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(An Equilibrium Diffusion Model of Demand and Supply of New Product
and Empirical Analysis)

e

B o
mboa o
oy o rhu
$.}
r>~
o
ot

Summary : The purpose of this study is to analyse the diffusion process of
personal computer (PC) in Korea during the 1990's. To achieve the goal, five research
steps have been done such as the literature survey of diffusion theory, set-up of
theoretic equilibrium model of supply and demand, derivation of an equilibrium path
using Hamiltonian, and empirical analysis. The empirical analysis has been performed
based on that equilibrium path. The results can be summarized as follows: First,
technological attribute of diffusing product influences the diffusion speed of product.
It has heen proven that the size of the network has a significant effect on the diffusion
of PC in empirical study. Second, supply factors have an important role in the
diffusion pfocess. According to the empirical analysis, decreasing cost of production
as a result of technological advance promotes the speed of diffusion. This point seems
to be manifest theoretically, but existing empirical models have not included supply
factors explicitly. Third, it has been found out that expectation of decreasing cost

would influence the speed of diffusion negatively as expected ex ante. Theoretically
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this result is supported by arbitrage condition of purchasing timing.

Keywords : Network Externality, Equilibrium Diffusion Model, Optimal Diffusion Path
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% slek

WA a2 Q58 wEEd, THAE i—S~4 Hels el Alxs AR 4(PRIDX) %
PC ] g4tzbel = Ao FAZL EAgvha & 4 glch 2 o)fe A2 A 7=
< 7HA 2 71999 o F71E ol °l7ﬂ—: ARAN ] AAE ZHe PC o F9lo] digh
i}fvﬂ/‘“ Aoke A o2y FAEEF FAATE W R 248)7] aoloh. @ PC

TFd3he AR MEHAY 27 YENZ YFAIAE kil PC 74)dl o&
#%3 F7HIFA 2 Aol22, M EH =S A7)E dhdste deldl ZAESF(NWO7L 5
7td % PC o Fd&EE S7ksH 2 ok

[(7Hd 11:PC 9 #atell viAl & 85 248 ArFsasd HEAT =719 e
Hepal Az AR 3} JHY Z2Ege Fabel A(E)S E3E 7Rl
5 B> 0,85 >

THE 8 Ee] Fibd viAe A3 Akl mE 297 vl8gtee] 727} St
Ae ZAE A AHE 5 Qlok F, A7) Algdl wet PC 9] w9 Aika]go) shedh
thd ol & PC #2AHE2] 7449 st ofv|gict wieba A (3) o2 xdd $UA
2% BEA Fabd AAA FoAES B RS C) o] 3] wet Fd
A g5 7 AT PCE Folshe AMEA S s dct w2k 99 4 (2
o AZny l A C, 9 HeHS2 AHgsla gl DRAM 9] 714} Shatel gholl& e AJ

i
I ol
X
N
—_
e
2
Nf

Ao A4t 4 gk

[7hd 2 12 PC 9] ki Aabulgo] seshal PC o) Shakere Z7kshA| Hl2g PC
<915 Akl ) djeli4-l DRAM o] 7443} shaie 2ol (R)e]
A7 4P,
% B, 0.
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8 - FFE 2905 v HEdl dig 7]l (expectation)”} EHAtell vl A= Eztol o
e o3 22 7P AAE 5 Qv AR Aase dElgd Az AR

Aol S 7ol s 39 BAel 9 Aol o) Hle ARASLSe Ve o
Aohe e alAe] AATE HHA o) 2ol 7123 2 o WAle] AnE 27 Aol

WEoleh, e wlee] VE9e) 27lo] i 7lvhe] Eohe A o2 s
Sl AR WAe) PC o) Tl AR vl M=) 2ole) de s 9L
£ herkn 2o g PC ) A SRAEE PC o) Belnk Akl go) seE Al

—_

)

2 7ldieke A% 4] (@) 9} AANZAG) o8 PC o FUARE Sels §20¢ 24 2
o}, 3 PC 9 W91 A4 49| SRS} A7ko] Aol et HE —0—7@ Aoz 7]
daks A¢ Y 2aAEe FUNPE O 3 532 2 9 Aol

[7Hd 3] : PC #AA 2xt9] vlg| 45 digh 71t kel A(GE)S A3E »)A
3, PC Aaka)go] sj2d Zojzhe 7|dlw ibdd #(A)9] < vIAA
et
Z B, >0, B < 0, By < 0.

