Inflation Factors
Date: 01/25/21 Time: 15:35
Sample: 2010 2019
Included observations: 100

Coefficient Uncentered Centered
Variable  Variance VIF VIF
C 2.42E+17 162.3084 NA
LEV 2.72E+14 2.410582 1.865199
ELEV 3.70E+15 1.891252 1.864650
SIZE 5.22E+14 163.9023 1.012109
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Variable

ELEV

LEV1

SIZE

C

Root MSE
Mean dependent var
S.D. dependent var
Akaike info criterion

Schwarz criterion

Hannan-Quinn criter.

Durbin-Watson stat

Variable
ELEV
LEV1
SIZE

C

Root MSE

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat
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Dependent Variable: EVA
Method: Panel Least Squares
Date: 05/05/22 Time: 15:37

Sample: 2010 2019
Periods included: 10

Cross-sections included: 10

Coefficient
-7 45E+08
41448913
60481659
-1.23E+09
2.94E+08
74638457
6.12E+08
41.91618
42.02039
41.95836
1.132621

Total panel (balanced) observations: 1

Std. Error

63628404

16691569

18181517

3.91E+08
R -squared

00
t-Statistic
-11.71371
2.483225
3.326546
-3.132524

Adjusted R -squared

S.E. of regressio

n

Sum squared resid

Log likelihood
F-statistic
Prob(F-statistic)
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Dependent Variable: EVA
Method: Panel Least Squares
Date: 05/05/22 Time: 15:26

Sample: 2010 2019
Periods included: 10

Cross-sections included: 10

Total panel (balanced) observations:

Coefficient
-6.59E+08
65775622
-2.46E+08
5.33E+09

Std. Error
65966897
18568921
77403234
1.67E+09

Effects Specification

100
t-Statistic

-9.986822
3.542242

-3.172109
3.198495

Cross-section fixed (dummy variables,)

2.51E+08
74638457
6.12E+08
41.78109
42.11976
41.91816
1.523881

R -squared

Adjusted R -squared

S.E. of regression

Sum squared resid

Log likelihood
F-statistic
Prob(F-statistic)
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Prob.
0.0000
0.0148
0.0012
0.0023
0.766595
0.759301
3.00E+08
8.64E+18

-2091.809

105.1006
0.000000

Prob.

0.0000
0.0006
0.0021
0.0019

0.829680
0.806187
2.69E+08
6.31E+18
-2076.054
35.31683
0.000000
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Dependent Variable: EVA
Method: Panel EGLS (Cross-section random effects)
Date: 05/05/22 Time: 15:40
Sample: 2010 2019
Periods included: 10

Cross-sections included: 10

i1 gl O 1 3 48

Total panel (balanced) observations: 100

Swamy and Arora estimator of component variances

Variable Coeflicient Std. Error t-Statistic Prob.
ELEV -7.19E+08 60818019  -11.82204 0.0000
LEV1 48232772 16494119 2.924241 0.0043
SIZE 46211342 22844090 2.022901 0.0459
C -9.32E+08 4.92E+08  -1.893040 0.0614
Effects Specification
S.D. Rho
Cross-section random 87609188 0.0957
Idiosyncratic random 2.69E+08 0.9043
Weighted Statistics
Root MSE 2.83E+08 R-squared 0.768047
Mean dependent var 52021327 Adjusted R -squared 0.760799
S.D. dependent var 5.91E+08 S.E. of regression 2.89E+08
Sum squared resid 8.01E+18  F-statistic 105.9591
Durbin-Watson stat 1.206548  Prob(F-statistic) 0.000000
Unweighted Statistics
R -squared 0.764780 Mean dependent var 74638457
Sum squared resid 8.71E+18 Durbin-Watson stat 1.109835
Eviews 1242, o> 2 : il
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Redundant Fixed Eftects Tests
Equation: EQO02
Test cross-section fixed effects
Effects Test Statistic d.f. Prob.
Cross-section F 3.580427 9,87 0.0008
Cross-section Chi-square 31.509465 9 0.0002
Eviews 1242, o> 2 : il
Hausman) Lz @il 1 (5) o8y dgir
Correlated Random Effects - Hausman Test
Equation: EQO3
Test cross-section random effects
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 17.519730 3 0.0006
Cross-section random effects test comparisons:

Variable Fixed Random VarDiff. Prob.
LEV1 65775621.609428 48232772.165204 72748883608795.248  0.0397
ELEV -658799687.015261 -718993277.148022 652800067650390.00  0.0185
SIZE -245531525.466504 46211341.667562 5469408125576020.0  0.0001
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(Q-Staty jut : (1) by JS&
Drate: OZ2/04/22 Time: 1426
Sample:; 2010 2019
Included cbservations: 100
Autocorrelaticon Fartial Correlation A Pz D-Stat Prob
LI LI | o175 0175 21410 007G
L | g 2 -011F -0.153 4 5F 51 o102
g g 2 0147 -0.102 G.82552 o.o7FF
g g o 4 -0.099 -0.074 TF.90332 o o095
1 1 1 1 5 o012 o019 F.A2TE o160
g = 6 -0.109 -0 162 9. 2321 o 161
L L ¥ 0119 -0.096 10779 o 149
g o L | 8 -0.075 -0.085 11207 o180
L | g o 9 -0.025 -0.065 11. 479 0. 244
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