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Abstract

We incorporate diffusion effects and choice effects in an integrated model to capture
simultaneously the diffusion and substitution processes for each successive generation of a
durable technology. The choice literature generally ignores demand dynamics and the diffusion
literature has difficulty in incorporating marketing mix variables. The proposed model is a
combination of the two approaches. The basic premise of the proposed model states that the
replacement of an older product by a newer one is based on the choice behavior of
consumers, where consumers choose a product to maximize their utility. Then we can derive
the implied relationships among choice probabilities, diffusion processes and marketing mix
variables. To verify the proposed model, we also analyze the IBM mainframe market and
worldwide DRAM market.

1. A&

gAg AFe st o Fadde vA" Fokolld A7 AlFE A (Norton &
Bass(1987), Mahajan & Muller(1996) &< A5+ =), vpA" oA ko] Z(diffusion theory)->
AAREY] o AFS AYsts o207 Bass(1969)9 AT o]F R @S thad Afrp o] Fo
At (Mahajan, Muller, and Bass(1990) #Z). 28y %7] A7 gHEELS F2 o AdF
gk Aol Al FelA AES g GdUAGFY] A, =5 g wAFE A =7
v (first purchase) 8% SAY] FAAZGS BRItk Bass B3-S X3 7] ditrdo] &
AAFES ez 3Fi=d ¥dle] Norton & Bass(1987)¢F Mahajan & Muller(1996)&= ¢ 7|4

o] Ko 95l AEE AT AdEe] Muizte] oA 2 Eags dYsis 288 Jds)
2}t Norton & BassE&ES 2 93}o], Speece & MaclLachlan(1995)& 74 &35 kel 9) oz,

Islam & Meade(1997)= 2o 3t A+ 242 AASA
2 AFoAe gAY dEel Aty FedARgs olEssty] e e FatolE 3
Agol2 &S E3sleE 2ES Edit). 7]1€£9 Norton & Bass(1987)¢F Mahajan &
Muller(1996)2] Z&8 3} &2 2 AFA /dd 2y 7143 22 o8 vlAY WH(marketing
mix variable) ¢ &35 H3d3sta vk ol wiAY WG E dig o]EF &2, Mahajan,
Muller & Bass(1993)¢] ito]l & dish 29 A=A FEE NdA] vpAE W5 &
IE gt sk A E7F obF] wFE B oofue}l lojHoletar XA gk ARA ] Bl Fo] on|7}t
Atk ko] Ro] 214E2] 8 FatddS uF = Wb, A B o] Z(choice theory) AH|AE 2]
AE e Y9 E 25 th(Malhotra(1984) & MacFadden(1986) %), duba o g2 ojxbdeln
& E(discrete choice models) g+ AFo digt deg&S 1 AFFol AYE AR
(attributes) &9 JFAZA ZdS 2222 LujxEe] A9 714 #F5, fARl 5 o
JQAMFE o) FFS Wt ey dEolEe AnjxEe] duUdgeE Ao
o W FosE dubxow elsx Faa k. B A=
A e 8+ E (choice probability) ¥} .34k Ze]a vlAIYAFE Alolo] 7
gk gAY AAE RS JEsh
hL A FEel Fextse] e wel FriAe] Ae= st S
A AEe AR e Z27]FuldQ(first-purchase demand)2} 4 13 o] =42 (upgrade
demand)®] To] 7hsdHA| e of Fof wig FrEA] WER R 5 duh 27T oy
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Aol FFE o] &3tA Furt o= AlHA g FFES Fulste T80l Jadel=Fa

1 83td An|ARLEo] 1 AE AFES ¥7V|sta f AlgFAY e AES

ngch B Apo = AA Ao R 7| FuSee Jadel=eF R
¢! I(Type I, F+#o] o5+ A5 ‘Y M(Type IIYZ A2 she},

By 19 A g, & At FFHAR A (cumulative adopters)s ZF Al -ol A I Al A=

HAAZ AT AT RE A o7 FAAE AT E T4 5 8 (cumulative sales)€F T

ok A E WA FulE doly] wjFEo FAEA Ze whdd] FAHALEAFEE A

& of ofgt A= st 1 F7F FAT = A= Jldoltt olegh Ao Ry v A

PR S48 A ole FAHAAEASTY T8I ZA N oy Al AdEo] EAlStE A%

giel o gk dgiA7F &5 7heskr] wWidol] ool  Aldle] FAANEATE o= A7) o]

