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Abstract : 
The primary objective of this study is to analyze the impact of government revenue fluctuations on economic 
growth in Algeria from 1990 to 2022. The central question guiding this research is whether revenues from oil or 
non-oil sources significantly contribute to economic growth. To achieve this, we examine the dynamic 
relationship between government revenues and economic growth in Algeria using the Autoregressive Distributed 
Lag (ARDL) model. The findings indicate that all forms of revenue, including total oil and non-oil, positively 
affect economic growth in the short and long run. However, oil revenues have a greater impact on economic 
growth than non-oil revenues. This result partially explains Algeria's economic difficulties, as a decline in global 
oil prices often triggers a revenue shortfall. 
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Introduction 

Governments must execute diverse political, social, and economic functions to optimize social and 
economic welfare. To fulfill these responsibilities and obligations, the government necessitates 
numerous resources. These assets are referred to as Public Revenues. Furthermore, it is recognized that 
fiscal policy, which aligns government revenue and expenditure, is essential for fostering price stability 
and a sustainable increase in output, income, and employment—key indicators of economic growth. It 
is a macroeconomic policy tool employed to mitigate or avert short-term swings in output, income, and 
employment, steering an economy toward its potential level. Nonetheless, a comprehensive 
understanding of the correlation between government revenue and a nation's economic growth is 
crucial for smart fiscal policy, particularly in addressing budgetary deficits. ( CYRUS MAGU, 2013, p. 
1). 

Algeria is recognized as a significant hydrocarbon-producing nation, possessing proven crude oil 
reserves since the 1970s. With the onset of the crude oil boom, hydrocarbons have emerged as the 
country's primary export commodity, on which it heavily depends for revenue and foreign earnings.   
Conversely, historical evidence indicates that oil revenue is vulnerable to variations in worldwide oil 
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prices. This frequently leads to revenue instability, adversely affecting government expenditure and, 

ultimately, the economy . 

 The substantial reliance on oil earnings renders Algeria vulnerable to global price fluctuations and 
impedes efforts to build a diverse, robust economy. As international oil prices fluctuate, the nation 
faces substantial fiscal challenges that may jeopardize long-term economic stability. Consequently, a 
more resilient fiscal policy framework that incorporates diversified revenue sources is crucial to mitigate 

susceptibility to external factors . 

  Consequently, this research aims to assess the influence of Government Revenue fluctuations on 
economic growth in Algeria from 1990 to 2022 by posing the critical question, "Do revenues, whether 

derived from oil or non-oil sources, significantly affect economic growth”? 

 This study employed a Deductive Approach and a Quantitative research design to assess the impact of 
Government Revenue fluctuations on economic growth in Algeria, using the ARDL model and Eviews 

12 software . 

 The selection of the ARDL model is particularly pertinent for this study, as it provides a flexible and 
rigorous framework for examining the relationship between government revenues and economic 
growth in Algeria, particularly given the heterogeneous nature of the data. In contrast to alternative 
techniques, ARDL permits the incorporation of both short- and long-term dynamics without 

necessitating that variables be integrated in the same order. 

  This study will elucidate the relationship between government revenue and economic growth in 
Algeria. Furthermore, the findings will be significant for policymakers, particularly regarding taxation 

and budgeting, to maintain sustainable budgetary deficits . 

 The remainder of the paper is structured as follows. Section 2 reviews the literature; Section 3 
discusses the methodology; Section 4 presents the empirical findings; and Section 5 concludes. 

