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Impact of Audit Committee Determinants on Financial Performance: Case
of Tunisian Listed Banks

Wissal BEN LETAIFA', Rayen BEN ALI?

Abstract

Purpose - The objective of this research is to study the relationship between audit committee determinants and corporate performance.

Todo this, ne focus on the Tunisian context. Design/ methodology/ approach — Our research sample is made up of 16 banks operating
in Tunisia observed over a period of five years (2017-2021) the paper uses a linear regression to investigate the association betneen the
performance of the company and the determinants of andit committee. Findings - The results obtained show that the variable relating
to the sige of the andit committee bas a positive influence on financial performance measured by Tobin's Q. On the other hand, the

variable relating to the number of meetings held by the audit committee has a negative impact on the financial performan ce of listed
Tunisian companies.

Keywords: Audit committee, andit, performance, listed banfks, emerging context.

Introduction

In recent years, several financial scandals have broken out around the world, such as Worldkom and Enron
in the United States... and the Batam company in Tunisia. It is for this reason that Tunisia imposed the
appointment of an audit committee within companies listed on the Tunisian Stock Exchange by law
n°2005-96 to anticipate and avoid the occurrence of financial problems or to find themselves in financial
difficulties which could lead to the bankruptcy of companies. Our problem is: what is the impact of the
audit committee on the financial performance of listed Tunisian companies? Through this study, we seek
to examine the relationship that exists between the determinants of the audit committee and the financial
performance of Tunisian companies listed on the Tunisian Stock Exchange.

According to SOX act (2002) and the Blue Ribbon Committee (1999), the permanent audit committee
represents a body implemented at the level of the board of directors to promote the governance of firms
and to guarantee that financial reportsare honest and transparent, as well as maintaining the confidence of
savers, Compernolle (2010) argues that the audit committee emerged in the United States in 1940, and 1970
we notice, in order to address the lack of confidence in financial markets regarding the quality of financial
statements and auditing. Boumaza and Guendouzi (2014) state that: “this corporate governance body was
created in the United States and then developed in Anglo-Saxoncountries (Great Britain, Canada, Australia,
New Zealand, etc”. In Europe its creation is recent (De Ménonville, 2009)”.

In Tunisia, following the BATAM company scandal, the establishment of such a committee has, according
to Bouaziz and Triki (2012), become obligatory for companies listed on the BVMT following the
promulgation of law n°2005-96 relating to security financial relationships.

The audit committee also serves as a corporate governance mechanism. Indeed, Mallin (2007) argues that
the audit committee represents the mostimportant subcommittee of the board of directors given its role
in protecting the interests of shareholders in terms of financial control.

In the audit committee — internal audit relationship, Moussamir and Aouina (2020) consider the audit
committee to be the main intetlocutor of internal audit due to the reciprocity of the needs they express.
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Dezzort (1997) suggests that vis-a-vis the internal auditor, the role of the audit committee is to evaluate the
internal audit plan as well as to examine the reliability of the internal control process. On this subject,
Schneider (2010) mentions that the audit committee plays an important role in controlling and evaluating
the work of internal audit. Furthermore, according to Oussii and Taktak (2017), the mission of the audit
committee consists of controlling the work of the internal auditor. Indeed, according to these two authors,
the audit committee must evaluate and validate the program and work plan, the allocated budget, as well as
the results obtained by the internal audit.

In the audit committee-internal control relationship and in a classic approach, internal control is identified
as the set of processes and mechanisms which make it possible to ensure the protection and conservation

of heritage, to obtain quality information as well as ensuring that management recommendations are
implemented. (Bernard et al, 2008; Grand et al, 2002; Ouashil et al, 2017; Pigé, 2002; Ouashil, 2017)

To ensure that a system of internal controlis established within a company, the treadway report (1987), the
Smith report (2003) as well as the Blue Ribbon committee report (1999) argue that the monitoring role of

the audit committee would consist of ensuring that the company has designed an effective internal control
system (Imaraghni, Nekhili, Chtioui; 2000).

Morteover, at the level of banks, the Basel committee on banking supervision (2001) suggests that the
creation of an audit committee within credit establishments constitutes a solution which addresses the
difficulties that a board may encounter to guarantee the existence and maintenance of an adequate internal
control system. Indeed, according to Chtourou and Ben Hassin (2006), the effectiveness of internal control
can be improved by the presence of the audit committee which supervises the audit work (internal-external).

