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The objectives of analyses to offer some theoretical rationale behind
market segmentation, and also for the delay in and insufficient promotion of R&D investment in
partial developing countries. First, | investigate the relation risk aversion, endogenous
productivity risks, and spillovers from integrated markets. In case of high risk aversion, there is
a unigue equilibrium in which partial market integration contributes to growth and social welfare.
Second, We investigate the effect of lifetime risks on economic growth by incorporating preference
shocks into a variety-expansion model and comparing financial autarky and financial intermediaries.
Our results suggest that when risk aversion is high, an increase in number of differentiated goods
slows down R&D investment through a decrease in the price index. Further, if the risk of early
withdrawal and the liquidation cost of long-term investment are high, financial intermediaries have
significant effects on the growth of variety.
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