Y 695-El ‘99 6974A] oF 67k AlAIE ALEE Ao sl
EA7)7EE o] Zo] AT o)fis UM EEI o2 2 AZEY Y 9 WM sgsls
E= Ar]e digt AEF AV 934 o] F4E] A weld. gale A Al
Bl Al o5t 9] PC AMALEo] Qe S 3] o] 4-3)7] A= Al7]= 94 A
7t ﬂif. Aws & 4 ok =3 PC7F AHRE A4S ol 7802701 BistE]
< 486 PC(32 H]E) 5% o|F e é% 22& w), ¥4]7]17H8 486 PC 7} Al
Aol AF202 FFH7] AR 939 o F2 Ak o] Bt n gle ANE =5
F s A= FdEr] wEeltt.

AFEM ] AH-R AR5ES] £Xv o 2k 1A AS YA TSl slgshe
PC 9] 9H A ere d=ardxiizlEs ] THARE, 2 43 2xH FAE o4
ghalet. o714 ezl FAAESE AsRARE R F8 TFAEY] 94 v

o)

o

ot
ilo
ot
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Ak x0)7] witell AA 9 A ik oz A3} gls & ik a2y o)t
A 24 34 2 AFgede AY GEFE vHA] e AR g 4 9k
ARHLE F 85 89 dgsle LREE AR AR5 Q8 ZaEpE 7
7 EAQ el AF3E AeY DB(data base)s} FAE WA RAE A A FeHe el
DB 24t thE2=sie] ol 4alaley, o] of <yl TaEse W3 A AEs} FE A
27k algd=d, olell dsjM = BA717ke] 2ol EAESe} ToQl 71 AAaA 7} £
el olgol Aeksle] A3 AALE o] 4-3le] MAkslsith ¢ F-FS 8959 4l
v X = EFE ASs] $g depiaeE AHst 9l DRAMS 714
DB #}go|t}. 917]4 DB 9 ¥2t8+ DRAMS| 1 W71 g4 AA7HA
2 F¥=o] gl7] u i 92 W/$ T8-S F3}7 PP 2 o] DRAM 31 197} ‘i’fﬂ
) AL o2 Washe] Abgstalnh,

sloh 2 AREL |2 slo] 3FAAle) ARESES AT WAlT o) F W5 Tl
2 ARE AR Bse) <E 1> % ok

e

To

<E 1> AUipsEo N

PRIDX, =t AMHEoAMe MY FYMMX|E HEIIs2ES dalds

C, = DARM2| &l 7}71( ). =& thy| J1AHol =X El(quality adjusted)
PCe| cheieh Moo tig|tis2A 7272 gl oty

NW, = 2 2lgjdl SAE(host) . HIEYZ R FoE vids

EPRIDX, = 4t212F ¢t oflatsl= MEY dixiFe HER

EC, = A4t 7(12F S¢t oiat=El= DARM 712 e| HEE(w)

DEC, = At7|2F 2t ol&=l= DRAM 712e| Bz 2o X234t

99 <& 1> A PRIDX, ¥ NW,& [PMd 1]1& AAs ‘: Hart Ha, G, M

2] & AAshe Wgo|n, A9Wl4 EPRIDX, ECt, DEC, 5-& #to|] wlx& 7|d9] &
e B8] 9T WeEolne 14 31 AR ek

q7|H e oA Aoyet AeEz TAE A (24)9] AR o] fslo] g AR
(714 1,2,3] o gk AAE "é"]if}‘}i‘:} HA A (24)9] AR ds gk OLS & A4
sl A5 £4-¢ A Bt 34743 Dubbin-Watson(DW) A -EA12F ghe] 0.249
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2 228bel| #2271 autocorrelation)e] Exjske Aos Vebgtch w3 2haps)e)
autocorrelogram £ A# & A3} 2kx}gol] AR(1) & EAdo] 7bslAl AL &eldd 4 94
oh mebd Al EAshe AR(D O 5A4S A dldste ohgat e
FGLS(feasible generalized least square) 3]#uAAle A ¢jslic).