In the audit committee — external audit relationship, the Sarbanes Oxley law (SOX, 2002), stipulates that
the prerogatives available to the audit committee are summarized as:

e Arbitrate any conflict of audit opinion with management.

* Ensure that the fee budget allocated to the external auditor is appropriate.

* Manage the process of appointment and dismissal of the external auditor.

a) Arbitration of conflicts between external auditor — management

Boumaza and Gandouzi (2014) argue that the external auditor-manager conflict is due to pressure exerted
by the latter in order to validate some reservations mentioned by the external auditor in his report
According to the authors, audit committees must arbitrate the disagreement between managers and the
external auditor while preserving the independence of the latter.

b) Actions regarding the diligence and fees of the external auditor:

Boumaza and Gandouzi (2014) argue that in order to strengthen internal control procedures and
consolidate the reliability of the accounts, the committee can: “require in-depth diligence from external
auditors to better cover certain risk areas; and set their fees as well as their working hours budget.”
Cohen ez al. (2002) reveal that %4 of the external auditors surveyed announce that their discussions with the
board of directors or the audit committee have a great effect on the planning stage as well as on the
estimation of audit risk.

¢) Appointment and dismissal of the external auditor:

According to Boumaza and Gandouzi (2014), among the fundamental prerogatives of the audit committee

towards the external auditor, is to protect the latter from managerial pressures and this by warding off
opportunistic changes. Indeed, according to the authors, managers more easily replace an auditor who
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communicates a qualified report in favor of an auditor who will communicate a report in their favor
(without reservation).

On this subject, the Bouton report (2002) provides that the selection procedures must be managed by the
audit committee. Through the 8t directive, it recommends to the board of directors the formation of an
audit firm (article 41-3).

Regarding the audit committee-quality of financial reporting relationship, Belarej and Oukassi (2020) argue
that, according to the literature, the reliability of financial information is measured by the absence:

¢ Intentional misstatement in the financial statements disclosed.
* The existence of manipulation of the income and expense accounts for the financial year.

Therefore, according to them, the supervision of the work of preparing financial statements is one of the
main responsibilities allocated to the committee responsible for the audit.

The importance of this role is undisputed and proven by a significant number of professionals as well as
regulatory bodies such as the Blue Ribbon Committee (BRC, 1999), the Treadway (1987), the Smith Report
(2003), advanced by Maraghni, Nekhili and Chtioui (2018).

To clearly summarize the role of the audit committee as an internal governance mechanism within the
company, we propose the table below:

Table 1. The role of the audit committee as an internal governance mechanism

Audit committee functions

Plan

Control

Communicate

Strengthening  the internal and
external audit program

Monitoring the audit plan

Report of the board of directors

Recommend external auditor

Verification — of  information
system, internal control and risk
analysis

Assessment of the internal and
external report syntheses

Guarantee better

quality of

Arbitrage of managers-auditors

Report for questions of legal

service conflicts

compliance

Adaped from: Moussamir and Aouina (2020), “The contribution of the audit committee to the quality of
the financial audit process: A literature review”

In what follows, we will present our theoretical framework before stating our hypotheses.

Theoretical framework and hypotheses

Consistent with Shaker ¢# a/. (2018), the Audit Committee, represents the Board's interface with internal
and external auditors. Therefore, to better understand our subject, we will highlight the agency theory of
Jensen and Meckling (1976) by giving a general overview of itand then link it to the audit committee.

The andit committee as a mechanism for mitigating agency conflicts

Begne. J.M (2012) argues that the company is presented according to agency theory as being a node of

contracts established between the various actors (managers, shareholders, donors, customers, suppliers)
whose actions are determined by economic rationality.
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According to Gomez (1996), the existence of an agency relationship is due to the fact that the agent is
considered by the principal to be best placed to manage his own property. According to the same author,
the principal recognizes in the agent special abilities and knowledge. According to Jensen and Meckling
(1976), the manager tends to monopolize a fraction of the resources for his own consumption (discretionary
consumption). As a result, in accordance with Boujenoui., Bozec and Zeghal (2004), as soon as a delegation
of power takes place between the principal and the agent, this can give rise to agency conflicts.

In order to limit the risk of such an attitude coming from managers, control systems would then be essential
(Fama, 1980). On this subject, Pincus ¢f 2/ (1989) recommend that the use of permanent audit committees
is essential in conditions where agency costs are significant in order to optimize the quality of information
flows emanating from the principal (agent) for the benefit of the principal (main).

