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Correlation analysis of China’s electricity consumption with economic

growth and structural adjustment
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Abstract: It is becoming more and more important to identify
the correlation between electricity consumption and economic
growth with the continuing electrification in China. It is constructed
the Panel vector utoregression model and the impulse response
function to identify economic growth, electricity consumption and
structural change in China based on a provincial level panel data,
in order to compare the difference of the correlation between the na-
tional level and Jiangsu province. There is a stable correlation be-
tween electricity and economic characteristics both nationwide and
in Jiangsu. The national economic growth has a greater influence on
electricity consumption in the short term and a weaker one in the
long term, while there is a more consistent impact of economic
growth and structural change on electricity consumption in Jiangsu,
which reflects a more coordinated interaction between the electrici-
ty market and the economy and structure in Jiangsu. The difference
of the correlation suggests that policy makers ought to make elec-
tricity investment plans according to the regional economic develop-
ment level.
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Table 1  Unit root test for three major variables
AL LLC IPS Fisher ADF  Fisher PP

InG,, -18.658%#% —8.021%%* 295536%** 205.760%%*
InE, -12.406%%*% =5122%%*% 128243%%* 224 774%%x*
L. —4.989%%%  —2011%% 160.368%** 171.908**
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Table 2 Results of lag order selection

it J MAIC MBIC MOQIC
1 13.496 -225.847 -81.974
2 -1.070 -206.221 -82.902
3 -95.978* ~278.334*% ~168.717*
4 -83.984 -243.546 -147.631
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Table 3 PVAR model estimation results
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Table 4 Unit root test results for the three major variables

in Jiangsu
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Table 6 Estimation results of VAR model in Jiangsu

fRA AR InG, thr Ink,,
75 Fisher ADF Fisher PP Ll.7,. 0.889% 0.785%  —3.542%%
InG, —7.018%#%% -3.626%* (0.454) (0.439) (1.715)
nE,, —4.565% % —4.292% 5 L2.1,. ~1.147%%  0.153 -2.130
L -1.901°% -2.020* (0.432) (0.418) (1.631)
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( Hannan-Quinn criterion, HQ YE 2] W v ), AR S Asf (0.058) (0.056) (0:220)
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Table 5 Lagged orders selection of three major variables L4.InE,, 0.018 ~0.047 0.246**
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economic growth and industrial structure upgrade in China
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Fig. 2 Impulse response of electricity consumption,

economic growth and industrial structure upgrade in Jiangsu
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Table 7 Comparison of effects of electricity consumption,

economic growth and industrial structure upgrade between

China and Jiangsu
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