St RG] FAS mET o3 545 JHAw BY 19 dEZERe APl EA

| Aujze &% E Agpu|aze] dAste] FA BEE = 499 IBM #QlZg gy 7ol

A=t §Es] FREE FEECA golE 5

S, AT (386, 486, 586) PC Bl &A@ 1 FedAE BaEA 27 Pu5edd 9o
dol= F8elA PRl olels] FANEAF FaT AREA RHT £ g AP EA
ok AR 2 ATel e A ALEASE sotels] AL AADER 2o Fuiss A4 E
L FAES AESTH G0 =8 s A0S Aok o] slo] AbsaAu ot AR
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MEs Fat oldd F 49T dudon pRaA Ladh oled 9t vA & wud
Fel A FowS BAY F 92 Rolr)
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AT dEe T G AEEC WY FoFde AnAE] Fojdade] 2y
vebd Zolt web ARjbEel A AdE A did A2 AGEAl uid gk gl
ek ol i ol FodSFEY] NLE ThsstA

= AroAE el AMRES 7P AA, AAY A2 O oldAY dES 9
AT =4, LAnAEe] AF Fole @ Eew kst AR, auAEe] 24 Al o] ¢
AR L T ol AR At EA Y Fasty @A s Al 2z A dEEC HE

ol &gl #9-sk
21, 6] 1 chAle) 23

7} 88 % F-8(Stochastic Utility)

2 AELS Alo] 7H A" PSS g&8H o2 AMESy] f8 A9 ek o7 7hA] )
ors T A4l 28-S HUgs & e uieks Atk 94, obF] ofwl MUl AER o
A e & A vl R} (potential first-purchase consumer)e] oA} A& EAZE 11g¢skAt. o] H
T, L ZAAF R FelE A kER| ] gigh dee] A B oofyg; Fujjgichd ofw Al A
FS T A4 diste] deS stojof gk

tA ol n, Aoie] o] &A%t g uwl, AHjxEo] FulE = n, AUl AEE

2 o]Fozl 3¥ ¥ (Consideration set)s C, = {1, 2, ..., nJ2A AHogr} ojuf & A
o A= Meyer & Sathi(1985)¢F A BE&AAS Aoldnh. =, [HA JFATFviA7E £ Al el
FEE THEEE W e 58S v o] Aok

=V e k=12, M

AZ1A 9 A& (0,k) = vledEed A9 & FAFeiArr e Ad AETeAvr He A8
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e v gong vFuEge FAIELE A
WA AT A v 5 S thg o] el drh

UP” = ¢+ e (2)

A7) ¢ = upuase] 453 eV = oxgte s},

gt AAFu AL B A AES TFElstRuE kAW AES Ao EA de 580 A
s FujstA] s W de E8EUE F P ol tE AY AEFES TUEds W 9 &8
Bux =Z7] gEo|uh uwabd f A Ao AR ATk AY AES pujst 35 o
-4 2
PP = P(UPP = Max[ U, UPY, .., UL, Uf**Y, '--,Utgo’nl)] ),
k=1,2,"',%t . (3)

Els %k ¥ (extreme value distribution),

0,8 exp(V"P)
P 0,1) 0,2) 0,79y » (4)
exp(c) + exp( V") + exp(V,"”) + - + exp(V, )
k=1,2,,m,
7} @ (Ben-Akiva & Lerman(1985)%=). o714 2(4)e] A8gdE2 BT Lu[AREd A 7]
woll HA [ AR o] k‘*ﬂEH NE et Aasge VO o osle] kAT

o) o A
o BHA ol oA e R AW e A HHa B T
weThe Ade folslol it

b e Ho n, Al E0] EAE W At AES ALE F AnAE O AFAY
BEo gadel=d X, 7Y dadelmartd oW A AFow dudnd x| AR
Aok olw 7]E BEL FIAoR AFAY AF SANAHNLE o o4 Avjze] A
ASA BT AR A FES AFEFA WA 2vxe] dadds g8 5

