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ABSTRACT

The purpose of this study was to examine the situation and Impact of Electricity
Consumption on Economic Growth in Developed Countries, Developing Countries and Least
Developed Countries, using the economic variables of electricity consumption and GDP. Data
was analyzed by using secondary panel data from 81 countries during 1992 — 2008 period. The
analytical tools included the cointegration technique to ascertain the long—run equilibrium
relationship between the two economic variables, error—correction mechanism to understand the
short-run adaptation process

Testing for unit roots revealed that both time series were stationary at I(1). At a 0.05
statistically significant level, the result of cointegration regression indicated the existence of
long—run equilibrium between electricity consumption and GDP in group within developed
countries band and developing countries band but groups within the least developed countries
band did not long-run equilibrium.

In addition, panel FMOLS, OLS and DOLS estimation.The result of estimate show the

positive effect of electricity consumption and economic growth for developed countries groups



and developing countries groups considered in the studies. When we consider Adjuted R-squared
statistic we find that DOLS estimate is more dependable than OLS and FMOLS estimate. The
impact of electricity on economic growth for countries in developed countries have positive effect
because mainly economic activities are industries. As for the impact for countries in developing
countries and least developed countries have both positive and negative effects dependind on the
economics and the quantity of energy factor produced in each countries.

The findings from the error— correction model application indicated a short—run
adaptation of GDP in response to the change in electricity consumption . Group in the developed
countries band have the most adaptation of GDP in response to the change in electricity

consumption.



