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“It takes 20 years to build a reputation and five minutes
to ruin it. If you think about that, you'll do things differently”

Warren Buffett
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Abstract

The main goal of this study was to examine the potential impact of the determinants of
financial structure on corporate financial performance, based on a sample of 400 Algerian
corporations located in private and public sectors during the period between (2013-2019.This
study used a set of several independent and dependent variables, where the independent
variables include the size, age, liquidity, growth, and tangible assets (i.e., tangibility), and the
dependent variables include net profit margin (NPM) and return on assets (ROA).

Through this study, we confirmed the validity of the hypotheses by constructing two (2)
econometric models: (1) For the Algerian corporations within the private sector; (2) For the
Algerian corporations within the public sector. After using the system GMM, the findings of
our study concluded that there are three key determinants of the financial performance that
influence (i.e., with different degrees of impact) the financial performance of the Algerian
corporations within the private and public sectors. We found size, liquidity, and growth of
corporations directly affects the financial performance expressed by the net profit margin and
the return on assets. On the other hand, we observed the same effect between these three
determinants and the financial performance in the public sector; but, this time, the net profit
margin has only a significant relation with only liquidity and growth.

By the end of this study, we recommend several important recommendations for future
studies, such as the importance of conducting more empirical studies on this subject in
Algeria using different variables or measuring methods, then comparing the obtained results
with the outcomes of this study. Moreover, the importance of conducting new empirical
studies using different types of data (e.g., Time-series and Panel data) and various estimation
techniques in the same research within Algeria.

Keywords: Determinants of Financial Structure; Corporate Financial Performance; Algerian
Corporations; Panel Data; System GMM.
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ROA Return On Equity

ROA Return On Assets

GPM Gross Profit Margin

NPM Net Profit Margin

ROC Return On Capital

WACC Weighted Average Cost of Capital
EBIT Earnings Before Interest and Taxes
DFL Degree of Financial Leverage
EPS Earnings Per Share

CAPM Capital Assets Pricing Model
NPV Net Present Value

IPO Initial Public Offering

EVA Economic Value Added

MVA Market Value Added

CFROI Cash Flow Return On Investment
RONA Return On Net Assets

ROS Return On Sales

NOPAT Net Operating Profit After Tax
SVA Shareholder Value Added

EM Economic Margin

CVA Cash Value Added

IRR Internal Rate of Return

VBM Value Based Managements
FASB Financial Accounting Standards Board
BCG Boston Consulting Group

CTM Credit Transition Matrix

BLUE Best Linear Unbiased Estimator
POLS Pooled Ordinary Least Square
FEM Fixed Effect Model

REM Rendom Effect Model

GMM Generalized Method of Moments
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1 Nacer-Eddine Sadi, La privatisation des entreprises publiques en Algerie : Objectifs, modalités et enjeux,
2¢me Edition, Office des Publications Universitaires, Alger, Algérie, 2006, p. 24.
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3Mohamed E. Benissad, Economie du développement de I’Algérie (1962-78) : Sous-développement et
socialisme, 1¢" Edition, Economica, Paris, France, 1979, p. 19.

4 Ibid., p. 20.
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1 Michel Rapits, Le dossier de I'autogestion en Algérie, Autogestion : études, débats, documents, No. 03, 1967,
pp. 93-95.
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3 Yves Sartan, Op. Cit., p. 82.
4 Robert Jaulin et al., Les problémes de I’autogestion dans les grandes fermes algériennes en 1963,
Autogestion : études, débats, documents, No. 02, 1967, p. 42.
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1 Djurdjevac Veselin, Etude comparative de trois expériences de gestion des entreprises publiques :
algérienne, francaise et yougoslave, Revue d’études comparatives Est-Ouest, Vol. 15, No. 02, 1984, p. 66.

2 Mohamed Bouhezza, La privatisation de P’entreprise publique algérienne et le réle de I'état dans ce
processus, Revue des Sciences Economigues et de Gestion, Vol. 03, No. 03, 2004, p. 80.
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1°" Edition, Office des Publications Universitaires, Alger, 1984, p. 48.
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! Djurdjevac Veselin, Op. Cit., p. 77.

2 lbidem.

