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Abstract

This study aims to determine the effect of the market structure on the
performance of the Algerian banking sector through the mediation of the
conduct of incumbent banks, instead of measuring the traditional direct effect of
the market structure on the performance, which may give misleading results.

To determine the effect of structure and conduct on performance, the
panel data models of the period 2010-2018 were used. The structure—
conduct-performance paradigm hypothesis was tested primarily, and the
hypotheses of contestable markets, relative market power, and Friedman's
hypothesis, secondarily, in order to reveal whether the good performance of
banks was the result of collusion and monopolistic practice. Also the high
market concentration of and high entry barriers contributed to its emergence.
That may negatively affect the competitiveness of borrowing firms, due to the
high financing costs of their investments, which requires state intervention in
order to promote competition. Or that the good performance of banks is due to
their size and their large market share. Or there are other factors not related to
the structure of the market or to the size of banks that determine the
performance of the sector.

The study concluded that the Algerian banking sector is not contestable
because of the existence of barriers to entry, that prevent the entry of new
firms. This allows the market concentration to positively affect the monopolistic
behavior of banks, and therefore allow banks to charge higher interest rates on
loans and lower interest rates on deposits. Whenever the number of incumbent
banks decreases or the variance in their market shares increase, which is
consistent with the hypothesis of the structure—conduct-performance paradigm
and inconsistent with Friedman's hypothesis. While the effect of market share
was negative on performance, which proves that the hypothesis of relative
market power in the Algerian banking sector was not achieved.

Keywords: Market structure, Strategic behavior, Performance, Banking sector.
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Résumeé

Cette étude vise a déterminer l'effet de la structure du marché sur la
performance du secteur bancaire algérien a travers la médiation du
comportement des banques existantes, au lieu de mesurer l'effet direct
traditionnel de la structure du marché sur la performance, ce qui peut donner
des résultats trompeurs. Pour déterminer l'effet de la structure et du
comportement sur la performance, les modéles de données de panel ont été
utiisés au cours de la période 2010-2018, I'hypothése du paradigme
structure— comportement —performance a été testée principalement, et les
hypothéses de marchés contestables, de pouvoir de marché relatif et
I'hnypothése de Friedman, ont été testés en second lieu. Ce bi-test a pour le
but de révéler si la bonne performance des banques était le résultat de
collusions et de pratiques monopolistiques. Dont la forte concentration du
marché et les barrieres a I'entrée élevées ont contribué a son émergence, Cela
peut affecter négativement la compétitivité des entreprises emprunteuses, en
raison des colts de financement élevés de leurs investissements, ce qui
nécessite une intervention de I'Etat afin de promouvoir la concurrence. Ou que
la bonne performance des banques est due a leur taille et a leur large part de
marché. Ou bien il existe d'autres facteurs non liés a la structure du marché ou
a la taille des banques qui déterminent la performance du secteur.

L'étude a conclu que le secteur bancaire algérien n'est pas contestable en
raison de l'existence de barrieres a l'entrée, qui empéchent l'entrée de
nouvelles banques, ce qui permet a la concentration du marché d'affecter
positivement le comportement monopolistique des banques, et donc permettent
aux banques d'imposer des taux d'intérét plus élevés sur les préts. Et
également imposer des taux d'intérét plus bas sur les dépéts, chaque fois que
le nombre de banques existantes diminue ou que la variance de leurs parts de
marché augmente. Cela est bien cohérent avec I'hypothése du paradigme

structure—-comportement-performance et incompatible avec I'hypothése de

VI



Ladle

Friedman. Alors que l'effet des parts de marché a été négatif sur la

performance, ce qui prouve que I'hypothése de pouvoir de marché relatif n'a

pas éteé réalisée dans le secteur bancaire algérien.
Mots clés: structure du marché, comportement stratégique, performance,

secteur bancaire
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0,42% | 0,58% | 0,51% | 0,44% | 0,36% | 0,41% | 0,43% | 0,38% | 0,44% |ABC bank

