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Abstract

In this paper, I present a model in which uncertainty raises growth. The
mechanism for this is learning by doing in the research sector: firms undertake research
to reduce uncertainty, which results in social knowledge accumulation that improves
the productivity of future research. The model explains the positive correlation between
TFP growth and dispersion in manufacturing industries. The model also fits aggregate
TFP behavior in U.S. manufacturing during the last two decades. The model's estimates
show an upward trend of firm-level uncertainty and that about 20% of the growth in
TFP is attributed to the social knowledge resulting from research motivated by
uncertainty. The model also suggests a negative relation between substitutability

among final goods and economic growth.