3 Rabah N. Saadi, Ahmed Mahiou, La gestion socialiste des entreprises en Algérie, 1° Edition, Office des
Publications Universitaires, Alger, 1984, pp. 38-40.
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I’industrialisation, 1°" Edition, Editions Anthropos, Paris, France, 1981, p. 30.
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1 James C. Van Horne, John M. Wachowicz, Op. Cit., p. 423.
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! Eugene F. Brigham, Joel F. Houston, Fundamentals of Financial Management, 15" Edition, Cengage
Learning, Boston, United States of America, 2019, p. 485.

2 Stanley B. Block, Geoffrey A. Hirt, Bartley R. Danielsen, Foundations of Financial Management, 7%
Edition, McGraw Hill, New York, United States of America, 2017, p. 135.

% 1bid., p. 137.
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States of America, 2003, p. 308.
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! Baker K. H, Powell G. Gray, Understanding financial management: A practical guide, 1% Edition,
Blackwell Publishing, Oxford, United Kingdom, 2005, p. 356.
2 Javier Estrada, The financial times guide to understanding finance: A no-nonsense companion to financial
tools and techniques, 2" Edition, Pearson Education Limited, Harlow, United Kingdom, 2011, p. 67.
% Shannon P. Pratt, Roger J. Grabowski, Cost of Capital: Applications and Examples, 5" Edition, John Wiley
& Sons, New Jersey, United States of America, 2014, p. 191.
4 Glen Arnold, Corporate Financial Management, 5" Edition, Pearson Education Limited, Harlow, United
Kingdom, 2013, p. 700.
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¢ David Whitehurst, Op. Cit., p. 310.
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! Shannon P. Pratt, Cost of Capital: Estimations and Applications, 2" Edition, John Wiley & Sons, New
Jersey, United States of America, 2002, pp. 75-76.
2 Glen Arnold, Op. Cit., p. 704.
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2 Prasanna Chandra, Fundamentals of Financial Management, 6" Edition, McGraw Hill Education, New
Delhi, India, 2014, p. 262.
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3 Richard A. Brealey, Stewart C. Myers, Alan J. Marcus, Op. Cit., p. 398.
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Source: Stephen A. Ross et al., Fundamentals of Corporate Finance, 10" Canadian
Edition, McGraw Hill Education, Toronto, Canada, 2019, p. 628.

! Stephen A. Ross et al., Fundamentals of Corporate Finance, 10 Canadian Edition, McGraw Hill Education,
Toronto, Canada, 2019, p. 627.
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2 1bid., p. 377.

3 Russell Davidson, James G. MacKinnon, Econometric Theory and Methods, Illustrated Edition, O0xford
University Press, Oxford, England, United Kingdom, 2003, pp. 301-302.

4 Badi H. Baltagi, Econometric Analysis of Panel Data, 3™ Edition, John Wiley & Sons, New Jersey, United
States of America, 2005, pp. 6-7.
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3 Hun M. Park, Practical Guides To Panel Data Modeling: A Step by Step Analysis Using Stata, Public
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L Andrew Levin et al., Unit root tests in panel data: asymptotic and finite-sample properties, Journal of
Econometrics, Vol.108, No.1, 2002.

2 Kyung S. Im et al., Testingfor unit roots in heterogeneous panels, Journal of Econometrics, Vol.115, No.1,
2003.
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P-value

T-statistic Jotals P-value T-statistic Jotal P-value T-statistic Jatals Azl O i

0.000 10.81 *0.251 0.000 10.62 *0.378 0.000 11.76 *0.183 Size
0.714 -0.37 -0.039 0.033 -2.14 **-0.316 0.033 2.14 **0.161 Age
0.000 6.25 *0.095 0.000 6.32 *0.111 0.000 5.13 *0.068 Liqui
0.000 7.40 *0.363 0.000 5.32 *0.264 0.000 11.60 *0.662 Growth
0.034 -2.12 **-0.169 0.011 -2.55 **-0.288 0.227 -1.21 -0.068 Tang
0.000 -9.26 *-2.191 0.000 -8.28 *-2.938 0.000 -11.69 *-1.865 C

1883 1883 1883 CIRENEATINTS

0.138 0.127 0.159 R?