I. Literature Review 
1. Relationship between Government Revenue and Economic Growth 

Public finance for economic growth and sustainable development, particularly in an uncertain world, 
has emerged as a critical concern for scholars and policymakers. The literature presents several theories, 
hypotheses, and models that connect government revenues and expenditures to economic growth 
through various pathways at both the micro and macro levels. This comprehensive literature originates 
from Ricardo's seminal work on the financial system. Ricardo (1820) posits that taxation is the optimal 
means of financing government expenses. Wagner (1893) posits that an economy's real per capita 
income rises with an increase in the proportion of public expenditures relative to total receipts. Ramsey 
(1927) introduced the concept of optimal taxation, which Mirrlees (1971) subsequently elaborated. The 
theory of optimal taxation posits that tax collection aims to enhance societal welfare. Consequently, 
social planners ought to design the tax system to optimize total societal welfare while accounting for 
individual economic agents' preferences. As the theory proposes, a tax system is necessary to reduce 
market inefficiencies and distortions within a specific economic context (Slemrod, 1990). Moreover, 
Keynes (1936) contended that a rise in government expenditure is an acceptable policy instrument for 

stimulating effective aggregate demand and achieving the intended target . 

 Furthermore, the research reveals four hypotheses regarding the causal relationship between revenues 
and government. The initial concept is the tax-and-spend hypothesis, introduced by Friedman (1978) 
and Buchanan and Wagner (1978). Friedman asserts that there is a positive causal relationship between 
government revenues and expenditures. Consequently, a rise in revenues stimulates expenditure. 
Buchanan and Wagner assert that the correlation between government revenues and expenditures is 

inverse . 

 Recent empirical research indicates that the correlation between revenues and economic growth is 
more intricate. In Algeria, this complexity stems from the dual nature of its revenue sources: oil and 
non-oil. The oil sector's volatility frequently undermines the feasibility of robust fiscal policies, 
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underscoring the need for a deeper understanding of this link, especially given the growing imperative 

for economic diversification. 

  The second strand of the concept is known as the spend-and-tax hypothesis, proposed by Peacock 

and Wiseman  (1979 .)  

 The spend-and-tax hypothesis posits that an increase in expenditure results in increased revenues. Tax 
policy is formulated after assessing overall government expenditure. This guarantees the government 
will generate sufficient funds to fulfill its projected expenditures. Musgrave (1966) and Meltzer and 
Richard (1981) introduced the third hypothesis, fiscal synchronization. According to them, the 
relationship between government revenues and expenditures is reciprocal. The government's optimal 
fiscal strategy regarding revenue and expenditure depends on voters' preferences and decisions 
regarding their demand for public goods and services and their stance on the government's 
redistributive function. The fourth hypothesis, referred to as the institutional separation hypothesis or 
fiscal neutrality hypothesis, was introduced by Baghestani and McNown in 1994. This asserts that 
government revenues and expenditures are autonomous from one another. This is predicated on the 
notion that constitutionally, the responsibilities of the executive and legislative branches of government 
are distinct. This assumes there is no causal link between government revenues and expenditures. ( 
Raifu & Raheem, June 2018, p. 63). 

2. Review of Empirical Studies 

Many research projects have been undertaken about government revenue and economic development. 
Ali and Dalmar (2018) analyzed the impact of tax income on Kenya's economic growth from 1980 to 
2007 using the ordinary least squares approach. The findings indicate that tax income has a significantly 
favorable impact on economic growth. Tax revenues can only reach their full potential in the economy 
if the government formulates fiscal laws and regulations that align with macroeconomic objectives, 
thereby effectively deterring tax evasion, corruption, and tax avoidance. (Ali, Ali, & Dalmar, 2018). 

Additionally, Al-Masaeed and Tsaregorodtsev (2018) investigated the influence of fiscal policy, 
encompassing government expenditure, government income, internal public debt, foreign public debt, 
and exports and inflation, on Jordan's GDP growth from 1990 to 2010. The research employed 
multiple linear regression and the ordinary least squares (OLS) approach to evaluate the hypotheses. 
The study revealed that government expenditure, exports, and government income positively and 
significantly influence Jordanian GDP growth while simultaneously negatively and significantly 
affecting it. (Al-Masaeed & Tsaregorodtsev, 2018). 