1,93% | 2,06% | 1,63% | 1,49% | 1,49% | 1,34% | 1,05% | 0,75% | 0,66% | AGB

0,79% | 0,63% | 0,38% | 0,26% | 0,21% | 0,31% | 0,27% | 0,19% | 0,00% | Alsalam algeria
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0,00% | 0,00% | 0,00% | 0,00% | 1,00% | 0,93% | 0,74% | 0,55% | 0,48% | Natixis
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0,49%| 0,51%| 0,56%| 0,53%| 0,47%| 0,55%| 0,47%| 0,44%| 0,53% | ABC bank
1,70% 1,73% 1,49% 1,44% 1,56% 1,58% 1,52% 1,20%| 0,81% | AGB
0,76%| 0,51%| 0,37%| 0,29%| 0,35%| 0,53%| 0,47%| 0,37%| 0,00% | Alsalam algeria
0,00%| 0,00%| 10,44%| 10,96% | 10,14%| 9,67%| 9,70%| 9,86%| 7,78% | BADR
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13,73% | 13,59% | 14,92%| 0,00% | 11,63%| 12,74%| 12,58% | 11,71%| 10,31% | CPA
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0,42%| 0,29%| 0,29%| 0,17%| 0,17%| 0,22%| 0,26%| 0,29%| 0,33% | FRANSABANK
0,00%| 0,00%| 0,00 0,00%| 0,00%| 0,00%| 0,28%| 0,27%| 0,19% | HOUSING BANK
2,58% | 2,54%| 2,46%| 2,13% 1,80% | 2,19%| 2,40%| 3,00%| 3,21%|SGA
0,63%| 0,57%| 0,46%| 0,47%| 0,47%| 0,52%| 0,44%| 0,49%| 0,61% |trust
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%56,30 18,60% 37,70% 37,70% 2007
%57,40 19,10% 38,30% 38,30% 2008
%53,10 20,50% 32,60% 32,60% 2009
%55,40 20,60% 34,80% 34,80% 2010
%55,40 21,50% 33,90% 33,90% 2011
%53,70 24,90% 28,80% 28,80% 2012
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3724,7 530,7 1451,7 1982,4 0 1742,3 1742,3 2011
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45,35% | 46,58% | 53,42% | 51,37% | 48,22% | 48,51% | 47,42% | 51,03% | 41,74% | ABC bank
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2,45% | 1,90% 2,08% | 1,96% | 2,72% | 2,65% | 2,82% 2,20% | 2,51% | ABC bank
1,80% | 1,42% 1,39% | 2,05% | 2,27% | 3,62% | 3,80% 3,45% | 3,54% | AGB
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Series: Residuals
Sample 2010 2018
16 Observations 102
— Mean -7.27e-18
12 | Median 1.39e-06
I I Maximum 0.022144
Minimum -0.018297
g Std. Dev. 0.006982
Skewness 0.268130
Kurtosis 3.605617
49 Jarque-Bera  2.753704
Probability 0.252372
o lmm B [ = =

T
-0.02 -0.01 0.00 0.01 0.02

Eviews 9 zaliy cilajia 1 jaadll
Jalae Rady hall ) Jog (sl pluall Tavsgiall o Bl bl J<8) DA e
dal) Caage Caia slgill 53 Sl zadl o e Ju L 0.268 (sl Skewness ¢lal)
(ude gy mhlie pe o Jlall pig ol JElbs 3.6 e 4 Kurtosis ded of WS oo
O paall Anmyd ot Wil saw Lo S (e <0.253 Jlaal 2.7 Jarque-Bera  dad «uls

( Breusch-Godfrey Serial Correlation LM jlia) ) 314l byl jlas) -2
pre 2 lgle slae¥) (Sa Yl V) 2 L gl Osmily Osula dad O a2
otoal e alae¥l 8 A Lz asall 8 Baady A elaby bl juriall sl Sl Jald)l asag

t ok WS il ulsy (Breusch—-Godfrey Serial Correlation LM

.34 i S Breusch—Godfrey Serial Correlation LM jLis) :30-5 Jsaa

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 0.001882 Prob. F(2,89) 0.9981
Obs*R-squared 0.004272 Prob. Chi-Square(2) 0.9979

