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In this study, after introducing a new analytical framework that takes model
uncertainty into account, we calculated the welfare cost of business cycles (the welfare gain from
eliminating consumption fluctuations) for developed, emerging, and developing countries and
empirically analyzed its characteristics. The results show that most of the 64 countries covered
have a larger welfare gain from eliminating model uncertainty than the United States and that the
welfare cost of business cycles is much larger than that indicated by previous studies. In addition,
as the level of economic development increases, the welfare gain from eliminating model uncertainty
tends to decrease and the welfare cost of business cycles tends to become smaller.
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