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This paper derives the conditions of the optimal timing of the new product introduction under

demand uncertainty by the firm who sells durable goods. The new products are inferior to the old

ones in quality or functions, and are sold to the consumers whose values are very low. We focus

on the option value generated by delaying the introduction of the new products into the market.

Then, we see how the speed of price reductions or the magnitude of price fluctuation affects the

threshold of the new product introduction.
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