In the same vein, the literature on agency theory supports that the effectiveness of the audit committee
depends on the characteristics available to the latter such as external members, appropriate resources,

expertise and activities (Ika ez @/ 2012; Ghafran et al. 2018).

Similarly, Sarens et al. (2013) highlighted that diligence, expertise and independence represent fundamental
factors that have an effect on the effectiveness of audit committees.

Hypotheses Development

After having illustrated the theoretical aspect that we consider most applicable to our research, we present
the different appropriate hypotheses which will allow us to obtain a better answer to our problem.

The first hypothesis: Size of the audit committee

The number of directors constitutes a decisive factor which determines the effectiveness of the audit
committee. [Pincus ef al. (2004)]

Likewise, according to the authors Questa and Oudat (2021), the audit committee should be administered
by more than three since the size of this body constitutes a crucial indicator of the quality of supervision.

Rahman e al. (2019) argue that when an audit committee is made up of a limited number of people, the
possibility of conducting fraudulent activities is high. Indeed, the latter can agree to plot and execute
fraudulent transactions.

For his part, Person (2009) states that there is a relationship between size and ethics disclosure and that
firms with large audit committees generally communicate more information about intellectual capital in

their reports.

Knowing that our study focuses on the financial performance of Tunisian companies listed on the BVMT,
we therefore propose the following hypothesis:

H1: the size of the audit committee has a positive impact on the financial performance of Tunisian
companies listed on the BVMT.

The second hypothesis: Independence of the andit commuttee

Fama e al. (1983) argue that independence constitutes an essential condition for the establishment of
effective control.

Mangena ez al. (2005) as well as Carlo ¢ a/ (2003) stated that the independence of this body is able to
guarantee the credibility and quality of the data reported.
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Muttakin ef a/. (2015) revealed that the creation of an independent committee amplifies the scope of control
and acts as a main “lever” to consolidate the autonomy of auditors. Also, these researchers have highlighted
that when a committee is made up of a majority of independent members, it is more likely that the latter
behave in an impartial manner in the estimation of reporting techniques, internal control and accounting.

In addition, the studies proposed by Mc Mullen ¢ a/ (1996) and Mangena ¢/ al. (2007) demonstrated a
positive association between the quality of information and the independence of members of the standing
audit committee. However, other research such as that conducted by Yang ¢ a/. (2005) as well as Agrawal
¢t al. (2005) were unable to show a particular association between the two variables cited above.

Given that our study focuses on the financial performance of Tunisian companies listed on the BVMT, we
suggest the following hypothesis:

H2: the presence ofindependent directors within the audit committee has a positive impact onthe financial
performance of Tunisian companies listed on the BVMT.

The third hypothesis: Number of andit commuttee meetings

According to Xie ¢f al (2003), constant scheduling and holding of recurring meetings are considered
indicators that make it possible to measure the commitment to the activity and work of the members of
the audit committee. Therefore, the number of meetings throughout the year providesinformation on their
concerns and concerns with the prospect that audit committees that meet on a regular basis are considered
to be the most competent in carrying out their mission.

Al-Mamun (2014) supported the idea that regular meetings of the audit committee can help to reduce the
lack of information and agency problem by providing investors with information correctand timely. Indeed,
Beasley ez al. (2002) showed that at the level of companies which perpetrated fraud, the audit committees
metless frequently compared to those of other companies belonging to the same field of activity where no
fraud was detected. Their research concluded that the committees belonging to the companies that
committed fraud met only once during the year compared to three or even four meetings for the others.

Given that the purpose of our work is to study the financial performance of Tunisian companies listed on
the BVMT, we present in the following the following hypothesis:

H3: the number of audit committee meetings has a negative impact on the performance of Tunisian
companies listed on the BVMT.

Research Methodology
Study sample and period

Our research sample is made up of 16 banks operating in Tunisia observed over a period of five years
(2017-2021).

In order to analyze the relationship between the two variables financial performance and the audit
committee of these financial institutions, we collected data through the accounting statements and reports
published on the MACSA and CMF websites as well as referring to circular n°2011-06 of May 20, 2011 of
the BCT.

Description of variables

In what follows, we present the measures considered for the various variables that constitute the two
models of our research.
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The two variables to explain ROA and ROE were retained as a measure of financial performance and the

variables of interest are linked to the permanent audit committee.