Eviews 9 zaliy cilajda 1 juadll

0.9979 s 2 slals Chi-Square gus IS ddlaal Gf Laadi odlel Jsaal) e
L3 Ll g ade paadl Auap i b5 0.05 e ST a5

) adly Gl Jeaally ChEaY) (e de gans ehal & cplall @ld axe (e Goaill
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Cpbill bl ade clad) :31-5 Jaa

damll allaay) BIEEQY
eild axc 0.0017 Prob. _F(9, 91) F-statistic Breusch-
0.0032 Prob. Chi-Square(9) Obs*R-squared Pagan-
ceall | 0.0019 Prob. Chi-Square(9) Scaled Godfrey
explained SS
ol | 03216 Prob. F(9,91) F-statistic Harvey
) 0.3115 Prob. Chi-Square(9) Obs*R-squared
cpldl | 0.1740 Prob. Chi-Square(9) Scaled
explained SS
ol | 09965 Prob. F(1,98) F-statistic ARCH
| 0.9965 Prob. Chi-Square(1) Obs*R-squared
ekl
ol | 0.0585 Prob. F(50,50) F-statistic White
' 0.1256 Prob. Chi-Square(50) Obs*R-squared
cplll | 0.0734 Prob. Chi-Square(50) Scaled
explained SS

Eviews 9 zaliy clajie Ao aldeYh cllall slae) (e 1 jaadll

dgag ade g el cupal Aoyl dual (e chladl 3D o Laad olel Jsaall

e Wyl (Sezpall o taglan) ol Jalls culall il ae (S

o1 aial) pbas (B guad) JSA G ABNR) ) caldaal)

Gl oY) e clangal)l dgluy Bondl J<a (e IS A1 ledaY Al Aaladl) o wy
Oe Gl (Al Gl ) e (Sl T AU Asleall iy ccalilly SN Loyl (e
bl Byl

I e i) glug gmd) IS T oY
t )z 3saill i o Uil el e gl @llus Bonll (S A waa)

ROA = C+ a(1)*NIM + a(2)*HHI + a(3)*MS + a(4)*COEFFICIENT _D_EXPLOITATI + a(5)"EQUITYTA +
a(6)*GDP_GROWTH__ANNUAL___ + a(7)*INFLATION + a(8)*DUMMY_ISLAMIC + a(9)*DUMMY_PUBLIC

TAgail) padig gluaa LSA) -1
S Jsaally ¢ sbaa Hlodl) ehaly L duhall dae @il @bl auliall #3all lady
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Teste F stat P value
d’homogénéité
Testel

1.123353727266325 0.5500434283696431
Teste2

0.8718325824285057 0.6637272366218268
Teste3

3.288111512143331 0.001463383156412157

Eviews 9 =aliy cilajie Ao aldeYh cllall slae) (a1 juadll
Ao cul€y Al 0lS mpeaill 3 gl Juii J5¥) HLEaU aael) daajd Jsdl ki

:‘._?J:\ \.ASJgJBﬂ\

ROA = 0.12774449515 + 10.1306222084*NIM + 13.076536327*HHI - 3.05096749959*MS -
3.98801227777*COEFFICIENT_D_EXPLOITATI + 1.97992501291*EQUITYTA +
0.188685032329*GDP_GROWTH__ANNUAL____ + 0.0961315931726*INFLATION -
0.0709878306218*DUMMY_ISLAMIC - 0.658462626508*DUMMY_PUBLIC

i) il adly ) Jpaally
zisalll sk il :33-5 Jsaa

P.value t Ailaal Sy AP il
0.0020 3.187192 0.127744%** C
0.0260 2.262090 10.13062** NIM
0.0000 6.822146 | 13.07654*** HHI
0.0457 -2.025338 |  -3.050967** MS
0.0000 -7.488756 | -3.988012*** CE
0.0000 4.333427 1.979925*** EQUITYTA
0.0021 3.167508 0.188685*** GDP GROWTH
0.0006 3.561474 |  0.096132*** INFLATION
0.6406 -0.468438 -0.070988 DUMMY ISLAMIC
0.0098 -2.638538 | -0.658463*** DUMMY PUBLIC

