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Abstract:

This study aimed to measure the impact of both compensations and insurance premiums on
the financial solvency of a sample of insurance companies operating in Algeria during the period
from 2012 to 2020. Dynamic panel models were employed to measure the effect of explanatory
variables on financial solvency in both the long and short terms using the Pooled Mean Group
Method (PMG) approach.

The study findings revealed several results, including the existence of a significant
relationship in the long term between compensations, insurance premiums, and financial solvency.
Additionally, the results of the basic model estimation using the GMM approach showed that the
size of the financial solvency of the studied sample of companies responded negatively to changes
in total compensations only in the short term. However, in the long term, both compensations and
insurance premiums positively influenced financial solvency.

Keywords: Financial solvency; Algerian insurance companies; Compensations; Insurance
premiums.
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Null hypothesis: No cross-section dependence (correlation) in residuals

Test Statistic  d.f.  Prob.
Breusch-Pagan LM 111.5402 105 0.0004
Pesaran scaled LM 3.963769 0.0001

Pesaran CD 4.053590 0.0001

EVIEWS 10 gl n Sls y3a e alaie YL Qlldall slac) (e 3 jdaall

G @l Laa U dpbany) adll of Cua dliiue e pblial o Lo paii g ) A b Jad Sa
*5 (4.05 ¢3.96 ¢111.540) J s e <l (Breusch-Pagan LM ; Pesaran scaled LM ; Pesaran CD)
Gl s adle 5 ¢(0.05) An o) el (e Ll J81 Adlaia¥) ol o) Jlie) e Led ALE Al paal) adl) (40 ks S
Al pall 23 g1 ) ppate Jeo  JEN Jaaldl ) jLasd

16 Sal) die Ay ) LYY JLER) e

JS auai il 5 ol LAY s2gd CAllill 23 gl e (5 yad Al all ol yuritad Ay ) i) laal of (s LaY) jaas

Al oV 5 alaldll (4
L el il A ) WY1 Ll gl 1(05) pdy J gaad
< il SOLV PROD INDEM
CIPS unit root test
Null hypothesis: Unit root

Statistic t-stat t-stat t-stat
CIPS: -32.94836 -2.03575 -9.56162
p-value <0.01 >=0.10 <0.01
Critical values: CIPS
5% -2.47
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die JalSia j ridl 13 o (Pesaran - CIPS) sl @il & jelaf 258 (PROD) (el Bl i il
Ol 1 %5 Y3 (5 siuse ie (0.05) Axad) el (e Lol 5S) HSAN Gl LU Zllaia V) dagdll o G <5 siusal)
L) LA A paall dail (ye JB 4G LA 4 geenall dadl

AIC s o il SN LY ol e 5l ] & =7
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el O s (5 innall i il gail) 5 AdLal) 5o Sl il il e et )y Abad) L i) U5l Sy
A sl Aaill Ga ST 4 sunall L) o (51(0.05 ) A al) Al (g Lol Jal 4 51 YL dalald) g LA AdlaiaY)
(6 simaall die (plalSia SAN b G pesiall Gl UL 5 led Alladl)

(03 &8 Galall jLail) J Y Gl wie o ) jdiul Jaad (PROD) el 5¥) il 5 5all o) jal any

Al Al all < jiia JS (ol o3he | Jsaal) 8 daia sall 5 Ay ) <ol jloal il JMA (e 4abitie) (Ko L
O Jashall Jal1 8 433 68 4ABe 2 ga s Jlain) @llligd (Pesaran and shin, 2001) cuus s «JsY) 3l 5 (5 siall ic
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Kao dagia -
i il e JLAAYI S5 LS
HO. oo & yide LSS A8e 2 ga 5020
{ Hl oo, & yile el 38e g g

ol sall Jsaall b dam g LAY il g
I G sie 3 saill Cl jaial 4, 5) S5y ) jA) i 1(06) by Jgand)