0.0000 0.0000 0.0000 Prob>F
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P-value T-statistic Jotals P-value T-statistic Jotal P-value T-statistic Jatals Azl O i
0.000 11.18 *0.053 0.000 10.98 *0.086 0.000 12.32 *0.039 Size
0.845 -0.20 -0.04 0.335 -0.97 -0.32 0.744 0.33 0.005 Age
0.000 6.03 *0.019 0.000 4.56 *0.018 0.000 7.22 *0.021 Liqui
0.000 13.23 *0.141 0.000 11.84 *0.13 0.000 14.06 *0.164 Growth
0.157 -1.41 -0.023 0.002 -3.07 *-0.077 0.441 0.77 0.009 Tang
0.000 -9.45 *-0.457 0.000 -8.80 *-0.689 0.000 -11.21 *-0.365 C

1883 1883 1883 claalall sus
0.189 0.179 0.199 R
0.0000 0.0000 0.0000 Prob>F
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P-value Chi-Stat Y gy

0.000 148.802 Olegla jlus
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P-value Chi-Stat Y g

0.000 995.92 LM test

STATA L7 zaby Sl o slaxeVU LIl sl e -yl

o BT 29 (0.000) sy jlasy113b (P-value) sl acdl of LS (35) 43, Jsadt SO oo
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NPM=-2.938+0.378SIZE -0.316AGE +0.111LIQUI +0.264GROWTH -0.288TANG

Jyo el Jo Wil 736 2.3

S 35k ok gl L skl s e Jso¥1 ] e ) Al 3 il sl 35,4
o35t O L andls 525 1 L(36) o3, Jpid) (3 mose 52 LS Oletsn el b s anldl JBY1 m35ds aglpial
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P-value Chi-Stat e g

0.000 1.3000 ( Modified Wald Test ) J4abi Wiy jlas)
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P-value Chi-Stat Yl g

0.000 1.1000 ( Modified Wald Test ) Jiabi 4ty stas

STATA L7 meby Sl e slazeVWL LIl slael e 2 gkaald

Jse W Jla] e bl Zhgen ol ) BV 238 i of LS of K6 (39) o3 gl IS o0
o BT 29 (0.000) sobes Jaadi Aty jlasy (P-value) alla¥) il OF G ol O¥s ) 1St 0 e
Al b = slg) g (JUL 905
oo pladll 3 Aol dan I dakall) SULY #3U plusuinly Sl Gy BV L) 1IN ¢ 41

Bl 3l 0S5 Loie Bhaze b B0 BY1 238 ltie OF 3Sall Bl Bualail) UL p 23U 25
plasea) 1 JEsY) oz WU ods oo 3 ((OLS) Gall el Sl b ohiie o JUH ade oo LS (3508 (T)
£ @ Mheaall pysal) wa b dlanly il —Hansen jlesl daoly LasSo e ST g g- 2V ol
4(1998) Bond s Blundell >(1995) Bover 5 Arellano ¢*(1991) Bond 5 Arellano iawly s, ok

o5 Jse el e wldly Glall m )l roels (3 aliadl) ol pladll doldh) auhll 23U i Gl L
JSLal e e gl 3Ll sds ol O W) @ ) (SO sl angl) dabill SUL pp 23U b
2 psi ST el o) V) oy A0 deld) STl (ol T e g palsd) ot @) 2l
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Al 530 ou (Autocorrelation) 3 bLs V) dlas axly e -

1 Chirok Han, Peter C.B. Phillips, GMM estimation for dynamic panels with fixed effects and strong
instruments at unity, Econometric theory, Vol.26, No.1, 2010, p. 119.

2 Manuel Arellano, Stephen Bond, Some Tests of Specification for Panel Data: Monte Carlo Evidence and
an Application to Employment Equations, The Review of Economic Studies, Vol.58, No.2, 1991.

3 Manuel Areliano, Olympia Bover, Another look at the instrumental variable estimation of error-
components models, Journal of Econometrics, VVol.68, No.1, 1995.

4 Richard Blundell, Stephen Bond, Initial conditions and moment restrictions in dynamic panel data models,
Journal of Econometrics, Vol.87, No.1, 1998.

