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Cointegration Analysis of Electricity Consumption in China
ZHANG Xing-ping NIU Yu-qin ZHAO Xu

Abstract

By undertaking a cointegration analysis with annual data over the period 1980-2004 in
China, the estimation results show that there is a cointegration relationship between
electricity consumption and the explanatory variables, which are fixed asset
investment, disposal income per capita, export and electricity price. Granger causality
tests show that there are unidirectional Granger causalities between electricity
consumption and the explanatory variables. The error correction term of the vector
error correction model (VECM) is significant, and its coefficient has the expected
negative sign, which implies that it indeed reflects an error correction mechanism that
tends to bring the system closer to its long-run equilibrium. Impulse responses of the
VECM show that fixed asset investment, disposal income per capita and export
permanently affect the electricity consumption in a positive way, but electricity price
permanently affects electricity consumption in a negative way. The results are quite
robust and can be used for forecasts and policy analyses.
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