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Abstract

| explore how and and to what extent policy uncertainty can account for the observed long-run
cross-country differences in capital price and levels of aggregate investment and output. | present
a model economy where the industry-level policy-related investment cost is uncertain. Holding
the average one-period investment cost constant, policy uncertainty leads to a higher capital price
and subsequently to lower levels of long-run aggregate investment and output. Policy uncertainty
also makes industry-level investment more volatile. In an investigation of industry-level
investment across countries, | find that, consistent with the model, industry-level investment in
lower-income countries is more volatile. | calibrate the model so that the simulated investment
sequences from the model mimic the actual investment sequences. | find that policy uncertainty
can account for large differences in long-run capital price, investment, and output across
countries. Between the lowest-income and the highest-income countries, policy uncertainty can
account for the capital price difference by a factor of about three, and can account for investment
and output level differences of a similar magnitude.

Abstract

Ptredpokladam, ze rozdily v nejistoté investicniho prosttedi na urovni primyslovych odvétvi
mohou vysvétlit pozorované rozdily v cené kapitalu a tirovni vystupu mezi zemémi. Prezentuji
modelovou ekonomiku, kde se investi¢ni ndklady na rovni primyslovych odvétvi fidi
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stochastickym procesem. Vyssi uroven nejistoty ohledné budoucich nakladi snizuje v tomto
prostiedi efektivitu investic (tj. zvySuje o¢ekavané néklady produkce jednotky kapitalu), coz vede
k vyssi cené kapitalu a niz$i urovni vystupu. VySetieni dat na investice na urovni priimyslovych
odvétvi mezi zemémi ukazuje, Ze charakter investicni dynamiky (tj. vlastnosti ¢i statistiky
investicni sekvence) v relaci k arovni vystupu jsou konzistentni s implikaci modelu. Zemim o
rizné Urovni vystupu pfifazuji hodnoty parametrit modelu tak, aby se investi¢ni sekvence
simulované v daném modelu blizily ke skute¢nym investicnim sekvencim. Zjist'uji, Ze nejistota
muze vysvétlit vsechny pozorované rozdily v cené kapitalu a vyznamnou ¢ast rozdilti v tirovni
vystupu mezi zemeémi. Naptiklad rozdily v nejistot¢ mezi USA a Etiopii mohou vysvétlit rozdil v
ceng kapitalu mezi témito dvéma zemeémi az do vySe Ctyfnasobku a rozdil v tirovni vystupu az do
vyse Sestnactindsobku.
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