In S*x%x = By+ B PRIDX ,+ B8, C,+ B;NW,+ B, EPRIDX ,+ B EC,+ B; DEC,+ u, .
t

u, = putAl + £ (25)

T{l—; |p| < ]-’st -~ ZZd(O, Gi) .

oAl FGLSell 93+ 3] A2 Cochrane-Ocutt WS- Alg-3te] 27| AA% 3
OLS & A3 #4258 €A "ok FGLSE o438 3445 DW 234 SARE 129
(dy < d < dy¥d), ZAY R2FE 0999192 247 viehgjole), o)ajdt £A13S0] A
ARk vl LAkl Akt Ak A 38 =9l o, ofelle] <ad 1> 0] BolF
= ZAA"Y Aaere Zaslgul WA Q 2 (white noise)dl] 7S 2458 ZIA A "tk A

o},

0.04
0.03 ]

- WA\/W\J\/ L\I/\NVAV R

-0.02

-0'03 IIIIII l ||||||||||| ] lllllllllll l IIIIIIIIIIIIIIIIIIIIII ] lllllllllll Illl

<18 1> FGLS 9| Zkibe Dafiz

19 R? 9] gho] o5 2 vehhs ol $AAA] S el Holm2 AR(| =7 vheht
£ ey S4e4 7lalg,
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99| ARG 227k BoFT Gl FoF SAS 9549 2 959 DA kel F
Ak Hgo] sl ALE vehtm glcth ol2fd WEY AR M RE] el F5
A BFE7] AR A, 9oFEH BAMeR EAH7] AAE "Ed PC, 17
WINDOWS 95 & th %%+ GUI (graphic user interface) PC 3739 H#3} S ZubAe

PC 49 FxHstes AAZE 4 olvk webx] F 7170953 -'95.12)e] s 7hd
(PDUMYE F713te] A (25)9] 3|AAE B3kl =, L A5} DW SAIR2 1407 & et
‘H‘}i"‘q e s L U KR 7}77}—?: 25 veEoh

i o}2-9] <& 2> & A (24) 9o AviSEd digh 7| REAIT AARRAE BodFn
5’}‘4. T8 AWHsEY 7S AF ”7—1% A ‘11‘31 A 2] 4+(PRIDX) & A28 Y7
W5 ZFEAA) A3 ZA vehta ook o] G 2 NW, 9] Agelle AuHsE
o] gt FAE 2= AAYE Aseke AL A, 2 94 HeEe] 7l ZEHA) HA
B} A vehds olfie o] AWt /HE wtddte HeEo|y] WEelt

=g EEHA | PRIDX Ci NW: | EPRIDX; EC DEC:
PRIDX: 102.676 12.607 1.000
Ci 1469.343 | 1194.428 | -0.788 1.000
NW; 83058.180 | 75185.120 0.703 | -0.843 1.000
EPRIDX: 0.700 17.905 | -0.063 | -0.011 0.021 1.000
EC ~-38.437 115808 | -0.106 | -0.063 0.083 | -0.030 1.000
DEC: -1.522 135.067 0.027 | -0.048 0.025 0.073 | -0.592 1.000