Conversely, Symoom (2018) contended that government expenditure and tax revenue exert no 
significant influence on real GDP growth in South Asian nations—Bangladesh, India, Pakistan, and Sri 
Lanka—while investigating the effects of fiscal policy on economic growth in these four countries. Due 
to data availability, four countries were analyzed from 1980 to 2016 using the Error Correction Model 
(ECM) and the Autoregressive Distributed Lag (ARDL) model on pooled cross-section time-series 
data, as well as on panel data utilizing fixed-effects and random-effects estimators. My current research. 
(Symoom, 2018). 

Al-Sayegh (2019) investigated the feasibility of tax reforms in Kuwait to augment government revenue 
from non-oil sources by analyzing the correlation among changes in tax revenues, fluctuations in oil 
revenue, and changes in GDP, using time-series data from 1998 to 2015. The test results indicate that 
variations in tax collections have a negligible effect on fluctuations in Kuwait's GDP. Consequently, the 
Kuwaiti government could judiciously enact tax reforms to establish supplementary sources of income 
beyond oil revenue. Furthermore, it is contended that the government should incorporate 
comprehensive consumption and value-added taxes into Kuwait's tax framework, utilizing the funds 
generated to fund productive policies that foster long-term economic growth. (Al-Sayegh, 2019).  

Ammari et al. (2021) analyzed Algeria's efforts to achieve economic diversification, emphasizing the 
influence of the diversification index on economic growth beyond hydrocarbons, employing the 
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dynamic ARDL model and drawing on the Norwegian experience in oil resource governance. The 
study determined that the economic diversification policy has not effectively increased long-term non-
hydrocarbon growth rates; its short-term impact is gradual and marked by declining returns. The study 
indicated the imperative of using oil to establish new, sustainable businesses independent of ongoing oil 
extraction. (ammari, saadoune, & boutiara, 2021). 

 Similarly, Tagrerout et al. (2021) assessed the influence of economic diversification on Algeria's 
economic growth from 1980 to 2017 to underscore the significance of diversification for achieving 
higher economic growth. Algeria, a nation reliant entirely on oil earnings from its petroleum sector, is 
confronting the threat of instability amid the decline in oil prices now being experienced in 
international markets. This underscores the need for the Algerian economy to diversify its income 
sources and build a stable economy grounded in a diverse array of robust economic resources. This 
research established several findings, most notably the existence of a long-term association between 
economic diversification and economic growth over the study period; however, this relationship is 
tenuous due to the ongoing reliance of the national economy on oil as a primary source of revenue. 
(takeout, Ramla, & abdelhhak, 2021).  

Houari and Nekkal (2021) examined the efficacy of tax policy in fostering economic growth in Algeria 
from 1990 to 2019, concluding that a positive correlation exists between tax policy and economic 
growth, particularly through petroleum taxes, in both the short- and long-term. (Houari & Nekkal, 
2021). 

II. METHODOLOGY  

ARDL Model Estimation 

The ARDL modeling approach was initially developed by Pesaran and Shin in 1999 and further 
expanded by Pesaran et al. in 2001. The ARDL co-integration strategy offers several advantages over 
alternative co-integration strategies. In contrast to previous co-integration methodologies, the ARDL 
does not need the assumption that all variables involved must be integrated in the same order. The 
ARDL technique can be utilized irrespective of whether the underlying regressors are integrated of 
order one [I(1)], order zero [I(0)], or fractionally integrated. Secondly, unlike other co-integration 
methods affected by sample size, the ARDL test remains appropriate even with a small sample. Thirdly, 
the ARDL methodology typically yields unbiased long-run model estimates and valid t-statistics, even in 
the presence of endogenous regressors. (Odhiambo, 2009, p. 219). Assumption of ARDL model: 

-  All variables are stationary at the level. 

-  All variables are stationary at the first difference. 

-  All variables are stationary at a level, while a few are stationary at the first difference. 

-  Data must be normally distributed. 

-  Data must be free from HSK. 

-  Data must be free from Autocorrelation. 