Ui = vi'h + ef? . i=1.2,m, k=i it L. 6)

AN VIR = mgnR P e oxund sdsla, k=i Q) ASE ALEFQ J)EAY A
Fo st Ad FE)

22 Eo] FEZhE ¥ (extreme value distribution)E wEvha 71 wf, 3k 7 Ald AE A}
a2t kAW HEoR Jagolud FEL ey o o 4 sl =g ol
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(i, k)
exp( V;"
p( ¢ ) - ©)

exp(VE?) 4 exp(VEIDY 4 4 exp( V)
Z.=].,2,“',nt N k= i,i‘f‘l,"',%t

. 271948 28 (First Purchase Model)

ol A Pt FEAENTES vFoR FARYS Frshal dutH oz 8 FRRFELS A
ol T4 o x5S 7HEEa Ak B A E gAd AdEel gk dAAA e E
stoll tiste] Mahajan & Muller(1996)¢] 2 &3 22 A& AMEstE® 3tk =, M, & ¢
Aol AAA e EapgFeletar s olw AFAZE Agel FdSE Mg EdFE
& AEEEH ot FrtekAl Eok ekt M, & o5 2ol gojgitt

M= M, T < £ < Tty (7)

AZNA 1, = kAl A AYPATIoth B destE fste] A xS wARY
T T AT odte] WekA ar AGtAY AP flell= AR v e BE
ozl 71AL A &3=E 4 vt = Mahajan, Muller & Bass(1993)¢] 2 AFE &4lo] 2o T
gt oA AFE AAF, Bass B didt A xeteFo] i A bgs ¢eke o
2 ATEAHE FAEE FHo] UM Ths st

(t—1) AlAdA e AA A FE gk FAxERFE Vo2t & o (Aol A e &
AFaA F= (M=~ Y, ol o5 8 POP 24 kAY 3EFS O AUAA wx

g POV 24 oW FEE Fulsd 2eAE ARG weA FATFAEL] SHH o
ARE, ¢ AFANM] kAl g xrFuas ZzO0P = g8y pOP 2 sxe
(Multinomial Distribution)& w&t}il I

Eu)
o
Mt o

(700 Zon 7Oy N
~ MN(M,~ Y,_, P*” poY Pt(o’"’))
iz o|FREE o] &35l Olson & Choi(1985)v= ZA~E R FS, Oliver(1987) &

=
o] Bass B¥S F=3F% T

olul k Al AEo ts 7| EE 27| TujA F=

dot
o
)
ofk
=

7O — (M- vy, DPOP | k=1,2,-,n, 9)

ol }.

i

3] A Al

o

35l

B

17 2d(n,=120 45 53 2

M —Y,
1+exp(c— Vfo’l))

ZO0V = (M- v,_ )PP = (10)

t}. 1ol =2 & (Upgrade Model)

i AT dE disk (¢—1) A HAA FEAREASFE Y, o g oo, ¢ A HAA o
e g pPUP M pAY AEom gadesd Adx x: s Pl 24 AgFod
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W, AEAAMY kA AEoR Jadel=si: Fa z0P = g8 PP 2 ANE gaR

¥ (Multinomial Distribution)& wW&t}il 7FgE 4 o} olw At 4F AFEA T ¢ AIH
kel

=4 o A=
A ok AY FEoR dagel=sts 7YY s
Z0P =yl PP =12, k=1d,i+ 1, m, (11)
o]},
2t 354223 (Net Sales Model)

<
A9 ARES ol gl k Avel B £ZRFS e Lol T 5 Ak

St= [zt = 3z k=1,2,mm, (12)

1=

— . . n .
= (M~ Y, _)P"" + EY/_l P — vt 33 Pt

=71

NN YE= YA+ SE Y, = Yo+ 2SF el

22. B I thAd 238
yv}u

g9l 119 4%, dojsere] #AE7] WRel 2 Aol o AA SR S L 5 glon
@A 270l 54 dadelua o] EX e £ 80 FHRtE deobd e Folrh
webd 2717u5as QadelErast AReA PR GE 49, Age miFEe By
e 2 Ao Holor Bk B 19| 49 TafEe AN Eel g #I4< = rAs
SEACPAA RS AL ofel) Aotk ol jk ool ot 3 amjA= 27]gtv) # ofyE)
dadel=sts FE AAAGe] EakeEd AZddAn (i gl 10 49, 3 A 234
Fol & 3 AZE). By e A, AR EeeES N, 7 sha ol E vaat 2ol
CERE)