AW 45 Zol|A PRIDX:, C;, NW, 59 A#3A (correlation)7} AA%3] & 7oz
vehda gl o] Zte] A HETbe] thE-2AA (multicollinearity) A& o713 4= 9l
7] wj ol 2 E Adwwo] ois] VIF(variation inflation factor)E 7 E3lich 2 Z3+=
BE 7S disl Fdr]EH13l 10 ]3] AARE Lk =3 AAA 2t5] EA4 el glolA
£ 3AA A Bobe A7) autocorrelat1on) A7 8 F L3 R Q=
e 33T o HEs ‘}-4 *7}4 L~‘Jf7ﬂ“*r %k—c’— Hé‘ﬂ} -rxﬂﬂ A derhar =
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<X 3> FGLS of| ot sj7&A Hn}

e FHA t-at
a5 -0.029620 0.214
PRIDX: 0.000157 0.910
Ci -5.81E-05 -4.393"
NW; 3.75E-07 2026°
EPRIDX: -3.91E-06 -0.114
EC: -4.55E-05 -2271°
DEGC: -1.30E-05 -1.322
PDUM; -2.416216 -2.416°
AR(1) 0.973672 558.400 ”
Log-likelihood D47 487
R? 0.999
DW 1.407

vrebd,

o

Fox g ez 212 059, 99% 5 E

oAl 9] ALY BHE 7|2R st} dollM HAT M ES AE = A2 gt
A [7H 1] ol B3 i8-8 Ao RH PC +25 99l dgshe W4el PRIDX, 2 NW,
FolA 7HE45e gzl PRIDX: & 4kl #5204 Ao vehyld), ubid W=
= 5237} PC o] GAbel] vl A HA3] 48 NW & 95% Al 5¢F3)elA]
A AR eyt 58] 7bA$454 deds<l PRIDX, 7} A433] & A4 &
7 A3 vlfre) A o2 vyt A3 Zettelmeyer & Stoneman (1993) 2] 4R 8 E719] 1)
WAZEA A BAR| 2 Q¥ camcorder, CD-player, 183 252} 59] Al wjx]&
TP EAaSE] FoAA T Bl d wf A4E] oAl FHR wolEedA 4= Qi) o2 g gz
2 Azlel ojgt g 7} A9 e 2 camcorder, CD-player, 18] 2 AFEA} E-& Apx] 2|4
7o) 7k v PC = A 8.3} Aa]e] Aa] Wiz 2HEA A o] 733 AlEolzhe 7144

Aie PC 9| 22152 PCE T3k r AR A 258 hH= PC 7} 7HA) & W29
a3 53} A2 7leA] S5 8 oS g ights AL

(744 2]l 3¢ AA Ade Coo Azt H59 - EASS B4 A3 4 9k
AL ATAE AP AU A 2 F(8)Q) 59 9% A5Esteld 49
Aoz viepydeh o] Al7|49] ghatel #3E 7|29 i HEo] AZFEe] FFE&Y &
Abollo] FEEIE WA R vyslsla g7 drke S 12T of Ads] folHal A3
2} & 4 ook =3 [7Md 2] 9P A (robust)H 2.2 A dithe AFEAAIE B o7}
AAlst e 8 - T THEIRFY] AFA TAE AT S ok sk

[ 714 312] 71dl(expectation)7} kel vlxl= Azjel] ] A, 7bx B8] o
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o dig 7JH(EPRIDX)= o413 BlfofAQl A2 vepgeh ol [7H4 119 A
oA 7PAE25Y vl AE aelE of Fagh HAelet shAc) whd Alﬂoﬂ AR 8l
A2 slghel dig Z|(EC)E 5% T4 frHelr FE3E (g e L
2 vepgrh oL A F8A15e] vl Aika]g-e] sl o3 PC 7}744 st
ddsle A4 FUARE RS doe AAANEAS AFA R Hﬂézdsk: A2
B 4 gioh aevh ikl 49 slehsls el g 7|H(DEC)E 35 7 RHdA A4
F A 2L AGE JehlA T FAA Y fo4L U Ao »}E}ﬁu}