® David Roodman, How to do xtabond2: An introduction to difference and system GMM in Stata, The Stata
Journal, VVol.09, No.1, 2009, p. 86.
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NPM;; = a + B4SIZE;; + B,AGE;; + B5LIQUI; + B4,GROWTH;; + B5TANG;, + €

grad ASTLl sad) SN Wolae Ly 058 deaall popall allas ai b gl o Ll Ziged) puE s
t W S e mead (Instrumental Variables) aslgsY lad) Blo| 3 b e &S

NPM;; = BoNPM;;_; + B1SIZE;; + B,AGE;; + B3LIQUI; + B,GROWTH;; + BsTANG;; + d;
+ (1 + &)

NPMjp_q= t-1 elar) 376 ao (1) 31331 padll) ol puasll
dp= ) 378l (o 35V adll) (g)5al) il

Hi= oondl pdey ailasdl BV o i) 6T

A Y E

02 pladll — Gl el allas 4y b oty Ll mudl el 358 5. (40) o3y Jgur

System GMM  deaslt pgjalt allas &y b s
(Npm) Suall o )1 e pine
P-value T-statistic Jatal <l il
0.000 6.47 *0.479 Npm(-1)
0.000 4.51 *0.082 Size
0.207 1.26 0.09 Age
0.000 4.72 *0.042 Liqui
0.000 5.26 *0.375 Growth
0.301 1.04 0.063 Tang
0.000 -4.84 *-0.851 C
1614 Slaalidl sue
o Time Dommies
-4.49
(0.000) AR(1)
-0.45
(0.652) AR(2)
20.9
(0.389) Hansen test

2010 we AN 905 wae NS 01w VS il
STATA 17 zesly a2 e slexe ¥l LIl slasl e ol
Aol alizadl Sl e (3Ll )l tals) ) el il il mog ) (40) 3, Joad) S
(P-value) b1 aedll of L35 ((System GMM) daasll posall pllss 233 b 2ol ol L@l dulys 590
L)) 39y pas W (Ho) 2l 2oyl i Jbs Y05 @jgld o sinn 1 AR(2) asetdl Lt
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(R0A) Jge¥t Sl o Wi
P-value T-statistic Jotal <l ik
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0.000 5.26 *0.025 Size
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0.000 4.86 *0.016 Liqui
0.000 7.13 *0.157 Growth
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0.000 -4.55 *-0.205 C
1614 Slaalidl sue
o Time Dommies
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(0.000) AR(1)
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S 1) ) 3) (4) (5) (6)
(1) Npm 1.000
(2) Size 0.040 1.000
(3) Age 0.005 0.133 1.000
(4) Liqui 0.049 0.136 0.262 1.000
(5) Growth 0.300 0.142 -0.080 -0.100 1.000
(6) Tang 0.105 0.006 0.056 -0.112 -0.037 1.000
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Max Min Std. Dev. Mean Sluatall sus O i
4.336 -2.25 0.605 0.233 917 Npm
12.604 4.818 1.14 8.745 917 Size
1.884 0.301 0.217 1.263 917 Age
4.972 -0.782 0.989 1.249 917 Liqui
1.108 -1.728 0.266 0.118 917 Growth
5.79 0 0.383 0.484 917 Tang
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Signature du Doctorant Vice-doyen

207



Ministére de I'Enseignement Supérieur et de la Recherche Scientifique
Université de Bouira
Faculté des sciences économiques, commerciales et de gestion
Département des finances et de la comptabilité

Zakaria BELLOULOU
Doctorant L.M.D

Tél: - - - -

Ministére du Commerce
Direction Générale du Centre
National du Registre du
Commerce

Objet : Demande de Donnés.

Dans le cadre de la préparation de notre thése doctorat LMD a l'université de
Bouira, J’ai 'honneur de venir trés respectueusement vous demander de bien vouloir
nous aider pour la finalisation de nos recherches, qui est sous le titre "Déterminants de
la structure financiére et leur impact sur la performance financiére d'entreprise :
étude d'un échantillon d'entreprises économiques algériennes."

A

Cette aide consiste a faciliter l'accés aux renseignements financiéres des
entreprises algériennes (---, ----, etc.) pour mener a bien les recherches liées a la these
de doctorat, sachant que ses recherches comprendront un échantillon des entreprises
entre (----/----). Nous vous assurons, que les informations financiéres requises seront
traitées avec une grande confidentialité.

Je vous prie d'accepter mes sincéres remerciements pour votre aide a cet égard.