Dependent variable: financial performance

The assessment and monitoring of performance ata company level represent two essential elements for a
company to be effective and efficient. The performance of the firm affects all societal, economic, social,
organizational and financial levels. In our research, we will focus mainly on the financial performance of
banks operating in Tunisia and study the correlation between the latter and the characteristics of the
permanent audit committee. Financial performanceis a guide measuring the financial performance of an
organization. Foran investor, the latter constitutes a criterion on which he bases himself in order to estimate
the profitability of an investment. A range of indicators have been used in various researches to measure
financial performance such as EVA, Market to book, ROE, Tobin's Q, ROA etc. In our study, we will
mainly be interested in studying financial performance through the two indicators ROA and ROE as in the
research of Zulkafli ez a/. (2007); Sufian ez al. (2010); Ong ¢t al. (2013); Kim ¢f a/. (2010); Al-Saidi ef a/. (2013).

Independent variables
Audit committee size

For an audit committee, size is a fundamental factor that supports its success, Al-Jalahma (2022). Indeed,
according to Bedard ¢ 2/ (2010), audit committees which are characterized by a significant number of
directors are qualified to have a wealth in terms of opinion, examination, professionalism, and acquired
knowledge to guarantee higher supervision.

Similarly, MCCG (2012) suggests that the number of directors on an audit committee must be at least 3
people.

Therefore, we will take into consideration the size variable in our study to examine its effect on the financial
performance of banks operating in Tunisia. The data relating to this variable were measured through annual
reports and Circular Ne 2011-06 of May 20, 2011 of the BCT.

Independence of the andit committee
In the context of corporate governance, the audit committee considers itself to be a crucial factor, and this
is because the independence of these members allows it, through various control mechanisms, to monitor

the deficient conduct of managers according to Bansal ¢f a/. (2010).

Along the same lines, Hamdan ¢# 4/ (2013) argue that the independence of this body is likely to enable it to
effectively monitor the accounting statements.

Likewise, Person (2005) argues that the probability of committing fraud becomes minimal when this
committee is autonomous.

Therefore, we will take into consideration the independence variable in our study to examine its effect on

the financial performance of banks operating in Tunisia. The data relating to this variable were measured
through annual reports and Circular Ne 2011-06 of May 20, 2011 of the BCT.

Number of andit committee meetings

For Fakhfakh (2018), the frequency of meetings foran audit committee can be indicative ofits effectiveness
in the practice of its control functions.
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Indeed, Abbotter al (2003; 2004) noted that holding meetings atleast four imes per year makes it less likely
to rework its accounting statements.

Similatly, Aljaaidi e a/. (2015) noted that the delay in audit reports can be mitigated by meetings held by the
latter ona frequent basis.

Therefore, we will take into consideration the meeting variable in our study to examine its effect on the

financial performance of banks operating in Tunisia. The data relating to this variable were measured
through annual reports and Circular Ne- 2011-06 of May 20, 2011 of the BCT.

Control variables

The two variables size and leverage of banks used in this study represent two control variables that will help
us better understand the effect of the audit committee through these characteristics on financial
performance.

Size of the company

To measure this variable, we will apply the “natural logarithm of total assets” as it was practiced in the
research of Bronson ¢ al. 2009; Pearce ¢ al. 1989; Sharma ez a/. 2009; Godard 2002.

Debt level

To measure this variable, we will use the following formula “debts / total assets” as in the studies of MC
Daniel, (1989); Bouaziz ez al. (2012) and Turner et al. (2001).

Regression model specification

To answer out problem which secks to examine the relationship between the audit committee through
these characteristics and financial performance, we will present our two econometric models in the
following:

ROA4A= BO + BI TAICA i+ + B2 ID.CA i+ + B3 NBR-CA ;; + B4 TAI.FRM ; + B3
DET-FRM i+ + £T i

And:

ROE= B0 + Bl TAICA i+ + B2 ID-CA i+ + B3 NBR-CA ir + B4 TAI'FRM i + B3
DET-FRM i+ + £T it

With i= company, t= period and e;= Error term

Main Results

The main objective of our study is to examine the relationship between the dependent variables relating to
audit committees (number of meetings; size, independence) and the independent variables relating to
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performance (ROA and ROE). The purpose of this section is to first illustrate the descriptive statistics for
the two independent variables and the audit committee variables of interest. Second, we will carry out the
linear regression after running the preliminary tests. Finally, we will interpret the results obtained by linear
regression.