Consequently, the influence of public income on economic growth in Algeria can be articulated using 
the subsequent equation: 

∆𝐿𝐺𝐷𝑃𝑡 = 𝛽0 +∑𝛽1∆𝐿𝐺𝐷𝑃𝑡−𝑖 +∑𝛽2∆𝐿𝑃𝐸𝑇𝑇𝐴𝑋𝑡−𝑖

𝑞

𝑡=0

𝑝

𝑖=1

+∑𝛽3∆𝐿𝑂𝑅𝐷𝑇𝐴𝑋𝑡−𝑖

𝑚

𝑡=0

+∑𝛽4∆𝐿𝑂𝑇𝐻𝑇𝐴𝑋𝑡−𝑖

𝑧

𝑡=0

 

+𝛼1𝐿𝐺𝐷𝑃𝑡−1 + 𝛼2𝐿𝑃𝐸𝑇𝑇𝐴𝑋𝑡−1 + 𝛼3𝐿𝑂𝑅𝐷𝑇𝐴𝑋𝑡−1 + 𝛼4𝐿𝑂𝑇𝐻𝑇𝐴𝑋𝑡−1 + 𝜀𝑡 
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Where: 

LGDPt is the logarithm of gross domestic product (economic growth); 

LPETTAXtis Logarithm of petroleum taxation; 

LORDTAXtis Logarithm of Ordinary tax; 

LOTHTAXtis Logarithm of Other tax; 

∆: is the first difference operator; 

p, q, z: are the lagged values of the dependent and independent variables to control for higher-order 
correlation; 

𝜷𝟎, 𝜷𝟏, 𝜷𝟐….: are coefficients of short-run dynamics; 

𝜶𝟏, 𝜶𝟐, 𝜶𝟑….: are coefficients corresponding to the long-run dynamic relationship. 

III. RESULTS AND DISCUSSION 

3.1 Unit Root Test 

We employ the Phillips-Perron test, as illustrated in Table 1, to assess the stationarity of differenced 
variables. The outcome indicates that all variables were integrated at the first difference following a 
single differencing. All variables were shown to be stationary in this investigation. 

Table 1. Phillips-Perron Unit Root Test 

 

Source: outputs Eviews 12 

3.2 Optimum Lag Selection 

The amount of lags necessary for the co-integration test is determined using the Akaike Information 
Criterion, as illustrated in Figure 1. The AIC results indicated that the optimal lag lengths were (2, 3, 2, 
4). 

Figure: Results of Akaike Information Criteria 
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Model281: ARDL(2, 3, 3, 4)

Model161: ARDL(3, 3, 2, 4)

Model11: ARDL(4, 4, 2, 4)

Model276: ARDL(2, 3, 4, 4)

Model266: ARDL(2, 4, 1, 4)

Model296: ARDL(2, 3, 0, 4)

Model166: ARDL(3, 3, 1, 4)

Model36: ARDL(4, 3, 2, 4)

Model256: ARDL(2, 4, 3, 4)

Model136: ARDL(3, 4, 2, 4)

Model1: ARDL(4, 4, 4, 4)

Model156: ARDL(3, 3, 3, 4)

Model151: ARDL(3, 3, 4, 4)

Model171: ARDL(3, 3, 0, 4)

Model251: ARDL(2, 4, 4, 4)

Model6: ARDL(4, 4, 3, 4)

Model31: ARDL(4, 3, 3, 4)

 

Source: outputs Eviews 12 

3.3 F-Bound Tests 

The findings in Table 2 indicate that the F-statistic exceeds the upper critical bound at all significance 
levels with K = 2, hence rejecting the null hypothesis and affirming a long-term relationship between 
the variables. 

