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Abstract:

This paper examining what ratios can determine financial performance of
Algerian private companies. The sample for the study consists of forty-five (45)
Algerian private companies are evaluated by panel regression Tobit model
covering the period of 2013-2018. Return on Equity (ROE) and Return on Assets
(ROA) are chosen as financial performance indicators, while Total debt (DT),
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Tangibility (Tang), size of companies (Size), liquidity (LIQ) and activity area
(SA) are used as explanatory variables. The panel regression results show Total
debt has a significant negative effect on the financial performance measured by
Return on Equity and Return on Assets, Size of companies has a significant
positive relationship with the financial performance measured Return on Assets
but had insignificantly positive effect on ROE while liquidity has a positive effect
on the financial performance measured by ROE.
Keywords: financial performance, Return on Assets, Return on Equity, Total
debt, Tobit model, panel.
Jel Classification Codes: B23, C23, G32.
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xtreg ROA DT
note:

01.&% é’dl\

Tang LIQ Size sA, fe

SA omitted because of collinearity

e 7

Fixed-effects (within) regression Number of obs = 270
Group variable: socC Number of groups = 45
R-sq: within = 0.1759 Obs per group: min = 6
between = 0.0054 avg = 6.0
overall = 0.0130 max = 6
F(4,221) = 11.80
corrCu_i, Xb) = -0.8519 Prob > F = 0.0000
ROA Coef. std. Err. t P>|t]| [95% Cconf. Intervall]
DT -.179197 .0446398 -4.01 0.000 -.2671711 -.0912229
Tang .0264821 .0727804 0.36 0.716 -.1169503 .1699145
LIQ -.0437346 .0542988 -0.81 0.421 -.1507444 .0632751
Size .1486491 .0290358 5.12 0.000 .0914266 .2058715
SA Comitted)
_cons -1.217935 .270292 -4.51 0.000 -1.750614 -.6852551
sigma_u .14335748
sigma_e .06744226
rho .81878527 (fraction of variance due to u_i)
F test that all u_i=0: F(44, 221) = 6.37 Prob > F = 0.0000
estimates store fixed
Xxtreg ROA DT Tang LIQ Size SA,re
Random-effects GLS regression Number of obs = 270
Group variable: socC Number of groups = 45
R-sq: within = 0.1293 Obs per group: min = 6
between = 0.0933 avg = 6.0
overall = 0.0793 max = 6
Random effects u_i ~ Gaussian wald chi2(5) = 24 .54
corrCu_i, X)) = 0 (assumed) Prob > chi2 = 0.0002
ROA Coef. std. Err. z P>|z]| [95% Conf. Intervall]
DT -.1200325 .0328553 -3.65 0.000 -.1844278 -.0556373
Tang -.037185 .0469394 -0.79 0.428 -.1291845 .0548145
LIQ .0147377 .0408099 0.36 0.718 -.0652482 .0947235
Size .0340293 .0136083 2.50 0.012 .0073575 .0607012
SA -.0404678 .0249237 -1.62 0.104 -.0893173 .0083817
_cons -.1705528 .1243828 -1.37 0.170 -.4143387 .073233
sigma_u .0633182
sigma_e .06744226
rho .46849236 (fraction of variance due to u_i)
estimates store random
hausman fixed random
Coefficients
(b> B) (b-B) sqrt(diag(v_b-Vv_B))
fixed random Difference S.E.
DT -.179197 -.1200325 -.0591644 .0302198
Tang .0264821 -.037185 .0636671 .0556209
LIQ -.0437346 .0147377 -.0584723 .0358179
Size .1486491 .0340293 .1146197 .0256494
b = 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(4)

Prob>chi2 0.0000
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xttobit ROA DT

Obtaining starting

Size LIQ SA

02 Pé) d#nlL\

, 11(¢-1> ul(1)

values for full model:

Iteration O: Tog likelihood = 292.56065
Iteration 1: Tog likelihood = 294.87127
Iteration 2: Tog likelihood = 294.95328
Iteration 3: Tog likelihood = 294.95399
Iteration 4: Tog likelihood = 294.95399
Fitting full model:
Iteration O: Tog likelihood = 294.95399
Iteration 1: Tog 1ikelihood = 294 .95399 (backed up)
Random-effects tobit regression Number of obs = 270
Group variable: soc Number of groups = 45
Random effects u_i ~ Gaussian Obs per group: min = 6
avg = 6.0
max = 6
wald chi2(4) = 20.88
Log 1ikelihood = 294.95399 Prob > chi2 = 0.0003
ROA Coef. std. Err. z P>|z| [95% conf. Intervall]
DT -.1217841 .0325103 -3.75 0.000 -.1855031 -.0580651
Size .0318944 .0143414 2.22 0.026 .0037858 -0600031
LIQ .0251802 .0393785 0.64 0.523 -.0520003 -1023606
SA -.0434176 .0238905 -1.82 0.069 -.090242 .0034069
_cons -.1595904 .1297723 -1.23 0.219 -.4139394 .0947587
/sigma_u .0633329 .0091317 6.94 0.000 .045435 .0812307
/sigma_e .0699857 .0033863 20.67 0.000 .0633487 .0766228
rho .4502221 .079076 .302702 .6050515
Observation summary: (o] left-censored observations
270 uncensored observations
O right-censored observations
Random-effects tobit regression Number of obs = 270
Group variable: socC Number of groups = 45
Random effects u_i ~ Gaussian Obs per group: min = 6
avg = 6.0
max = 6
wald chi2(5) = 47 .37
Log likelihood = 138.01876 Prob > chi2 = 0.0000
ROE Coef. std. Err. z P>|z]| [95% Cconf. Interval]
DT -.315249 .0511118 -6.17 0.000 -.4154263 -.2150718
Size .0176653 .0202388 0.87 0.383 -.0220021 .0573328
LIQ .10595 .063866 1.66 0.097 -.0192251 .2311251
SA -.0273498 .0342137 -0.80 0.424 -.0944073 .0397078
Tang -.0951121 .0710319 -1.34 0.181 -.2343321 .0441079
_cons .1000575 .1843744 0.54 0.587 -.2613097 .4614247
/sigma_u .0820217 .0128883 6.36 0.000 .0567611 .1072822
/sigma_e .129778 .0061898 20.97 0.000 .1176461 .1419099
rho .2854301 .0698895 .1660299 .4350242

Observation summary:

0 Tleft-censored observations
uncensored observations
1 right-censored observation

269
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