Descriptive analyses

Table 2. Descriptive statistics relating to the variables used in the two models.

Variables Observations Mean Sd dev. Minimum Maximum
ROA 75 0.0047904 0.018467 -0.0816722 0.034
ROE 75 -0.0156564 0.6172945 -4.518481 0.461
Taica 75 3.586667 0.6386924 3 5

Idca 75 1.24 0.4299591 1 2
Nbrca 75 6.2 0.6367145 5 9
Taifrm 75 15.66984 1.596753 13.32366 20.57602
Dbtfrm 75 0.9111459 0.0245411 0.8430289 0.9819249

According to the table above, the results highlight that the level of performance of Tunisian banks measured
by Tobin's ROA is on average 0.0047904. Its values range between a minimum of -0.0816722 and a
maximum of 0.034 and with a standard deviation equal to 0.018467.

Likewise, the results highlight that the level of Performance of Tunisian banks measured by ROE is on
average -0.0156504. Its values extend between a minimum of -4.518481 and a maximum of 0.461 and with
a standard deviation equal to 0.6172945.

As for the independent variables, the table above shows that the average audit committee size is 3 with a
standard deviation of 3.586667. The size of the audit committee varies between 3 and 5 members.

Furthermore, the table shows that the average independence of board membersis 1.24 with a standard
deviation of 0.4299591. As for the number of meetings of the audit committee, the latter is on average 6.2
or (7) per year with a minimum of five meetings per year and a maximum of nine meetings per yeat.
Descriptive statistics reveal that the size of Tunisian banks measured through the natural logarithm of their
assets does not exceed an average of 15.66984 with a minimum of 13.32366 and a maximum of 20.57602.
Finally, the results in Table 1 reveal that the average level of debt of the banks forming our sample is 91%.
A debt ratio < 100% means that companies have little debtand are therefore able to resort to long-term
borrowing.

Correlation analyses and checking the excistence of multi-collinearity

In order to guarantee the absence of a co linearity problem between the independent variables introduced
into our model, we will use the Pearson correlation matrix followed by the execution of the VIF test to
affirm the absence or presence of this problem.

Pearson Correlation Matrix

According to Kennedy (1985), a Pearson correlation coefficient greater than 0.8 suggests the existence of
multi-collinearity between the variables.

Table 3. Pearson correlation matrix

taica | idca | Nbrca | taifrm | dbtfrm
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taica 1

idca 0.0217 1

Nbrca 0.0066 0.4146 1

taifrm -0.0277 0.1602 0.0825 1

dbtfrm -0.1740 -0.0285 -0.0173 -0.0155 1

According to the table above, all of the correlation coefficients are < 0.8 and most of them do not exceed
the threshold of 0.5 with a maximum value of 0.4146 between the variable Nbrca and idca. We therefore
conclude that there is no problem of multi-collinearity between the variables included in our model.

VIF Test

In order to confirm the results presented at the level of the Pearson matrix, we will carry out the VIF test.
According to Chatterjee, Hadi and Price (2000) and Hamadi ¢ a/ (2016), there is a multi-collinearity
problem when the VIF value is greater than or equal to 10 with a mean VIF greater than 2.

Table 4. VIF test

Variables VIF 1/VIF
Taifrm 1.23 0.811326
Dbtfrm 2.05 0.827769

Idca 1.03 0.968321
Nbrca 1.03 0.968803
Taica 1.03 0.972779

VIF Mean =1.11

According to the results presented in the table above, we can see that no variable in our model has a value
>10 and that the average VIF does not exceed 2. We can therefore conclude through the matrix of Pearson
correlation as well as the VIF test means the absence of multi-collinearity between the explanatory variables
of our two models.

Haussmann Test and regression results

We consider the Hausman test for our panel data in order to choose to interpret MCO or MCG regression
model.

Table 5. Hausman Test

Value Signif. Model to choose
Hausman Test 39,07 0,0000 < 5% Fixed effects

From the table above, we see that the probability which is equal to 0.0000 is below the critical value chi 2
which is equal to 5%. This therefore means that the model to choose to analyze is a fixed effect.

Regression Results
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Table 6. Results of the main regression analyses

Variables coefficient P> It
Taica 0095726 0.007*+*
Idca 0077524 0.096*
Nbrca .0024299 0.433
Taifrm -.0029839 0.010%*
Dbfrm -.242811 0.002**
R2 =0.3786

Rk sig 4 1%, ¥ sig a 5%, *sig a 10%.