22 Qe 2 WINDOWS #H7e] Siulell 4 =315 Al7]e tigh 7hd<(PDUM.)
£ 95% Al gFela] FoHel Aoz velyr) o]A-L PC Aol e 758 wgh 724
W37} o] 712F Foll QS-S ovishe e & 5 Qlvh o] o 7pHe F57t H(A)9
e e AL o] 7|2t Bl Bl A5 sle sERG AASAEET) WS
ojn|aln o)L Ayl 79 F<3k wish, weld PC o £8, GUI PC 3739 BHs) 5
ol alo] Hglrkw & & 9t

;°‘==

viebstot. o2 gt A -‘+ I 4 8= HF‘: A71&2] Fitell Fgt AFEA M= 785 &
ol¥wl ohzl 3 29l oA AlV)&e] F1eA A, vlETE, FFAEN ARTE
E FAo zEEsjol gl A& At 9lvkar #5ch. £, Rosenberg (1976) %
Ireland & Stoneman (1986) 59 3|4 AA= 2 Q)& FAtell =lA]= 7] (expectation)
o] a3te B AFEAME AA R f58 JoE AFHYY & FAbE Fa5H
9} Baha)E sletell w}E A7) einldo] s Aoleke 7t A Arle 419
AR o F-Z3HA AHgslhe wb oAb FpHEAaSe] S Zlolgks vt A9 Al
3

P
7% T AFE lAA ke Aow T A, AZRAH TFS
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Q 20 AFE

UTh= AR £ od7-9] A
7} 5]—1— U ’fﬂ}"“ﬂ ek 8 - FFY FYEE ATl 8 FAY ARG 9
R3o] Hrl= A 217‘]3}—~ A3z} s

o]} IA £ ATE tha A2 AAA AREE Fst ook AA, & AFelM 75
g A7le Ry e rE Y YIRS AEA R A dAH2E ovlg
o} 22y olel’t HA g R AlV|ed] 84 2 TR AVIEY $4 2 A
3t bt A RS B8t Qe A St ARk oA 4= olA =k wEkA A el W

Holu} #Ae £ A2e %ol 2RPS w, o] Alylse] A2 T B W # =2
H52 FAE] A= oA} FFA A5 A7|49 JlE - AAA 4 2 A
o] AAA Yol Hg A ARE ks o 79T 5= e 71 A *’F— o] 4‘17‘4%
< ouistAl Aot 24, A& AlFelv 349 B4l uel e 8 Qe 3535
f9lo] BibaA | et AAAQ 4 g Fh= A9t e, S "A" TV "’H*’g"]
dlg} shA) tR " TV gk A2 fexs oieks] Bl 2o Yargdsle b
A8 7HA o] AR AR fAY TVE] F4te] A= 3 9l Aol 34’%‘3]‘4
ol2|3t A= TF5olA T5ad) 59 rleyale] sl AAIVLE YE T, T e
A7HA stere] Alste] AbElA S-S FoiAITE BAAQL Eile] o] R A A fike A
olc}.

BoR & dve s 22 RS 7 R gle] 35 B9d A9t g8 shoha s
ok A Z1Egatn S gl e ASENAT Alse A9 MY B 2 aF
o A4-2 J A& dFsllol gt oiZid, PCY FF59e] 7H) $83 A5 2 Avts]oiA]
£ CPU 749 AJAIQ #1855 83 ] ks 2lEAke] Aok} FGLS 4714 gl =
FAAEY A Az SHox HEFAHMLE)M GMM  (Generalized Moment
Method) 52 #4771 % A&s & FaAdo] ik 3.
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5 A

Al (4) o] AAAH F2A2 A corner solution &1 A5 FAIsbE 2] (4) & o}S-3 ko]

F¥H.

w(p = -4lB) Z};p(—rt)] () e (A1)
& B(y = —P() + G1), G() = ftwg(x(t),N(r);Q)exp[—r(r-t)] dr.

g9l 4 (A1) & WA ofehst Rk

Wy = [— dfc;(tt) + di,(tt) +vP(D+ —rG(H Jexp(—#t) = () woeereeee (A2)

