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The Impact of Change in Corporate Income Tax on the Fiancial Behavior of

Algerian Economic Institutions An Empirical Study of Algerian Economic
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i Abstract: :
This study aims to analyze the impact of the tax rate on corporate financing policy for :
i Algerian economic institutions while identifying the most relevant factors explaining their financial :
i behavior. This is done using the Tobit model on panel data consisting of 60 Algerian economic
i institutions from the manufacturing sector during the period 2014-2017. The results indicate that
i an increase in the tax rate on corporate profits leads to a rise in long-term and medium-term debt :
¢ ratios, reflecting the firmsability to benefit from the tax shield by deducting interest expenses from
i taxable income. Meanwhile, the impact of size and profitability suggests that these institutions
i primarily rely on internal financing. :

Keywords:Financial behavior, tax behavior on corporate profits, panel data, Algerian economic :
i institutions.
i Jel Classification Codes :G32 ; H25; L32; C51.
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Redundant 1 :01 8y 3l

Redundant Fixed Effects Tests
Equation: Lintitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 14 685476 (59.171) 0. 0000
Cross-section Chi-square 431 516011 59 00000

OUﬁ}A )Qﬂ*\l()z Pé)‘é?dl\

hausman fe re

Coefficients

(b) (B) (b-B) sgrt (diag(V_b-V_B))
fe re Difference S.E.
IMP —-.0110094 -.0110939 .0000845 .001974
NTS .7524975 .8246179 -.0721204 .1168583
sizel —.0625259 —.0586571 —-.0038688 .0219272
ROE .0131494 .0133981 -.0002488 .0027621
ROA -.0876685 -.0863872 -.0012814 .0042296
AC —-.0157374 .0033438 -.0190813 .0296285
LIQUIDITE —-.3408656 -.256713 -.0841526 .0542942
Risk -.0770739 —.0492465 —.0278274 .0303888
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(8) = (b-B)'[(V_b-V_B)"(-1)] (b-B)
= 5.76
Prob>chi2 = 0.6739

g zigh 103 0By gl
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. xttobit DMT IMP NTS sizel ROE ROA AC LIQUIDITE Risk Secteur, 11(0) ul(l)
Obtaining starting values for full model:
Iteration O: log likelihood = 246.23032
Iteration 1: log likelihood = 249.51358
Iteration 2: log likelihood = 254.1041¢6
Iteration 3: log likelihood = 254.41811
Iteration 4: log likelihood = 254.42067
Iteration 5: log likelihood = 254.42067
Fitting full model:
Iteration O: log likelihood = 168.77265
Iteration 1: log likelihood = 171.95933
Iteration 2: log likelihood = 171.99224
Iteration 3: log likelihood = 171.99225
Random-effects tobit regression Number of obs 239
Group variable: ID Number of groups = 60
Random effects u_1i ~ Gaussian Obs per group:
min 3
avg = 4.0
max = 4
Integration method: mvaghermite Integration pts. = 12
Wald chi2 (9) = 100.23
Log likelihood = 171.99225 Prob > chi2 = 0.0000
DMT Coef. Std. Err. z P>|z| [95% Conf. Interval]
IMP -.0168538 .0091928 -1.83 0.067 .0348714 .0011637
NTS .8771182 .2555638 3.43 0.001 .3762223 1.378014
sizel -.0456907 .0250783 -1.82 0.068 .0948433 .0034618
ROE .0137717 .0147075 0.94 0.349 .0150545 .0425978
ROA -.092438 .0171602 -5.39 0.000 .1260714 -.0588045
AC .0089178 .0871224 0.10 0.918 .1618389 .1796746
LIQUIDITE -.2906029 .0856336 -3.39 0.001 .4584417 -.1227641
Risk .0373294 .1550723 0.24 0.810 .2666067 .3412654
Secteur -.0905422 .0368357 -2.46 0.014 .1627388 -.0183456
_cons .748964 .2536538 2.95 0.003 .2518116 1.246116
/sigma_u .1239663 .013144 9.43 0.000 .0982045 .149728
/sigma_e .0651682 .0037877 17.21 0.000 .0577444 .072592
rho .7834822 .0415292 .6937718 .8557561

36 left-censored observations
203 uncensored observations

0 right-censored observations
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. xttobit
Obtaining

Iteration
Iteration
Iteration
Iteration
Iteration

DMT IMP NTS ROA

starting values for

=w N O

log
log
log
log
log

likelihood
likelihood
likelihood
likelihood
likelihood

Fitting full model:

Iteration
Iteration
Iteration
Iteration

0
1:
2:
3

log
log
log
log

likelihood
likelihood
likelihood
likelihood

full model:

= 248.83344
= 252.85065
= 253.65681
= 253.66974
= 253.66974

= 168.56739
= 171.50789
= 171.53513
= 171.53514

sizel LIQUIDITE Secteur , 11(0) ul(1l)

Random-effects tobit regression Number of obs = 239
Group variable: ID Number of groups = 60
Random effects u i ~ Gaussian Obs per group:

min = 3
avg = 4.0
max = 4
Integration method: mvaghermite Integration pts. = 12
Wald chi2 (6) = 99.14
Log likelihood = 171.53514 Prob > chi2 = 0.0000
DMT Coef. Std. Err. z P>|z]| [95% Conf. Interval]
IMP .0175595  .0091521 1.92  0.055 -.0003782 .0354973
NTS .893006  .2480279 3.60 0.000 .4068803 1.379132
ROA -.0901205 .0169113 -5.33  0.000 -.123266  -.0569751
sizel -.0461679  .0245841 -1.88 0.060 -.0943518 .0020161
LIQUIDITE -.2893505 .056884 -5.09 0.000 -.4008411  -.1778599
Secteur -.0892302  .0365793 -2.44  0.015 -.1609242  -.0175361
_cons .7388  .2355418 3.14  0.002 .27771466 1.200453
/sigma u .1241118  .0131324 9.45 0.000 .0983728 .1498509
/sigma e .0653351  .0037943 17.22  0.000 .0578985 .0727718
rho .7830119  .0414812 .693444 .85524

36 left-censored observations

203 uncensored observations

0 right-censored observations
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