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Abstract :  
This paper empirically examines the effect of public revenues, economic 

diversification on financial solvency and budget deficiency to know the degree of 

economic diversification which contributes to maintain public spending in the 

long-run and achieve financial sustainability. The findings of this study show that 

financial solvency is closely linked to oil price fluctuations, and there is no effect 

of ordinary taxation. The results also demonstrated that the ratio of the industrial 

sector to Gross Domestic Product (GDP), it has a positive effect and there is a 

long-term relationship between public expenditures and public revenues, no 
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existing of financial sustainability, all this requires diversification in revenue 

sources, especially ordinary taxation, and the economy by promoting the 

agricultural, tourism and industrial sectors outside of hydrocarbons. 

Keywords: financial sustainability, economic diversification, rentier economy, 

Algeria. 
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Dependent Variable: GR (Method: ARDL) 
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DependentVariable: FM 

CointegratingForm 

Variable Coefficient Std. Error T-Statistic Prob. 
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Dependent Variable: GR (Method: ARDL) 

Selected Model: ARDL(1, 0, 2) 

Variable Coefficient Std. Error t-Statistic Prob.* 

FM(-1) 0.931076 0.150075 6.204057 0.0001 
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CointEq(-1) -2.918133 0.703815 -2.246166 0.0455 

Long Run Coefficients 

Variable Coefficient Std. Error T-Statistic Prob. 
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