R2=0.706200 Adjusted R2=0.677459 F=24.57092 ProbF=0.0000 DW=1.504304

Eviews 9 zaliy clajia Ao alde Yl llall slae) (a1 jaadll
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Ol liadeas %1 Aigiee (gsime die Adlas] ANVY @l 10 deal e clabea 7 LDl
Aed (i LS P10 pe dagian jpe Baaly Aalae CulS L (%5 Lpsine (Sl die Lilias)
67 o SSI jpuis o ol bl z3sall of 0.677 @ ol s mavadl yoaill Jales

e o gl (e 2l

lsdl JLas) -2

L Bloall paudal) ai i) jLas) —i
sl sl hlaals sl (@)Sill o aa) Jiey Sl JSa)
AU g agaill Blgall adal) aujeil) lad) :23-5 J<a

12

Series: Residuals
Sample 2010 2018

10 Observations 102
s | | - Mean -1.64e-16
Median -0.007889
Maximum 1.139345
6 [N - Minimum -1.462439
Std. Dev. 0.473097

Skewness -0.178961

) Kurtosis 3.553499
2 Jarque-Bera  1.846492
H Probabilty ~ 0.397228
Ot————F+++— T T
-15 -1.0 05 05 1.0

Eviews 9 zaliy cilajda 1 juadll

0.0

Jalae Gadiy pall N o (ol oloa) Jangial) o Laadls Gl Sl P 0
Aaal) Caage Ciia olgil) 3 (@S mad) of e Ju L 0.179 (sl Skewness ¢fal)
(e e mhlie ye el ays ol Mlls 3.55 (e 3 Kurtosis ded of WS oo
Wl G Lo IS e ¢ 0.05 e SI 45 0.397 Jlasly 1.84 Jarque—Bera .8 cuilSy
sl wyall ain Bl Aalus O35S paall daajd Jis
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( Breusch-Godfrey Serial Correlation LM jL3il ) g:.\ll\ Ly Jlad) —a

oo s 1,48 o smdly Liall daal) el o ST gay 1.50 Gsmsly (s Aad il
Dbl Ll Gl celly il 5 Bl asas aiadl oSa Y Julls cgpealll dnal) Al
OWAY) dami muasy Ul Jsaalls Breusch-Godfrey Serial Correlation LM

. Bl Breusch-Godfrey Serial Correlation LM jLia) :34-5 Jsaa

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.861308 Prob. F(2,90) 0.1612
Obs*R-squared 3.847464 Prob. Chi-Square(2) 0.1461

Eviews 9 C..ALD.} U'_ﬂAJM :J.A.a.a.d\

@l f adlaaly 0.1416 sbs 2 sUaly Chi-Square  auyp @\S ddlas) of L

3 Ll 3mg pis pael) Anad s L5 0.05 e Sl Laas 0.1612

2 padly ) Jsaally LAY (e A sane eha) & el @il axe (e il
Opbill bl ade clad) :35-5 Jaa

Aaml allasy) ooy
ol 0.1833 Prob. F(9,92) F-statistic Breusch-
' 0.1824 Prob. Chi-Square(9) Obs*R-squared Pagan-
Cplad) 0.0476 Prob. Chi-Square(9) Scaled explained Godfrey
SS
ol 0.4553 Prob. F(9,92) F-statistic Harvey
' 0.4381 Prob. Chi-Square(9) Obs*R-squared
Ctal) 0.1866 Prob. Chi-Square(9) Scaled explained
SS
ol 0.1143 Prob. F(1,99) F-statistic ARCH
) 0.1120 Prob. Chi-Square(1) Obs*R-squared
et
ol 0.5379 Prob. F(44,57) F-statistic White
) 0.4857 Prob. Chi- Obs*R-squared
Colad) 0.0622 Square(44) Scaled explained
Prob. Chi- SS
Square(44)

