
THE MANUFACTURING SECTOR UNDER ENERGY PRICE

UNCERTAINTY

Objective:

• This paper provides theoretical and empirical analysis under energy price

uncertainty.

• It shows the impact of the energy price volatility on the U.S. manufactur-

ing output and the manufacturing sector’s demand for energy.

• This method allows the derivation of empirical comparative statics results

that can be compared to the theoretical results.

The model:
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f (x∗) =
Gp (Γ) +Gppp̊+Ge (Γ) ẘe +Gpσσ̊ +Gplẘl +Gpmẘm +Gpkẘk

−1 +Gspp̊+Gseẘe +Gsσσ̊ +Gsmẘm +Gslẘl +Gskẘk
, (1)

x∗e = −
Ge (Γ) +Gepp̊+Ge (Γ) ẘe +Geσσ̊ +Gelẘl +Gemẘm +Gekẘk
−1 +Gspp̊+Gseẘe +Gsσσ̊ +Gsmẘm +Gslẘl +Gskẘk

. (2)
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Results and conclusions:

Table 1. Empirical Comparative Statics

∂f (x∗) /∂σ -.0344 ∂x∗e/∂σ -.7876

∂f (x∗) /∂w̄e -.1283 ∂x∗e/∂w̄e -.5552

∂f (x∗) /∂p 1.0244 ∂x∗e/∂p .0091

2