Algeren: / /2021

Signature du Doctorant
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Fixed-effects (within) regression Number of obs = 1,883
Group variable: c id Number of groups = 269
R-squared: Obs per group:
Within = ©.1269 min = 7
Between = @.1288 avg = 7.0
Overall = @.1144 max = 7
F(5,1609) = 46.76
corr(u_1i, Xb) = -8.3652 Prob > F = 0.0000
npm | Coefficient 5Std. err. t P>t [95% conf. interval]
size 3777603 .B355729 18.62 @.006 . 3879862 LA4475344
age -.3163565 . 1479899 -2.14  @.933 - .6066298 -. 0260832
liqui 1187878 9175267 B6.32 @.000 9764103 . 1451653
growth . 2644368 .B497527 5.32 @.000 . 1668498 .3620238
tang -.28B0848 1129791 -2.55 @.911 - . 5896866 - . 0664831
_cons -2.938353 . 3547972 -8.28 ©0.000 -3.634089 -2.242616
sigma_u .55915655
sigma_e . 50072315
rho .55496584  (fraction of variance due to u_i)

F test that all u_i=8: F(268, 1609) = 6.88

Prob > F = 0.0000

OU?3L54)H25\
— Coefficients
(b) (B) (b-B) sqrt(diag(Vv_b-v_B))
FIXED RENDOM Difference std. err.
zize - 3FTTE03 . 25897253 127835 8269789
age -.3163565 -.@8389039 -.2774526 1832874
liqui .1187878 .B953588 . 815429 . 8086294
growth . 2644368 . 3628775 - . 8984487 8983762
tang -.28B0848 -.1693774 -. 1187874 .B797671
b = Consistent under H® and Ha; cbtained from xtreg.
B = Inconsistent under Ha, efficient under H2; cbtained from xtreg.
Test of HB: Difference in coefficients not systematic
chiz(5) = (b-B) '[({V_b-V_B)~(-1)](b-B)
= 148.80
Prob > chi? = 0.0000
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Breusch and Pagan Lagrangian multiplier test for random effects
npm[c_id,t] = Xb + u[c_id] + e[c_id,t]

Estimated results:

Var sD = sqri(var)
npm . 5470418 . 7396228
e 2587237 5807232
u .1801287 .4244157
Test: Var{u) = @
chibar2{®l) = ©995.92
Prob > chibar2 = ©0.0000
o) el L)
Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model
HB: sigma(i)"2 = sigma"2 for all i
chi2 (269) = 1.3e+07
Probxchi2 = 0.0000
aaaal\}zfd\eﬁﬁ
Dynamic panel-data estimation, two-step system GMM
Group wvariable: c_id Number of obs = 1614
Time wariable : year Number of groups = 269
Number of instruments = 31 Obs per group: min = 6
F(11, 268) = 24.46 avg = 6.00
Prob > F = 0.000 max = 6
Corrected
npm | Coefficient std. err. t Pt [95% conf. interwal]
npm
L1. 4689068 0724817 6.47  0.000 . 3262008 .6116129
size .B82381 . 8182586 4.51  8.000 . 8464325 1183295
age . 8963163 8714611 1.26 ©.207 -. 8503802 . 2318127
liqui 8415128 . BEETI96 4.72 @. 000 0241877 .B588379
growth . 3754053 8713108 5.26 ©.000 . 2350047 . 53158058
tang 0628322 . 0605734 1.4 @.301 -. 0564282 1828925
v - . 86666 027986 -2.38 ©.018 -. 1217684 -.8115596
yd - . 0640445 .B338735 -1.94 9.054 -.1291614 .Be18725
Ve -. 8727999 .B270706 -2.69 @.008 -. 126098 -.8195817
& -. 8624441 . 02608693 -2.48  @.e17 -. 1137787 -.08111174
7 -.1126968 .8353181 -3.19 @.0az2 -.1822329 -. 8431686
_cans -. 850881 1757966 -4.84 0.000 -1.196999 -. 547629
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Arellano-Bond test for
Arellano-Bond test for

AR(1) in first differences: z =
AR(2) in first differences: z =

-4.49 Pr >
-8.45 Pr >

= 8.000
= @.652

]
|

]
|

Sargan test of overid.
(Not robust, but not
Hansen test of owverid.

restrictions: chi2{19)
weakened by many instruments.)
restrictions: chi2{19)
(Robust, but weakened by many instruments.)