Kao Residual Cointegration Test
Null Hypothesis: No cointegration
Series: SOLV INDEM PROD  t-Statistic Prob.
ADF 2.71232  0.0033
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daoall dadll e Wi BB a5 (0.003) (s skes dullaia) 4ty (KAOgrar(ADF) = 2.71) _Liay) 13gd dilasy!
Al ) 23 e @l jidie eSS A8Ne 3 5a 5 iy (KAO) Lliial ol sl (0.05)
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a3l Judbal) )il a5 AV 108 Gadai o g 5 anl (3eat Gl g Al )l z3sai e (PANEL ARDL) Jil il
< ia o Jashall Jal) 8 3030 8 A8e asa s ) Al sle IS5 Y1 Gl die (5 shual) die Al jall &l il
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;5 (PANEL ARDL) gty 4alal)
(PMG) 4serdll de sandll o5 38y )la -
:(PMG) (el 4 garal) Jows gia 48y pha aladiuily i galll palls 6
Adlls Lngial) e alaie Yl Al jall 73 gai a8 23w (PANEL ARDL) 3 sab (Baiad luia 8 (e (38 2ay
wadll Ja¥) COllre aaa s juail) g dyshall ala¥) 8 48Dl yuais M4 (e SA
PMG 48k aladiuly 3 gadl) i gildi 1(07) pd Jgaad)
Dependent Variable: D(SOLV)
Method: ARDL
Selected Model: ARDL(Z, 1, 1)

Variable Coefficient Std. Error t-Statistic Prob.*
Long Run Equation
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PROD 0.263239 0.126114 2.087309 0.0413

INDEM 2.381791 0.270196 8.815062 0
Short Run Equation

COINTEQO1 -0.259395 0.101975 -2.543715  0.0137

D(PROD) -0.281486 0.183764 -1.531781 0.131

D(INDEM) -0.458233 0.213729 -2.14399  0.0362

C -135.0058 314.2204 -0.429653 0.669

Stata 14 zbi_p Gls A e alaie Y Qlthll slae) (e 1 jaal)

:(PMG) 48k (385 jaial) Al )al) g gl (gabuai®) g laal) Joladl) 7
Jpadl) Gala¥) 8 Slls s (PMG) daedall de sanall Jaus 5 48y jha () 005 ol alDA (e seday i) 5 o3ke | Jsandl DA (4
A il s Sy s Undll prasiat Jaloa ) il Jy shall
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Specification Tests of Hsiao (1986)
H1 = Null Hypothesis : panel is homogeneous vs Alternative Hypothesis : H2
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel is heterogeneocus
H3 = Null Hypothesis : panel is homogeneous vs Alternative Hypothesis : panel is partially homogenesous

Hypotheses F-Stat P-Value
HA1 9.216095 3.37E-15
H=2 2.306105 0.004250
H3 17.64292 2.02E-18

This program has developed by Brahim KHOUILED
University of Cuargla. Algeria
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Dependent Variable: D(SOLV)

Method: ARDL

Date: 06/13/23 Time: 22:36

Sample: 2013 2020

Included observations: 96

Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag. automatic): PROD INDEM
Fixed regressors: C

Number of models evalulated: 1

Selected Model: ARDL(1, 1, 1)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.”

Long Run Equation

PROD 0.263239 0.126114 2.087309 0.0413
INDEM 2.381791 0.270196 8.815062 0.0000

Short Run Equation

COINTEQO1 -0.259395 0.101975 -2.543715 0.0137
D(PROD) -0.281486 0.183764 -1.531781 0.1310
D(INDEM) -0.458233 0.213729 -2.143990 0.0362

C -135.0058 314.2204 -0.429653 0.66390
Root MSE 660.9517 Mean dependent var 416.9792
S.D. dependent var 1404.078 S.E. of regression 201.9191
Akaike info criterion 12.79440 Sum squared resid 47180566
Schwarz criterion 14.03613 Log likelihood -640.8976
Hannan-Quinn criter. 13.29787

*MNote: p-values and any subsequent tests do not account for model
selection.

J Y Gl vie cpelill Lludl il 4 ) 8 HLid) 1(02) ady galall

CIPS unit root test
Null hypothesis: Unit root

Test results:

Statistic t-stat p-value
CIPS -2.25411 <0.01
Truncated CIPS: -2.25411 <0.01

Critical values:

Level CIPS Trunc. CIPS
1% -2.10 -2.08
5% -1.76 -1.76
10% -1.59 -1.59
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