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Figure 1: Impact of Prior Variance and Type-specific Risk

The figure shows the impact of variance of prior beliefs and type-specific risk on the difference in discounted
lifetime utility between the focus and diversification strategies.
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Figure 2: Impact of Prior Variance and Idiosyncratic Risk

The figure shows the impact of variance of prior beliefs and idiosyncratic risk on the difference in discounted
lifetime utility between the focus and diversification strategies.
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Figure 3: Impact of Type-specific and Idiosyncratic Risk

The figure shows the impact of idiosyncratic and type-specific risk on the difference in discounted lifetime
utility between the focus and diversification strategies.
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Figure 4: Effect of Learning and Risk on the Focus-Diversification Choice

The y-axis in all panels is the difference in discounted lifetime utility between focus and diversification for
an agent who learns the technology of a target-input model over time. This is graphed against the learning
and risk parameters. The panel on the top left shows the impact of variance of prior beliefs, the top-right
panel the impact of type-specific risk and, the lower panel, the impact of idiosyncratic risk.
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Figure 5: Impact of Type-specific and Idiosyncratic Risk with no borrowing or lending

The figure shows the impact of idiosyncratic and type-specific risk on the difference in discounted lifetime
utility between the focus and diversification strategies. Borrowing or lending is prohibited in this model,
which implies that consumption equals income in each period.