Eviews 9 zaliy clajie Je alaeWh llall dlae] (e 1 juadll
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Soluy Bondl JSa e IS A a8 & ey bl o Goud) < A ash ey
bl ji5e Sl oY1 e BT iy ALl & cgilad) hpaal g Ul ol e cilisisal
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t YISl

ROA = 0.33226153845 + 15.1741976421*HHI - 3.6735996627*MS -
3.96142044701*COEFFICIENT_D_EXPLOITATI + 2.1331072646*EQUITYTA +
0.179062969636*GDP_GROWTH__ANNUAL___ + 0.105866019136*INFLATION -
0.0612744603378*DUMMY_ISLAMIC - 0.688876999919*DUMMY_PUBLIC

:pail) il adly ) Jpaally
zisalll sk il :36-5 Jsaa

P.value t ddilaal Sy AP il
0.0001 3.969173 0.332262%** C
0.0000 8.853711 15.17420%** HHI
0.0171 -2.427822 -3.673600*** MS
0.0000 -7.282855 -3.961420*** CE
0.0000 4.620726 2.133107*** EQUITYTA
0.0040 2.949768 0.179063*** GDP GROWTH
0.0002 3.888683 0.105866*** INFLATION
0.6931 -0.395926 -0.061274 DUMMY ISLAMIC
0.0081 -2.705807 -0.688877*** DUMMY PUBLIC

R2= 0.655810 Adjusted R2= 0.630179 F= 27.87145 ProbF=0.0000 DW= 1.585483

Eviews 9 zaliy clajyie Je alaeWh llall dlae] (e 1 juadll
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Al Lgies ) ALaYL 0 ol f dilas) @il gpine K zasalll o Laadls
AN 3 S Al ) B! el palall aadl il bl (%] G die Clalad)

Y e Sl g0 %63 z3saill sy cAilial
‘",3\3.\.“ okasd) =2

Blgall pabal) ai i) jLas) -]
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12
- Series: Residuals
Sample 2010 1018
104 T Observations 102
8 - Mean -1.66e-16
Median -0.003716
] T Maximum 1.169882
6 - — Minimum -1.456613
Std. Dev. 0.473524
4l Skewness -0.190426
Kurtosis 3.563312
2 Jarque-Bera  1.965062
H Probability ~ 0.374362
0 m T T T T T T T T T T T T T T T
-15 -1.0 -0.5 0.0 0.5 1.0

Eviews 9 zaliy cilajia 1 jaadll

:0.37 < audlaaly 1.96 < @y ally Jarque-Bera el o355

( Breusch-Godfrey Serial Correlation LM jLiil ) ‘","a\.'ﬁ\ Ll Jlad) —a

S cplil) @l aae J<5e 3 158 caly Ally sadly ()l Aad Jaad paal Dl
Breusch-Godfrey loal ag ¢(1.85-1.51) (gpailly Liall dnall dadll ( 3)gana
P OWEAY) s gy Ul Jsaall Serial Correlation LM

.31 Bl Breusch—-Godfrey Serial Correlation LM jLia) :37-5 Jaa

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 2.274257 Prob. F(2,92) 0.1086
Obs*R-squared 4.757626 Prob. Chi-Square(2) 0.0927

Eviews 9 zaliy cilajia 1 jaadll
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0.0927 slss 2 claily Chi-Square  xuj @IS ddlaal of i Gilall Jeaall (e

-

LOplil) @bl axe LAA) -

b Aampd) ChLEsY) chali WLl 5 cplall GlE e JSEe (e gisad) sl LEaY

Al Jsaal)
Opbal) @il ase cfplad) :38-5 Jgaa
Al Aallaay) BIEEQY
ol 0.0881 Prob. F(8,93) F-statistic Breusch-Pagan-
) 0.0918 Prob. Chi-Square(8) Obs*R-squared Godfrey
Cutal) 0.0690 Prob. Chi-Square(8) Scaled explained SS
ol | 0.6885 Prob. F(8,93) F-statistic Harvey
' 0.6682 Prob. Chi-Square(8) Obs*R-squared
Cutal) 0.7762 Prob. Chi-Square(8) Scaled explained SS
ols | 0.0510 Prob. F(1,99) F-statistic ARCH
' 0.0503 Prob. Chi-Square(1) Obs*R-squared
el
ol 0.1690 Prob. F(40,61) F-statistic White
) 0.1973 Prob. Chi-Square(40) Obs*R-squared
Cplal) 0.0011 Prob. Chi-Square(40) Scaled explained SS