Table 2. The F-bound tests 

 

Source: outputs Eviews 12 

 

3.4 ARDL Error Correction Regression Test 

 Appendix 02 explains: 

- The positive and ethical impact of Petroleum Tax on GDP is statistically significant: a 1% increase in 
Petroleum Tax results in a 0.16% rise in GDP. This aligns with economic theory and prior research 
indicating that petroleum taxes are a crucial revenue source in oil-dependent economies, significantly 
enhancing economic growth rates in Algeria. 
-   The positive and ethical impact of ordinary tax on GDP is statistically significant: A 1% increase in 
Ordinary tax results in a 0.45% increase in GDP. This aligns with economic theory, which posits that 
taxes enhance economic growth rates. Should the tax be efficiently implemented? 
- The passive influence is statistically significant for non-tax revenue relative to GDP, indicating a 
stronger correlation. This 1% decline in revenue resulted in a 0.06% decrease in GDP, consistent with 
prior findings.  (lahouel & boumedine, 2019) Non-tax revenues adversely influence economic agents' 
decisions, hindering economic growth. 
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- A short-run dynamic relationship exists between gross domestic product and general revenue, as 
evidenced by the statistically significant negative coefficient (CointEq(-1) =- 0.6011). This value 
quantifies the extent to which the imbalance in the dependent variable can be rectified from one time 
period to the next, and the negative sign corroborates the presence of a long-run equilibrium 
relationship between the variables. 

3.5 Estimated Long Run Coefficients 

 Appendix 03 explains: 

- The positive and ethical impact of Petroleum Tax on GDP is statistically significant, indicating that a 
1% increase in Petroleum taxes results in a 0.25% rise in GDP. This finding aligns with economic 
theory and prior research, which affirm that petroleum taxes are a crucial revenue source for the 
Algerian economy and that Algeria cannot attain economic growth independent of the hydrocarbon 
sector. 
- The positive and ethical impact of ordinary tax on GDP is statistically substantial. A 1% rise in 
Ordinary tax results in a 0.42% increase in GDP, aligning with economic theory. Algeria's tax reforms, 
particularly tax incentives, have facilitated the attraction of both domestic and foreign investors, hence 
positively influencing economic growth rates. 
- The positive and ethical impact of non-tax revenue on GDP is statistically significant, indicating that a 
1% increase in revenue correlates with a 0.15% rise in GDP, aligning with economic theory. 

3.6 Residual Diagnostics: 

We must assess the ideal model's robustness through Residual and Stability Diagnostics before 
computing the ARDL (2,3,2,4) for Long-run Coefficients and Error Correction Regression tests. 

a. The actual, fitted, and residuals Graph 

The findings in Figure 2 demonstrate that the fitted values closely match the variables' actual values, 

indicating the model's robustness and reliability for interpretation and analysis . 

Figure2:The actual, fitted, and residuals Graph 
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Source: outputs Eviews 12 

b. Histogram and Normality Test 

The test result was negligible (α > 0.05), with a J-B value of 1.63, which is lower than the critical value 
of x² = 5.99. This implies acceptance of the null hypothesis and that the residuals follow a normal 
distribution. As illustrated in Figure 3 below. 
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Figure3:Normality Test Result 
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Source: outputs Eviews 12 

c. Serial Correlation LM Test 

As illustrated in Table 3, we employ the Autocorrelation and the Breusch-Godfrey LM test for serial 
correlation. The LM test indicates that the P-Value for the chi-square statistic exceeds 0.05, leading us 
to accept the null hypothesis of no autocorrelation. 

Table 3. Serial correlation LM test 

 

Source: outputs Eviews 12 

d. Heteroskedasticity Test  

According to the results in Table 4, the f-statistic is negligible, with prob F above 0.05; thus, the null 
hypothesis (constant error variance across time) is accepted. 
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Table 4. Heteroskedasticity test 

 

Source: outputs Eviews 12 

e. Stability Diagnostics 

Figure 4 shows that all CUSUM and CUSUMSQ statistics plots remain within the critical boundaries at 
the 5% significance level. This indicates that all coefficients in the error-correction model are constant 
and confirms the stability of our ARDL model. 

Figure4:Cusum Test and Cusum of Square Test 
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IV. Conclusion 

This study analyses the dynamic link between government income and economic growth in Algeria 
from 1990 to 2022 using the Autoregressive Distributed Lag (ARDL) Model. The findings indicate that 
all examined revenues (total, oil, and non-oil revenue) positively influence economic growth in both the 

short and long term. Economic growth is more sensitive to oil income than to non-oil revenues. 

