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Abstract

Increase of energy consumption and low efficiency of it (ratio of output to energy consumption), is one
of the basic realities of Iran, which in recent years has attracted much attention in academic researching.
Therefore, the study given the evidence of Iran, we investigate causes the difference between Iran and
Japan in energy efficiency. By utilizing data on energy consumption, real GDP, population and foreign
investment over 1970 - 2012 for Iran and Japan. And also, the ARDL and VECM model has used to
investigate the long-term and short-term relationship between the variables discussed. the results
indicate that in the long run, one percent increase in GDP, energy consumption will increase 0.76 per
cent in Iran and energy consumption will increase 0.2 percent in Japan, so Energy Efficiency in Japan is
more than Iran. On average, the results of variance decomposition show that in Iran the share of
population is more than other variables. But in Japan, the share of GDP in the change of energy
consumption is more than other variables.

Keyword: Energy Consumption, Economic Growth, ARDL Bound Model, VECM
JEL classification: D90, C22, Q40
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