Ntsz, T, <t < Tpt1 - (13)

27|l ash Qoo Esart TREA @] Wi (HxTFuAelEA Jadelsts A
EX) B M9 A9 Az AES ARE ande 2R AT gy
toh v 2 ol o, Ale AEe] EAGTIL SA olw 1WA FATEAI kA
o FEL TSRS W dx 5EL

U= VI+ e}, k=1,2,,n, . (14)
s} o]l Aelata Fujet gt Ao B THES)S Thet 2ol Folata,

UY% = ¢c+ &) (15)

A7 VES ¢ nARR ef 9 ) = TR (extreme value distribution) & w2
QP R-1tof &3t

(t—1) AdAA A bt FE de FAFLE Vo @ @ o gAY AT
WA S (N Yoy) ol kAol da AitFande 49 FA8A gt ol T

A,
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Stk = (Nt_ Yt—l)Ptk ’ k=1,2,“',nt ’ (16)

exp(V/})
exp(c) + exp(V})) + exp(V2 + « + exp(V,™)

= (Nf_ Yf—l)

NN Y, = Yo+ 24SE el gadbel 49, B
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2.3. &3 FA 3 (Utility Function Specification)
s Ke)

dHe Farygo] A7 AT a8g5ol vk s1ggo] FA| s oo St oA &
L3 E FASFoZA gAY FOoRYS gt sioh GdGES 2ES gAd AE
of tigt o9 g4 2 giAlgdE g3ty fEA Ee sy gol a8 E FASS
RS Alekgio),
Type I: VP —=gP (41— 4 1)+ i‘[ﬁj(z,k)ngi,m a17)
~“
Type I : Vi=g¢"(t—r,+ 1)+ f‘ﬁf X* (18)
pa

B Ao o]k e 2 ¥ (discrete choice mode) A 8 &84S 1 Aol W £AE9
2 A Aesith, & gk dEe JHAE a1 AFol Ad SAES Av|d 98 AT Eu
oA FAEe WMaEs B4 gige upgl o] 871553 AnxEL] Mulggo 43S

= S Y=

A HAMTES st 18a g8 i SANFES] e A-bAF(R)Y] Fue 2

71e] olste] ARG, o E Eo] 7H4e] &t Feovs HhEEE U4 #EE AF(B)E
o

= oofelsb &3S WG A, AFF AFel A& U
W RHAEE T g e HeUE Anst 992 dvstels 4302 Bulgel FulE 7
°] 2 FolAgse] o 7

gtz dojgrol o FFS Fulstag s APl FHAT ABWMFE oldd 8AS o
she] Alzko] AU@M RHAEY FulEgel Frs: &S wIdth BA, RuAE $F
Folo] GFE WAL 29E Fol # ABEE Bol gk dF S| L
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3. Abell A

3.1. IBM w2 < (IBM Mainframe Systems)

_6_



et sstal/stad dntsts] ggEAlSSstaial ==%.1998H4224-2521. A ML SHil:Session A 05.3

Mahajan & Muller(1996)= AFg%< IBM H<l2zZzdel 1955@HE 1978 7FA] 1AY
(vacuum tubes, 7,=1955), 24t (transistors, z5=1959 ), 360 family(intergated circuits,
73=1965 ), 370 family(silion chips, 7,=1971)9] 4Ad ] Wit F2& EAAG. AL
IBM wlzeqle] F8= Z7l7maast dadolsart Fiso] dA AHEE 87t v
o}7bssk EBFSY 19 d2EA FAAEAT TFAE #FE 5

= ATl IBM HIIZH A 80 tiste] # Al 33} Mahajan & Muller 23
712]31 Norton & Bass®EdS 2§33t vlustAdn. olu 7M45 AF4H Ame kA Kshd]
wA ol o] &3kA] ekt E AFAlA N B [ ¥ e A8 A] Mahajan & Muller7} AF--gk

