
CESifo Working Paper Series

July 2000

CESifo
Poschingerstr. 5
81679 Munich

Germany
Phone: +49 (89) 9224-1410/1425

Fax: +49 (89) 9224-1409
http://www.CESifo.de

________________________

* The work was completed while Michael Funke was visiting the Research Department of
the International Monetary Fund. He is very grateful for the hospitality of the Fund and for
providing a pleasant and supportive research environment. We have benefitted from
discussions with Kevin Hasset. The opinions expressed are those of the authors and do
not necessarily represent those of the IMF.

OPTIMAL INVESTMENT STRATEGIES
UNDER DEMAND AND TAX POLICY

UNCERTAINTY

Hjalmar Böhm
Michael Funke*

Working Paper No. 311

brought to you by COREView metadata, citation and similar papers at core.ac.uk

provided by Research Papers in Economics

https://core.ac.uk/display/6563262?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1


CESifo Working Paper No. 311
July 2000

OPTIMAL INVESTMENT STRATEGIES UNDER
DEMAND AND TAX POLICY UNCERTAINTY

Abstract

In this paper we offer an analysis of the effects of uncertainty about
future tax policy on irreversible investment. The main message of the
paper is that investment is not much affected by the degreee of tax
policy uncertainty. This is true regardless of whether random tax
changes are determined endogenously or exogenously. The paper
therefore indicates that reducing tax policy uncertainty is probably no
magic bullet to increase private investment spending.
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