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+---------------------------------------------+ 
| Reestimated RANDOM EFFECTS Probit Model     | 
| Maximum Likelihood Estimates                | 
| Dependent variable                   FF     | 
| Weighting variable                  ONE     | 
| Number of observations              600     | 
| Iterations completed                  7     | 
| Log likelihood function       -93.76807     | 
| Restricted log likelihood     -101.0416     | 
| Chi-squared                    14.54704     | 
| Degrees of freedom                    1     | 
| Significance level             .1367025E-03 | 
| Sample is  3 pds and     200 individuals.   | 
| Wald test of  1 linear restrictions         | 
| Chi-squared =   10.11, Sig. level =  .00147 | 
+---------------------------------------------+ 

+---------+--------------+----------------+--------+---------+----------+ 
|Variable | Coefficient  | Standard Error |b/St.Er.|P[|Z|>z] | Mean of X| 
+---------+--------------+----------------+--------+---------+----------+ 

Z1       -.6573850011      .20673253       -3.180   .0015  5.2146575 
Z2       -.6206767311      .17035841       -3.643   .0003  6.9184081 

   Rho       .4472890829       .16005553        2.795   .0052 

 
Predicted 

------  ----------  +  ----- 
Actual    0    1    |  Total 
------  ----------  +  ----- 
0       582    9    |    591 
1         4    5    |      9 
------  ----------  +  ----- 
Total     586   14  |    600 
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              +---------------------------------------------+ 
              | Reestimated RANDOM EFFECTS Probit Model     | 
              | Maximum Likelihood Estimates                | 
              | Dependent variable                   FF     | 
              | Weighting variable                  ONE     | 
              | Number of observations              600     | 
              | Iterations completed                  7     | 
              | Log likelihood function       -93.76807     | 
              | Restricted log likelihood     -101.0416     | 
              | Chi-squared                    14.54704     | 
              | Degrees of freedom                    1     | 
              | Significance level             .1367025E-03 | 
              | Sample is  3 pds and     200 individuals.   | 
              | Wald test of  1 linear restrictions         | 
              | Chi-squared =     .01, Sig. level =  .92089 | 
              +---------------------------------------------+ 
+---------+--------------+----------------+--------+---------+----------+ 
|Variable | Coefficient  | Standard Error |b/St.Er.|P[|Z|>z] | Mean of X| 
+---------+--------------+----------------+--------+---------+----------+ 
 Z1       -.6573850011      .20673253       -3.180   .0015  5.2146575 
 Z2       -.6206767311      .17035841       -3.643   .0003  6.9184081 
 Rho       .4472890829      .16005553        2.795   .0052 
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              +---------------------------------------------+ 
              | Reestimated RANDOM EFFECTS Probit Model     | 
              | Maximum Likelihood Estimates                | 
              | Dependent variable                   FF     | 
              | Weighting variable                  ONE     | 
              | Number of observations              600     | 
              | Iterations completed                  7     | 
              | Log likelihood function       -164.7662     | 
              | Restricted log likelihood     -404.1250     | 
              | Chi-squared                    478.7176     | 
              | Degrees of freedom                    1     | 
              | Significance level             .0000000     | 
              | Sample is  3 pds and     200 individuals.   | 
              | Wald test of  1 linear restrictions         | 
              | Chi-squared =    3.08, Sig. level =  .07928 | 
              +---------------------------------------------+ 
+---------+--------------+----------------+--------+---------+----------+ 
|Variable | Coefficient  | Standard Error |b/St.Er.|P[|Z|>z] | Mean of X| 
+---------+--------------+----------------+--------+---------+----------+ 
 ZD1       .5538633373      .31561179        1.755   .0793 -.14166667 
 ZD2      -.5274081039      .29126917       -1.811   .0702 -.98333333E-01 
 Rho       .9593816762      .69673759E-02  137.696   .0000 

  

  

Predicted 
------  ----------  +  ----- 
Actual   0    1     |  Total 
------  ----------  +  ----- 
0       399  192    |    591 
8       1    8      |      9 
------  ----------  +  ----- 
Total     400  200  |    600 
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The Role of Accounting Information in Predicting Financial Failure 
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Abstract: Accounting seeks to provide relevant financial information that assists decision makers in reaching 
sound decisions that help in allocating economic resources in a perfect way. The research main goal is to 
investigate the relevance of accounting ratios calculated based on published financial statements by using the 
Altman Z score in predicting the financial failure of Saudi firms before one or two years from its occurrence. 
The research uses The Probit Model for Panel Data of 200 Saudi firms for a period of 5 years, from 1999 to 
2003. 

The major finding of this paper is that there is a strong relationship between the calculated Z score 
before one or two years from the financial failure and the actual financial failure of Saudi firms. Moreover, the 
findings revealed that there isn't any significant difference between calculated Z score before one year and 
before two years, which indicates that the calculated Z score before two years can be reliable in predicting 
financial failure. 
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