= 168.88 Prcb > chi2 = 0.000

= 20.89 Prob > chi2 = @.389
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Fixed-effects (within) regression Number of obs = 1,883
Group variable: c_id Number of groups = 269
R-squared: Obs per group:
Within = @.1785 min = 7
Between = @.1801 avg = 7.8
Overall = @.1579 max = 7
F(5,16@9) = 69.93
corr{u_i, Xb) = -8.4185 Prob > F = 9.0000
roa | Coefficient Std. err. t P>t [95% conf. interval]
size 8862281 . 8878514 16.98 o@.000 .O70828 .del6282
age -.831521 . 8326634 -9.97  8.335 -.@955882 .@325463
ligqui 017629 . 0038684 4.56  0.000 0106414 .B252165
growth 1380114 .0189811 11.84  ©.000 . 1084726 1515581
tang -. 8766293 . 824936 -3.87  B.882 -.1255398 -.0277188
_cons - . 6E92081 .OF82BET -B.8@ 0.000 -.B427586 -.5356416
sigma_u .18888826
sigma_e .11651639
rho .49257974  (fraction of variance due to u_1i)

F test that all u_i=B: F(268, 1609)

= 5.84
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—— Coefficients

(b (B) (b-B) sqrit({diag(Vv_b-v_B))
FIXED RENDOM Difference std. err.
zize .B862281 .B529258 .B333022 . B86264
age -.831521 -.0042828 -. 8272382 .8242812
liqui 817629 . 8194956 - . B018666 . 2021242
growth .1260114 .14108236 -. 0118222 . 3026497
tang -.8766293 -.8232928 -.8533365 8187214

b = Consistent under H® and Ha; cbtained from xtreg.

B Incensistent under Ha, efficient under H8; cbtained from xtreg.

Test of HB: Difference in coefficients not systematic

chi2(5)

Prob » chiz

Breusch

(b-B)"[(V_b-v_B)*(-1)](b-B)

52.77
9.0000

Y dislas Lo

and Pagan Lagrangian multiplier test for random effects

roalc_id,t] = Xb + u[c_id] + e[c_id,t]

Estimated results:

Test: Var(u) = 8

Var 50 = sqri(Var)
roa .B23977 .1548452
e .8122139 1185164
u .BA66285 .B8814155
chibar2(@1) = 659.10
Prob > chibar2 = 0.0000

ot O jLas

Modified Wald test for groupwise heteroskedasticity

in fixed effect regression model

H8: sigma(i}*2 = sigma"2 for all i
chiz (269) = 1.1e+06
Prob:chiz = 0. 0000
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Dynamic panel-data estimation, two-step system GMM
Group variable: c_id Number of obs = 1614
Time variable : year Mumber of groups = 260
Number of instruments = 17 Obs per group: min = 6
F(11, 268) 20.01 avg = 6.00
Prob » F @.000 max = 6
Corrected
roa | Coefficient std. err. t Pt [95% conf. interval]
roa
L1. 2128223 . 0690524 3.08 ©.002 . 0768681 . 3487764
size .8247719 . 0047068 5.26 0©.000 . 815585 . 0340388
age -. 8871861 . 8198519 -8.37  B8.7e9 -. 8445165 . 8304043
liqui . 8168752 . 3933099 4.86  O.000 . BE95585 .8225919
growth LA572915 .B228534 7.13 a.000 1138715 . 2087114
tang - . 0054227 .0141723 -8.38 B.702 -.8333259 . 8224885
ya - . 0081497 . BO81386 -1.88  8.318 -. 0241734 .BOTET39
v4 - . 0045458 . BaFa5 -8.57 B.568 -. 0201982 .8111066
Y3 -.8225172 .Ba7a2as -3.20 B.002 -.8363512 - . 0086831
V& -.8108368 . Ba82799 -1.31 8.192 -. 8271387 . 8854652
Vi -.8243693 .9161203 -2.41 8.e17 -. 8442946 - . 8844439
_cans -. 2052918 . 8458731 -4.55 @.000 -. 2946342 -.1165485
Arellanec-Bond test for AR(1l) in first differences: z = -3.89 Pr > z = 0.000
Arellano-Bond test for AR(2) in first differences: z = 1.37 Pr » z = ©.169
Sargan test of overid. restrictions: chi2(s) = 93.28 Prchb » chi2 = ©.000
(Mot robust, but not weakened by many instruments.)
Hansen test of overid. restrictions: chi2(s) = 7.84 Prch > chi2 = ©.218

