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    Abstract:   

This study aims at testing the ability of financial ratios derived from the financial statements of 

industrial institution, to disclose the financial failure before it occurs by certain period for each 

institution could be able to find appropriate alternatives to avoid bankruptcy. In this paper, we 

applied Sherrod model on a sample of 30 Algerian institutions (15 of which are bankrupt, and 

the others are sound), relaying on the institutions financial statements of 2013. The results were 

satisfactory. We found out that Sherrod model can be applied to Algerian environment. The 

financial failure rate forecast was 70% accurate, one year prior to default, thanks to this model. 
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X1 X2X3X4X5X6Z 

5-0.3520.045 0.067 0.051 0.175 0.073 
-4.107 

30.0070.169 0.249 0.214 1.009 1.030 8.105 

01.329 0.1237 0.6250 0.0889 1.329 1.246 29.40 

40.894 0.0721 0.2495 0.0677 1.191 4.958 20.53 

1-0.1770.021 0.090 0.046 0.804 -0.051 -0.625 

10.6740.117 0.682 0.179 3.121 83.557 30.57 

90.0180.086 0.219 0.019 1.035 0.311 3.499 

90.928 0.0893 0.9219 0.0482 7.722 1.889 30.24 

70.5100.238 0.751 0.122 3.696 2.504 20.56 

53-0.0600.006 0.020 0.006 0.793 0.027 0.178 

550.4840.353 0.694 0.159 2.588 3.308 20.45 

530.6610.405 0.285 0.047 4.400 1.974 22.29 

500.6900.054 0.696 0.115 3.999 8.787 22.62 

54-0.0700.204 0.055 0.021 0.924 0.440 2.411 

510.486 0.3243 0.567 0.1203 2.883 10.566 20.09 

51-0.2170.051 0.223 -0.014 0.653 0.379 -1.908 

59-0.643 -0.085 0.157 -0.009 0.230 0.194 -11.03 

590.473 0.160 0.655 -0.092 2.855 2.413 13.60 

570.307 0.096 -0.135 -0.042 2.044 -0.339 7.189 

33-0.347 0.008 0.213 -0.027 0.440 0.293 -5.064 

35-0.643 -0.085 0.157 -0.009 0.230 0.194 -11.03 

33-0.850 0.001 -0.859 -0.198 0.028 -0.881 -21.46 

300.141 0.103 -0.205 -0.098 1.233 -0.205 2.105 

34-0.088 0.041 -0.029 -0.025 0.913 -0.499 -0.682 

31-0.827 0.098 -0.022 -0.009 0.190 -0.027 -13.20 
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31-0.844 0.021 -0.172 -0.126 0.279 -0.257 -16.97 

39-0.597 0.152 -0.568 -0.076 0.618 -19.440 -13.49 

39-0.039 -0.009 0.260 -0.166 0.919 0.480 -2.003 

370.257 0.006 0.532 -0.007 2.923 0.873 9.739 

03-0.4240.105 -0.031 -0.039 0.309 -0.039 -6.784 
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