Table 5 shows regression with the year-fixed effect and we can confirm that our hypotheses about Taica,
Idca, Taifrm, Dbfrm are confirmed.

For the excplanatory and regarding the control variables, we note

First of all, there is botha positive (0. .0095726) and significant (p= 0.001 = 1%) association between the
taica vatiable and Tobin's Q. This result is consistent with our first suggestion. We therefore validate our
first hypothesis H1.

This shows that the financial performance of Tunisian companies is positively affected by the number of
directors forming the audit committee. Indeed, Bedard e a/ (2004) suggest that it is necessary to increase
the number of directors in an audit committee in order to guarantee better effectiveness in supervising the
financial and accounting process.

In addition, a positive (0.0077524) and significant (P =0.0964< 10%) association was noted between the
two vatiables Tobin's QQ and idca. The independence of the members of the Boatrd of Directors does affect
the Performance of listed Tunisian companies. However, a negative (-0. 0029839) and significant
association (P=0.010 < 5%) is noted between the two variables Q of Tobin and Taifrm. Indeed, according
to Vafeas (1999), the number of meetings can be advantageous for a company when the benefits derived
from the meetings exceed the costs incurred. This leads us to believe that in the case of our companies, the
costs incurred for organizing meetings are greater than the profits obtained from them. Finally, we note the
existence of a negative association (-.242811 ) and also significant (P = 0.002 < 5%) between the two
variables Q of Tobin and dbtfrm.

From the results obtained, we can conclude the following:

® The size as wellas the number of meetings of the Board of Directors constitute two determining elements
of the Performance of Tunisian companies.

® The level of debtas well as the size of the company are negatively linked (-) to the Performance of
Tunisian companies.

Conclusion
The object of our research consists mainly of analyzing the link between the characteristics relating to the
audit committee and the financial performance of Tunisian companies measured by Tobin's Q. This study

secks to deepen and complement previous reviews by studying this link in the Tunisian context.

It is in this context that the problem of our dissertation is inserted, which aims to study the effect of the
determinants of the audit committee on the financial performance of Tunisian firms.
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To state the hypotheses of our work, we mobilized various theories such as: agency theory, institutional
theory and signal theory.

To answer our problem, we first distributed a questionnaire to 17 Tunisian companies listed on the stock
exchange (BVMT) over a period of two years (2020-2021) given the unavailability of relative data to the
Audi Committee onthe Bourse des Valeurs Mobilieres de Tunis website. Then, we specified an economettic
model relating the variables relating to the characteristics of the audit committee and financial performance
measured by Tobin's Q. The estimation of this model allowed us to conclude that all our hypotheses are
validated.

According to the results obtained, we note that the variable relating to the size of the audit committee has
a positive influence on financial performance measured by Tobin's QQ. On the other hand, the variable
relating to the number of meetings held by the audit committee has a negative impact on the financial
performance of listed Tunisian companies.

Despite the contributions of our research, it has limitations. Indeed, several establishments wete not
included in the sample such as investment companies, leasing companies as well as banks and insurance
companies given the specificity of their accounting standards. This limit, however, represents a perspective
towards future studies within these establishments.
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ANNEX

xtreg ROA Taica Idca Nbrca Taifrm Dbtfrm,fe

Fixed-effects (within) regression Number ofobs = 75
Group variable: Année Number of groups = 5
R-sq: Obs per group:

within = 0.3786 min = 15

between = 0.0991 avg = 15.0

overall = 0.3630 max = 15

F(5,65) = 7.92

corr(u_i, Xb) = 0.0097 Prob > F = 0.0000

ROA |  Coef. Std. Err. t P>|t| [95% Conf. Interval]

-+

Taica | .0095726 .0028872 3.32 0.001 .0038064 .0153388
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Idca | .0077524 .0045904 1.69 0.096 -.0014152 .0169201
Nbrca | .0024299 .0030775 0.79 0.483 -.0037164 .0085761
Taifrm | -.0029839 .0011219 -2.66 0.010 -.0052244 -.0007433
Dbtfrm | -.242811 .0751986 -3.23 0.002 -.392993 -.0926291

_cons| 2187711 .0765313  2.79 0.007 .0609277 .3666146

+
sigma_u | .00446201
sigma_e | .01513041

rho | .08000986 (fraction of variance due to u_i)

I test that all u_i=0: F'(4,65) = 1.19

Prob > F =0.3217
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