(Robust, but weakened by many instruments.)
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Fixed-effects (within) regression Number of obs = 917
Group wvariable: c_id Number of groups = 131
R-squared: Obs per group:
Within = 8.1012 min = 7
Between = @.0082 avg = 7.8
Overall = @.0294 max = 7
F(5,781) = 17.59
corrfu_i, Xb) = -0.2730 Preb > F = 9.0000
npm | Coefficient 5td. err. t Pt [95% conf. interval]
size 0921437 . 8376485 2.45 @.0e15 8182551 16668323
age . 2381489 LA972783 1.21 8.228 -.1496938 6253917
liqui .1353396 .B289486 4.68  O.000 8785134 1921658
growth 4153336 . 0630235 6.59 @.000 . 291618 . 5390491
tang -. 188332 .B578237 -1.74  B.0883 - . 2138483 8131764
_cons -1.842867 . 3748702 -2.78  9.006 -1.778739 - .3869943
sigma_u .47953335
sigma_e - 41868257
rho .57688179  (fraction of variance due to u_i)

F test that all u_i=8: F(13@, 781) = 7.56 Prob > F = 0.0000
Oyl ylas
— Coefficients
(b (B) (b-B) sqri(diag(V_b-Vv_B))
FIXED RENDOM Difference std. err.
zize .8921437 .B317882 .B603555 8278114
age . 2381489 LB712776 1668714 . 1439008
liqui 1353396 8948561 . 8484835 .@155538
growth 4153336 A843296 - . @689961 LB@117852
tang -. 188332 -.8111192 -.8892128 8231913
= Consistent under H® and Ha; obtained from xtreg.
B = Inconsistent under Ha, efficient under HE; obtained from xtreg.
Test of HB: Difference in coefficients not systematic
chi2(5) = (b-B)'[{V_b-Vv B)"(-1)](b-BE)
= 65.682
Prob » chi2 = @.0000
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Breusch and Pagan Lagrangian multiplier test for random effects
npm[c_id,t] = Xb + u[c_id] + e[c_id,t]

Estimated results:

Var SD = sqrt(Var)
npm . 365974 . 6849578
e . 1686602 -A4186826
u .1392818 . 3732848
Test: Var{u) = @
chibar2(@1l) = 528.02
Prob > chibar2 = B . G

ol BVt L)
Modified Wald test for groupwise heteroskedasticity
in fiwed effect regression model
He: sigma(i)"2 = sigma™2 for all i
chiZz (131) = 9.9e+05
Probxchi2 = 0. 0000
aAAAL\}ifd\eUﬁ
Dynamic panel-data estimation, two-step system GMM
Group variable: c_id Number of obs = 786
Time wvariable : year NMumber of groups = 121
Mumber of instruments = 17 Obs per group: min = 6
F(11, 13@) = 43.54 avg = 6.00
Prab > F = a.0e0 max = 6
Corrected
npm | Coefficient std. err. t Pt [95% conf. interval]
npm
L1. 4261829 .1324986 3.17  o.e02 . 15885083 6823155
size - . 0206859 .B231514 -8.89 @8.373 -. 0664881 0251163
age -. 0418901 .1eaa494 -9.42 a.676 -. 2398258 . 1560456
liqui .B562623 8238196 2.36 0.020 .Be91382 . 1833865
growth . 6494557 1172691 5.54 0.000 4175716 .B813399
tang . 987083 . 8599527 1.51 8.133 -. 827981 . 2893175
y2 -. 8882937 . 84541 -1.94 8.0854 -.178132 . 8815446
VE -. 8945229 . B443643 -2.13 @.835 -. 1821736 -. 0068722
4 -. 1068241 0582016 -1.84  B.069 -. 2219689 . 0083208
ya -. 8313597 LO4FTLT -@.66  B8.512 -.125762 . 0630427
Vil -.1866993 480107 -2.22 a.028 -. 2016827 -.0117159
_cons . 2544436 . 2669375 @.95 @.342 -. 2736683 . FB25475
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Arellano-Bond test for AR(1) in first differences: z = -3.94 Pr > z = 0.000
Arellanoc-Bond test for AR(2) in first differences: z = -0.87 Pr > z = ©.945
Sargan test of overid. restrictions: chi2(5) = 14.88 Prcb > chi2 = @.015
(Not robust, but not weakened by many instruments.)
Hansen test of overid. restricticns: chi2(s) = 4.71 Procb > chi2 = 0.452
(Robust, but weakened by many instruments.)
Galadll SO a3 23U plusuwl Jgo UL e wildl ae W1 ISGH) Stsug puis (05) o3y 3oeke
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Fixed-effects (within) regression Number of obs = 917
Group variable: c_id Number of groups = 131
R-squared: Obs per group:
Within = 2.1849 min = 7
Between = 9.1831 avg = 7.0
Overall = @.1637 max = 7
F(5,781) = 35.42
corr{u_i, Xb) -8.3898 Prob > F = 0.0000
roa | Coefficient 5td. err. t Px|t| [95% conf. interval]
size . 8463638 .Ba71628 6.47  0.000 .B3230832 . 0664244
age -. 8143266 .B375395 -@8.38 B.783 -. 0880168 .B8593636
liqui . 8291999 .Ba55088 5.386 0.000 8183861 . 8460136
growth 1128636 . 811993 9.41 O.000 .B893211 . 136406
tang .@396249 Le118635 3.68 0.000 0180248 8612249
_cons - . 4454724 0713358 -b.24  0.000 - . 585585 - . 3054398
sigma_u .B7389449
sigma_e .B7B1507
rheo -A47202882 (fraction of wariance due to u_i)