N a2 DD qe pald vz, 4 ADS GO BHE AYstel ek B

Alo] e},

AED. — L [ g(x(8), M(2); Q) expl = rz— ] dr -wromsomomes (A3)

oA Leibniz ZAl-& o]&3le] 4] (A3) & ANsIA oS3 )

460 _ —g(X(t),N(t);.Q)+flmgx(x(t),N(r);Q)Mdflexp[_r(z___ dr
< (A4)

+ rftwg(x(t),N(r);.Q)exp[ —Ar— Nldr
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olAl #19} A (A4 E A (A2) ol disiste] Helstwd ol o] Azr} doixlct.

y{H = vP(t) — p(P +ftng[x(t),N(r);.Q]x(t) exp(—r{c—1)dr

................. (A5)
— glx(H,NH;2) = 0 .
9 p(n=BL = D)
di di
QED
H 2 B
BEJ A (NL 0 < ¢

< 777l dhel ARap heale] Dok

Ell; = j;)_t[Pt— C.lq(Dexp(—rDdt .

%(xt _Zt)

o] A BN FAEer B Fejz Hol )

g
Judv = uo = [vdu o1g3le) 4 BDE zEHA Thed 2 o] o

u = (P,— Cpexp(—rt), v = q,2 1 4

EI, = [(P, = C)(x~ 2)exp(— D] f<x D -LI(P, - C)exp(— )] wooereeeee (B2)

oAl $19] 4] (B2)E A%} w2 of

43te] A3l oo A (B.3) o AFE AA
HAAIZE 715 ¢ A=),

Ell; = [P; — C;)(x— z)exp(—7t)

; .................................... (Bg)
+ fo(—p‘ + vP,+ ¢,— rC,)(x— 2) exp(— 7t) dt
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QED

714 19 7Idel-& Sdst EA1 A (10) F A (11) & Hamilton $8 oAl 2834
o}zl 9} A},

_ _ *
Max EIl, = K(x, 1) +f0(—p+ P+ ¢ — 7C)(x— 2) exp(— ) dt,

st %x? = Q=g +.(n_1)71' .................................................................. (C.1)
H:[g()_&g_r_)g +c—rC](x—z)exp(—rt) +/1Q .................... (C2)

olAl £19] 4] (C.2) 9 Hamilton &% o]83te] A (C.1) 2 28F 719 i 9 7|Hel&-&
Fglsle 13 2o AELS b o3 7t '

Hx = — -gdt— /1 (mult]pher COndjtiOn) ......................................................... (C.S)
Hq = 0 (optimality CONAition) wreereeersremermerremniii (C4)
/1(}) = Kx(},-t) (transversahty COI]dlthH) .................................................. (CS)

H.=[g/(: %—E%;)%Q+g( ) %lQ-}—c—rc]exp(—ﬂ):% ............... (C6)
_ g}( ) x S [} eerererereeveeeereeeesseeeseiasinnnreeeesaresenes
H,= T, n exp(—7t) + 1 = 0. (C7)
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do_ _ 8.(") x &)1 NE
T dr 4 nQ— ¥ nQ+g"() ' ,(C'S)

n
olAl 4 (C8)& A (CH) ol disiatod Hejata vhgol d¥HAEZE A drt

n— 1 glx (D, N(t); 52]
v

glx(9), N(t); 2] = vC(8) — () +

ez 4 ZaHel Felxle) S x4l (C4) % Al (CH) o) ZALeRE @
Atk 4 (CAE TS BEFofo sz ofehsh o] & 4 3ok

@ A (C5) 9 S %e s e 2o

- g_()x
- v

+_gﬁ_l C(t)]exp(—rt) ................................ (C.11)

oAl %2l= A (C10) 3 A (C11) & Aj3sle] &1 offioh 2 it x3py e +8
sttt

g[?c(_t),N(-t),.Q] — rC(_t) ............................................................................. (C.12)
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