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INTRODUCTION 
• Study examines Granger causality between 

  energy consumption and economic growth in 

  Zambia for the period 1973 – 2013 

•Over the last years, Zambia  has registered poor  

  rainfalls  causing severe water shortages in the  

  country’s   hydropower plants 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• The water shortage has caused power supply 

  shortages with electricity deficit of  165MW –  

  200MW 

 

• Households and Industries experience 8-hours  

  power cut per day 

 

• The demand  since 2011 has been  more than  

   the installed capacity 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

METHODOLOGY 
•  Initial data analysis: Stationarity and   

   cointegration tests 

• Long run and short-run relationship analysis:  

  Vector Error Correction Model (VECM) and  

•  Least Squares Methods ( Granger causality, 

   impulse response functions) 

 

RESULTS 
• Energy consumption and GDP is cointegrated 

  hence there is long-run relationship 

• There is a unidirectional Granger causality 

  running from GDP to energy consumption in the 

  long-run 

• There is no short-run Granger causality   

  between energy consumption and GDP. 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CONCLUSION 
• Unidirectional causal relationship running from  

  GDP to electricity consumption 

•  The policy of conservation on electricity will 

   have little/no effect on  the economy 

• There is need for investment and utilise the water 

  resources available  

• Investment in other energy sources is required 

   as a way to reduce  dependence on hydropower e.g. 

   Solar system 
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