 This outcome underscores the difficulties Algeria encounters in diversifying its economy. Although oil 
revenues remain pivotal in stimulating economic growth, the economy's poor responsiveness to non-oil 
income suggests the need for more robust fiscal measures. These findings underscore the need to 
formulate strategies that enhance non-oil revenues while ensuring their stability against global oil price 

volatility. 

 This elucidates the rationale for economic issues arising during revenue shortfalls, often caused by a 
decline in international oil prices. Based on the aforementioned data, policymakers should implement 
strategies to enhance non-oil revenue collection, hence facilitating economic diversification. 

http://www.journalavada.lt/


Page 69; www.journalavada.lt Issue 8, Volume 14, 
2026 

7959-ISSN 2335-CROMA, E - Contemporary Research on Organization Management and Administration 

 

 

V. Bibliography List  
CYRUS MAGU, M. (2013). THE RELATIONSHIP BETWEEN GOVERNMENT REVENUE 
AND ECONOMIC GROWTH IN KENYA. Department of Finance and Accounting: School of 
Business, University of Nairobi. 
Raifu, I., & Raheem, A. (June 2018). Do Government Revenues Matter for Economic Growth? 
Evidence from Nigeria. European Journal of Government and Economics, 60-84. 
Ali, A., Ali, A., & Dalmar, M. (2018). THE IMPACT OF TAX REVENUES ON ECONOMIC 
GROWTH: A TIME SERIES EVIDENCE FROM KENYA. Academic Research International, pp. 163-
170. 
Al-Masaeed, A., & Tsaregorodtsev, E. (2018). The Impact of Fiscal Policy on the Economic Growth of 
Jordan. International Journal of Economics and Finance, pp. 145–161. 
Al-Sayegh, F. (2019). POTENTIAL TAX REFORMS AND KUWAIT ECONOMIC GROWTH. 
Bulletin of the Taras Shevchenko National University of Kyiv. Economics, pp. 42–48. 
ammari, z., saadoune, r., & boutiara, a. (2021). The impact of the economic diversification index on 
growth outside the hydrocarbon sector using the ARDL model (1980/2019) - Algeria's case concerning 
the Norwegian model. Dirassat Journal Economic, 12(01), pp. 235-252. 
Houari, S., & Nekkal, F. (2021). An empirical study of the effect of tax policy on economic growth in 
Algeria during the period (1990-2019). journal of Strategy and Development, 11(04), pp. 82-100. 
lahouel, b., & boumedine, h. (2019). The Impact of Fiscal Policy on Economic Growth using the 
ARDL Status of Algerie 1990-2017. jornale of MECAS, pp. 153-166. 
Odhiambo, N. M. (2009). Energy consumption and economic growth nexus in Tanzania: An ARDL 
bound testing approach. Energy Policy, 37. 
Symoom, T. (2018). The Impact of Fiscal Policy on Economic Growth: Empirical Evidence from Four South Asian 
Countries. United States: Masters Theses, Eastern Illinois University. 
Takeout, m., Ramla, m., & abdelhhak, b. (2021). The impact of economic diversification on economic 
growth in Algeria during 1980-2017: Econometrics Study Using ARDL Model. Journal of Economic 
Reforms and Integration into the World Economy, 15(01), pp. 81-93. 
 

 
 

 

 

  

http://www.journalavada.lt/
https://journalavada.lt/


Page 70; www.journalavada.lt Issue 8, Volume 14, 
2026 

 
Walid et al., 2026 

 

 

 

VI. Appendices 
Appendix 1. The evolution of the components of fiscal policy 

 
Source: 
- Algeria’s annual finance laws for the years 1990-2022; 
- Three-year statistical bulletins of the Bank of Algeria. 

Appendix 2. Error Correction Regression test 
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Source: EViews 12 

Appendix 2. Long Run Coefficients Test 

 
Source: EViews12 
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