NRES AR ol gtk & 2/1TuE g A2 FA el vstelw waska ¢z
JEFaE g AT AW oFoldty AFsHA. E slEeld TEAAN ol

VP =V}l, Vig Agaa. cle@ Adee #3759 $8 207 A%l
Hl a8 #Ax5FA 9 (nonlinear least squares estimation)oll 2] 3le] =431
Y A-AAG Aggth). M S A9t e FAE ATES o T 3%

Atk o AdAddsE #8 AF(g e AAANEY o 2 ole o At
§

x
>
>
oL
A
o
i
&

A45 duago] Aol 55545 o wEd F/3e odvatt (a9 112 g9 1 23 i@
4 AvE Ro)F vk B ATl AwR man /E wySe A4S vus] A5
o 5JF FAP] N LAASTHSSEIL HwaTh old X ApelA Aud vl 123
o] 7174 F& Ave dehhack

o (Unit 1,000)

250000

200000

150000

100000

50000

74 75 76 77 78 79 80 81 2
o ObsTet o Obsand E——— E— —o—Obsdk ——0Obs16k —o—Obs64dk —o— Obs256k
—=— Fit1 st —e—Fitond —— Fit3rd —e— Fit4th —Fitdk —Fitl6k —Fit64k —Fit256k
oz glel T = = = -
% 1. IBM WAxH e m3E=AHAx % 2. AAA DRAM Z38+% A4

3.2. A4 DRAM % 3}l%#(World DRAM Shipments)

AAA DRAM WAl &35t #AHEd BN 0 288 H&5h vhex)] A3 &35
v dadeol=a8rt 2V FuFa st FREA fong FrAFavt gAY ¢ e d2A4
o 1o I3} B o] g¥ AEE 4k, 16k, 64k, 256k DRAMS] 743 ¥ 8513 74A] 24}
7hA] E71E Ak g otk 74d o] 4k DRAMe] Aol w2 o]F = 76\ 3AHE 7] 16k, 79 1Ak
719 64k, 1E]al 82 4AME7]el 256k DRAMPO] Aol #ufjx 7] Al zHdich, DRAMAI el 74
HEBit)E 7FARMF7E ol & 7Fsstanh vk = gy I 23S F4317] ste] vy
A3 9 (nonlinear least squares estimation)©] ©]-& &

A FAAT = AHBAZ A2 s 4
o] REE BT 5= 7H4e] "ol Fujggo] TS Holgte gl

)

B o Mr M T b

=)
i
A

Add+E A8 s AZE
o] &4 ¢ wmEA TS udt HE®BING 7HAWse #aw Ag, g Augke
718 B9 AAddFE 2 gho]l o Zith o]zl DRAMS A% AgtAltidsE 871 7}
Aol % RASHA &= AL vt [29 2] B I 2 e tig F4 AdE 1o
T3 9tk
4. A&
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2HAEE Aplo] 7H B E Ade FEHoR AMESH] s AdE Jbed oy 7 o
AdE T AN BES HUIHE £ e ddS AEd AFEE olHF Y dkET e o
Uz, AES riidezA ALl 58S HAus & ¢ S o AR uid vk dojd
0 2 A7e anAse] Ay oA 2R Y ad AdE B ooy v R
S 2 A S dYste RIS sl & A g 22 AueEe] Fadd o
T a2dE ARAEe] deFH oy AAS AT HoAA VIS Aok AdstE

® AdrelAs B AAHR] AR o] gk ot wet Al FES FUHAE et
At =, gAY A 71t dadel=sart FEvbed A (8 Dok 1A &
o ]

e e -(EF]
& H9-(e}) IDE FE = At 7129 Norton & Bass® & (1987)3 Mahajan & Muller® &
Q & 7hse RYEEA EY 119 B Foll= A&o
wote] Zhzhe] Ao 483 & v BEYS st At 1gla g
] 19] ol2A IBM Mainframe¥}, €}%] 112 dlZ4 HAAA DRAM 2.5 ®A439ch 7€ A
T v o B Ao fuE wygo] o £ FAANE Yy ok

X A=
&
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