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Iran electricity consumption modeling by Distributed Lag model
and ARIMA and assessing their forecast

Seyed Hosein Mousavi, Ali Nazemi
ABSTRACT

In this paper, we have tried to model electricity consumption by Distributed Lag model (DL) and
achieve a proper model for forecasting electricity consumption per capita by comparing DL with
autoregressive integrated moving average (ARIMA). The results show that despite the relatively low
response of consumers to changes in income and particularly electricity prices, forecast accuracy of
distributed lag model is better than ARIMA. For example, the mean absolute error of distributed lag
model is equal to 0.009 and for ARIMA is 24.041. The main advantage of distributed lag model over the
engineering prediction models is that the resulting model is more suitable for economic analysis and
computing income and price elasticities. According to our study, the price elasticity (-0.122) and the
income elasticity (0.558) of demand indicate the electricity consumers reaction to price changes is very
limited while the consumption is more sensitive to income changes.
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