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Abstract

The aim of this study is to explore whether the financial policy of Algerian companies
affects profit management. In this research, financing policy is expressed by two indicators
of financial structure: short-term debts ratio and leverage rati;, and two indicators
of financing cost: financial charges and WACC. Profit management is measured by
discretionary accruals based on the modified Jones (1995) model. The study includes 25
companies during the period of 2003-201. The research is based on 193 observations
of an unbalanced panel data, depending on Multiple Regression through panel data
estimation models. The results suggest that the relationship between financial structure
indicators and profit management is not statistically significant. However, there is a
positive and statistically significant relationship between WACC and profit management.
The relationship between financial charges and profit management doesalso prove to be

significant though negative.

Key words: Profit management; Discretionary accruals; Financing policy; Financial structure;

Financial cost.
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(1-25) /(0,513718 — 0,576671)

= (F(25-1,193-25-5
(5-25-193)/(0,576671 — 1)

F(24,163) = 1,01 :oil
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Dependent Variable: TACit /Ait-1

Method: Least Squares

Date: 12/03/18 Time: 18:39

Sample: 1 143

Included observations: 143

Variable Coefficient Std. Error | t-Statistic .Prob

C 0.048531 0.016775 2.893085 0.0044
Ait-1/1 | -1398.034 43015.36 -0.032501 0.9741

ARECIit) /Ait-1 - AREVit) 0.008784 0.011740 0.748182 0.4556

PPEit /Ait-1 -0.070555 0.013650 -5.168863 0.0000

R-squared 0.167802 | Mean dependent var -0.019257

Adjusted R-squared 0.149840 S.D. dependent var 0.095711

S.E. of regression 0.088250 | Akaike info criterion -1.989719

Sum squared resid 1.082534 Schwarz criterion -1.906842

Log likelihood 146.2649 .Hannan-Quinn criter -1.956042

F-statistic 9.342489 Durbin-Watson stat 2.155254

(Prob (F-statistic 0.000011
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Dependent Variable : EMit
Method: Panel Least Squares
Date: 12/03/18 Time: 19:43
Sample: 2003 2015

Periods included: 13

Cross-sections included: 25

Total panel (unbalanced) observations: 193

Variable Coefficient | Std. Error t-Statistic .Prob
C 0.046127 0.020352 2.266411 0.0246
STD_Dit 0.004213 0.029833 0.141236 0.8878
LTD_BVit 0.002707 0.006832 0.396214 0.6924
FC_Ait -1.485852 0.226335 -6.564840 0.0000
WACCit 0.586871 0.042192 13.90950 0.0000
R-squared 0.523849 | Mean dependent var 0.075927
Adjusted R-squared 0.513718 | S.D. dependent var 0.134070
S.E. of regression 0.093492 | Akaike info criterion -1.876312
Sum squared resid 1.643269 | Schwarz criterion -1.791786
Log likelihood 186.0641 | .Hannan-Quinn criter -1.842082
F-statistic 51.70813 | Durbin-Watson stat 1.803316
(Prob (F-statistic 0.000000
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Dependent Variable: EMit
Method: Panel Least Squares
Date: 12/03/18 Time: 19:48
Sample: 2003 2015

Periods included: 13

Cross-sections included: 25

Total panel (unbalanced) observations: 193

Variable Coefficient Std. Error t-Statistic .Prob
C 0.058100 0.025881 2.244911 0.0261
STD_Dit -0.014042 0.039018 -0.359892 0.7194
LTD_BVit -0.008240 0.008528 -0.966234 0.3353
FC_Ait -0.961933 0.388713 -2.474662 0.0144
WACCit 0.533826 0.058331 9.151650 0.0000

Effects Specification

(Cross-section fixed (dummy variables

R-squared 0.638407 | Mean dependent var 0.075927
Adjusted R-squared 0.5767 S.D. dependent var 0.134070
S.E. of regression 0.087231 | Akaike info criterion -1.902823
Sum squared resid 1.247912 | Schwarz criterion -1.412574
Log likelihood 212.6224 | .Hannan-Quinn criter -1.704288
F-statistic 10.34101 | Durbin-Watson stat 2.363720
(Prob (F-statistic 0.000000
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Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects |

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided

all others) alternatives)

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 3.695930 0.013943 3.709873
(0.0545) (0.9060) (0.0541)

DY AEs ,he IS (pe Ayt ) phgad paddT ases Led (EViews) Gl y30 :(5) gUt!
JAl g daat |

Dependent Variable: EMit | |

(Method: Panel EGLS (Cross-section random effects

Date: 12/03/18 Time: 19:51

Sample: 2003 2015

Periods included: 13

Cross-sections included: 25

Total panel (unbalanced) observations: 193

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic .Prob
C 0.056012 0.023431 2.390506 0.0178
STD_Dit -0.005778 0.032334 -0.178693 0.8584
LTD_BVit -0.001831 0.007336 -0.249570 0.8032
FC_Ait -1.419710 0.280705 -5.057654 0.0000
WACCit 0.581400 0.044799 12.97804 0.0000
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Effects Specification
.S.D Rho
Cross-section random 0.035725 0.1436
Idiosyncratic random 0.087231 0.8564
Weighted Statistics
R-squared 0.479839 | Mean dependent var 0.050779
Adjusted R-squared 0.468772 | S.D. dependent var 0.121878
S.E. of regression 0.087887 | Sum squared resid 1.452142
F-statistic 43.35667 | Durbin-Watson stat 2.037750
(Prob (F-statistic 0.000000
Unweighted Statistics
R-squared 0.522246 | Mean dependent var 0.075927
Sum squared resid 1.648802 | Durbin-Watson stat 1.794699




