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Relationship Analysis: Concentration-Profitability in the Algerian
Banking Industry
According to the industrial economy model
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Abstract :

This research paper aims to determine the nature of the industry
concentration-performance relationship in the Algerian banking industry.
According to the industrial economics model. Through an analytical study of
the relationship between the industry concentration index and the
profitability index in the banking industry. During the period 2005-2016.

After estimating the equations model using the three-stages least squares
method. Using Eviews software. The study found that industry focus has a
one-way impact on profitability indicators. In addition, the banks market
share has a positive, significant and reciprocal influence on performance
indicators.

Keywords: industry concentration; profitability; industrial economics;
Algerian-banking industry.
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Estimation Method: three-Stage Least Squares
Sample: 2006 2016
Included observations: 143
Total system (balanced) observations 429

Dependent variable z: LROA Dependent variable z: LROE

Equationl: & = C(1)+ C(2)*LCONC + C(3)*LMS +C(4)*BO + c(5)*LROA(-1)

Instruments: C 7 (-1) LGDPP(-1) BO LINTER(-1) LMS LCONC

. Coefficient Prob Coefficient. Prob
C(1) 1.197693 0.0000 C(1) 3.754936 0.0000
C(2) -1.435969 0.0098 C(2) -3.709992 0.0361
C@3) 0.003318 0.6950 C(3) 0.129573 0.0000
C4) -0.101751 0.0019 C(4) -0.355642 0.0002
C(5) 0.391505 0.0000 C(5) -0.030315 0.6844
R-squared 0.481986 R-squared 0.169347
Adjusted R-squared 0.466971 Adjusted R-squared 0.145270
S.E. of regression 0.100842 S.E. of regression 0.320207
Durbin-Watson stat 1.892750 Durbin-Watson stat 1.182180
Mean dependent var 2.196060 Mean dependent var 3.544185
S.D. dependent var 0.138122 S.D. dependent var 0.346351
Sum squared resid 1.403324 Sum squared resid 14.14951
Instrument rank 7 Instrument rank 7
Prob(J-statistic) 0.206967 Prob(J-statistic) 0.186276

Equation2: LCONC = C(7)+ C(8)* z (-1) + C(9) *LINTER + C(10)*LGDPP

Instruments: C  (-<1) LGDPP(-1) BO LINTER(-1) LMS LCONC

Coefficient. Prob Coefficient. Prob

C(7) -0.217416 0.0001 C(7) -0.210705 0.0000

C(8) -0.011202 0.1932 C(8) -0.005191 0.0955

C(9) -0.000851 0.0577 C(9) 0.001860 0.0000

C(10) 0.013087 0.0459 C(10) 0.011106 0.0679
R-squared 0.064582 R-squared 0.170029
Adjusted R-squared 0.044393 Adjusted R-squared 0.152116
S.E. of regression 0.014710 S.E. of regression 0.013856
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Durbin-Watson stat 0.900945 Durbin-Watson stat 1.364591
Mean dependent var -0.133036 | Mean dependent var -0.133036
S.D. dependent var 0.015048 S.D. dependent var 0.015048
Sum squared resid 0.030077 Sum squared resid 0.026686
Equation3: LMS = C(11)+ C(12)* = (-1) + C(13)*BO
Instruments: C z (-1) LGDPP(-1) BO LINTER(-1) LMS LCONC

Coefficient. Prob Coefficient. Prob

c(1) -6.398180 0.0001 c(11) -7.591517 0.0000

Cc(12) 0.788968 0.2656 Cc(12) 0.837320 0.0001

C(13) 2.898381 0.0000 C(13) 2.810641 0.0000
R-squared 0.654016 R-squared 0.686439
Adjusted R-squared 0.649074 Adjusted R-squared 0.681960
S.E. of regression 0.989314 S.E. of regression 0.941818
Durbin-Watson stat 0.068669 Durbin-Watson stat 0.294021
Mean dependent var -3.553843 | Mean dependent var -3.553843
S.D. dependent var 1.670037 S.D. dependent var 1.670037
Sum squared resid 137.0238 Sum squared resid 124.1829
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