F test that all u_i=8: F(13@8, 781) =

5.86
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— Coefficients
(b (B) (b-B) sqri(diag(V_b-V_B))
FIXED RENDOM Difference S5td. err.
size . 8463638 8271534 . 8192185 . 3856819
age -. 8143266 -.8182527 . B3839261 . 8294681
liqui .B291999 .B28846 . BEa3539 .Ba33702
growth 1128636 . 1861839 . 8067596 . 8034356
tang . 8396249 .B383322 . 8012926 .B8053231
b = Consistent under H®8 and Ha; cbtained from xtreg.
B = Inconsistent under Ha, efficient under HE; obtained from xtreg.
Test of HB: Difference in coefficients not systematic
chi2(5) = (b-B)'[{V_b-v_B)"(-1)]1(b-B)
= 15.54
Prob » chi2 = @.0883
ng&? sl Lo
Breusch and Pagan Lagrangian multiplier test for random effects

roa[c_id,t] = Xb + u[c_id] + e[c_id,t]

Estimated results:

Var 50 = sqrit(Var)
roa 023977 . 1548452
= .8122139 1185164
u .BO66285 . 0814155
Test: Var(u) = @
chibar2(21) = 659.10
Prob > chibar2 = 0.0000

ot O jLas

Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model
H@: sigma(i)*2 = sigma*2 for all i

9.8e+05
9.0000

chiz (131} =
Probrchi2 =
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Dynamic panel-data estimaticn, two-step system GMM
Group variable: c_id Number of obs = 786
Time wariable : year Number of groups = 131
Number of instruments = 31 Obs per group: min = 6
F(11, 130) = 14.09 avg = 6.00
Prob > F = 9.000 max = &

Corrected
roa | Coefficient std. err. t Px|t| [95% conf. interval]
roa
L1. 3773658 . 18140832 3.72 @.000 1767517 . 5779799
size . 8185764 .Ba38982 2.71 0.008 .BO28644 LB1B28B5
age -.8231611 . 8184169 -1.26  @.211 -.8595968 0132746
liqui . 81408768 .Ba3799 3.71 0.000 .Be6561 8215926
growth .B568973 .B216668 2.63 @.018 .0146321 LB997625
tang 8125381 . Be9847 1.27  @.205 - . B@69429 LB328192
ya - . 0001841 . 8061631 -9.83 @.976 -. 8123771 . 912069
Vi -. 084725 . 0068204 -8.69 @.498 -.0182183 .BOETEE4
y4 - . 0028843 . 065577 -9.44 @.661 -. 815858 . B108893
ya -. 0822429 .eaa7iaF -9.47  B.639 -.0116812 .Ba71954
Vil . 2063082 . Ba50623 @.86  @.952 - . 0a97a7 9183234
_cans -.8788285 .B381682 -2.87 6.e41 -.1543396 -. 8833173
Arellano-Bond test for AR(1) in first differences: z = -2.38 Pr > z = 0.017
Arellano-Bond test for AR(2) in first differences: z = -8.37 Pr > z = @.712
Sargan test of overid. restrictions: chi2{19) = 61.34 Prob > chi2 = 0.000
(Mot robust, but not weakened by many instruments.)

Hansen test of overid. restrictions: chi2({19) = 22.21 Prob > chiz = @.274

(Robust, but weakened by many instruments.)
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