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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.
Key Words: Bankruptcy, Bankruptcy Prediction, Sherrod model.
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