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Irealp 2.551- 2.949- 2.522- 3.093- 0.731 0.360
* %1 Level -3.621, %5 Level -2.943

** %1 Level 0.739, %5 Level 0.463

ains s g3pal 8 Lasa el ksl Judlad o e Jsad e

S el A s a5 eple S Tl Ll e 5 oS

Bl ol el 2ol e o LS e J¥) 3,0 331 sie o<l
LK Lulansy)

96



Q:_;JSJl EApY) &é ;L_:ﬂS" ulc ;..\.Uo.“

:Cointegration Test & yiduall JolSill LAl —2—6

Laedll Juadladl o oo a2 5l e &1 M Engle and Granger (1987) L&
G Lo ol il Ll s 8 B5Shas 055 Y 08 gdpill 3 Loadinel
13y Sl 35S o o BSLll 2 Tiadl Jadoaal s3a cye AT §f aaly e
IS5 Ui (5Ss Toadamall a3l Juudoaall o il ball 1ia sy Lo
e 0 el JoISH Ahlae oSlall Ll el e Gl ol b
05 e el piiall A G Ja ¥ dsb (3155 Ble sy uled o Lajpnds
Jedlead) Zegane O IS 13 Lee STI 58 ol yiiiall JolSal LAA) Caua o
Ja¥) Ash Be pms it gy Y ol eyidie JolS5 BSL i diko
(Johansen 1991, 1995). sbud aladi by 3 gaill o Loadinall ol yuaiall G
oY) B (3) Jgaa d

(3) Jg
gisall S Leadiwall &ia3ll Juudluall (s o yidiall JolS3ll Johansen LAl

Rank Test (Maximum Eigenvalue) Rank Test (Trace) Hypothesized
No. of CE(s)
Prob.** 0.05 Max-Eigen | Prob.** 0.05 Trace
Critical Value | Statistic Critical Value | Statistic
310.000 33.876 47.185 310.000 69.818 106.848 None
310.049 27.584 27.612 310.002 47.856 59.662 At most 1
0.063 21.131 20.374 30.027 29.797 32.050 At most 2
0.220 14.264 9.867 0.173 15.494 11.675 At most 3
0.178 3.841 1.808 0.178 3.841 1.808 At most 4

0,05 (s 5iue wic 2,8 a3, (A San
MacKinnon-Haug-Michelis (1999) _| L“qé\, Lllaiayl Laadll spese

JolSall elgatio 3 wsay (M sads Trace test HLaal G ey Jgandl o

5 Lysine (5 siase e gisail 5 Loaituwall clpiiall (31 e o il
o sidiall JolSAll (prgaio s sa s )l Maximum Eigenvalue [L3A) iy cpa 3
Sleate dael culs)l LS € asleall oy %5 &ygine (s siume sie S Ll
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Tl im sgine JS oll} tay (3l o LS caelall Tl 3 %10 )
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Sl Rial) aad) Taead Toally W cashl 281 3 Bt 05 o
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555a0 LAY cluiiall G e LS Laa skl Ja¥l L3 L&dal Jaul
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(4) Jou
sbipgsll e cllall Gplaill &jas — Culail) djas jLaal
LPOP LREALP |LELECINT|LREALGDP| LELECT S.E. Period
0.000000 0.000000 0.000000 0.000000 100.0000 0.146828 1
0.059613 6.740668 3.412488 3.843960 85.94327 0.177104 2
0.537095 5.997735 3.302287 6.471464 83.69142 0.187867 3
2.615636 8.562745 3.591174 10.43730 74.79314 0.205062 4
3.824997 14.12368 3.204456 10.10414 68.74273 0.223086 5
3.926550 17.94464 2.937989 9.618876 65.57194 0.234559 6
3.961909 20.39845 2.747703 9.232805 63.65913 0.243963 7
3.975139 21.75871 2.591345 8.992664 62.68214 0.251265 8
3.972683 22.59731 2.476268 8.853000 62.10074 0.257045 9
3.996107 23.20163 2.383840 8.814578 61.60385 0.262092 10
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The Demand for Electricity in Kuwait:
An Analysis of Variance Decomposition
and Impulse Response Functions

Musaed Abdulla Ben Eid
Mohammed I. El-Sakka'”

This study is trying to identify the key determinants of the demand
for electricity in the State of Kuwait during the period 1970-2008, using
VAR Error Correction model and analysis of the variance decomposition
and impulse response functions to identify the expected impact of each
variable of the determinants of the demand for electricity. The study
found that the demand for electricity is clearly influenced in a constant
pattern, by its own shocks, as well as shocks to the real price of
electricity and the number of the population, while the impact of the real
income shock tends to increase up to year 5 and then decreases
afterwards. The results of impulse response functions indicate that the
real income is the primary variable affecting the demand for electricity in
the State of Kuwait, followed by the real price of electricity. An increase
in real income by 1% leads to an increase in electricity demand by up to
almost 7%. On the other hand, a rise in the real price of electricity by 1%
tends to reduce electricity demand by almost 6%. Moreover, the impact
of electricity intensity was in the right direction, which in general tends to
be negative. As for the impact of changes in population size, it has been
negative in general. The most important conclusion of the study is the
expected impact of changes in electricity prices on the demand for
electricity in the State of Kuwait as the population increases. According
to the results, the growth of electricity demand can be controlled through
the use of appropriate pricing policies.

Key Words: Electricity demand, Vector error correction, Variance
decomposition, Impulse response functions
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