Eviews 9 zaliy clajie Je alaeWh llall dlae] (e 1 juadll
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15 USed) Cm @il Lyl ¢ Uadll ol sy o sl el Juadll
352 opilileal) o ddylaa :39-5 Jgaa
3 Aalaal) 2 Adalaall
A Gl o)) e gl S Hhsa 392 oI Ao Jg S
& ol & gl
P.value lalzall P.value D lalaal) diall
0.0001 0.332262%** 0.0020 |  0.127744%*** C
/ / 0.0260 10.13062** NIM
0.0000 15.17420*** 0.0000 13.07654*** HHI
0.0171 -3.673600*** 0.0457 -3.050967** MS
0.0000 -3.961420%** 0.0000 | -3.988012*** CE
0.0000 2.133107*** 0.0000 |  1.979925*** EQUITYTA
0.0040 0.179063*** 0.0021 |  0.188685*** GDP GROWTH
0.0002 0.105866*** 0.0006 0.096132*** INELATION
0.6931 -0.061274 0.6406 -0.070988 DUMMY ISLAMIC
0.0081 -0.688877*** 0.0098 | -0.658463*** DUMMY PUBLIC
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L say cdana oo DRl i Aol ~ L Giag o ¢ Uil LS 480IS5 8 ol oSy o sl
Gle a8 duadl ol @aiat leaa SV gl aliid ol Cun QB Aagll e (385
Bl

a3l 138 o) LSS ¢(goinas ange il alh Joa) Jlaa) ) ASL ga il el
gl Lomsy 33l e ae by Lo dlgill L) DLl e

die Aglas) NS @b atddes culS Al ad) &L (gl sl Jaee il lailly
AN Apabai®Y) pmaasl) (b ueaills el B A OISy condpaill duills %ol Aasine (S
iald dbeay Aol cluwsall Lo alad A A 08 eyl Jad) w8l il
A8 padl il sall

sl o e Ju e case il %1 s e L Lgine oIS adail) i
anaill T ool (e LeiSer Lo RaBgiall il s 3hs 25Ul Ciligsie sty agi il
lealy)l e 2l

ol O (gl Asine Adilan) AV Al Gl BlY) gl aldl) el el dully
Gaday Galall ceagll sidl GSe o i Rapd 55 Y Lads ) Ll oIS 13 el
Lo 5 basas @il o6 o Lelaly cdtlian) A2 13 OIS Cun Lald ol Liasas IS 13 il

‘Cg;.l)uic

262



5 ISl @Al el g Unill gis o el Joadl)

Al Jadl) LadA

oald g il old) ISy cad gl olug (gihal) ipadl Geull J<a by DA
ale sladl Sgas at) AW lSia) (L ae 38155 Apeadd) Bsudl JS0 Ak o ) il 120
On i ) (el @ als edalls cajlial cbpasll o2a o W) dadln ST JSLa ) 4asil) s
aaed daals Byl ae 4 Aadlil) Closfall Tl AL Coal Cua g Uadll Lpulul) e
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JalSilly cilaiiall Jual Golai LS ¢SS aal sans Laggde zdis cJoaall Gloe Guprs e8lsbuadll
NE-APYell

—0S palic e peaie 6 ojliel Rungall ol @bl M B Jead) o8
Goudl U o Ll (B oyen LY el el gl zisen Chpaill & el
leie Aol Claslil) aal 58 ¥l 8y cbungall eaida 3 Al el il
il ol o Laa il Ly Alalaal) Gy G slaills

Aeay Sl Clangall b dale dbiay Al Glawia) & oY1 mlll Jadll (a0
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