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Abstract

People may expect that the society bene�ts from new products in which state-of-the-

art technologies are embodied. Is this claim valid under any models of price competition

among Bertrand and Stackelberg? This study constructs an endogenous timing model

where �rms produces a new product by paying a setup cost, and demonstrates that

Stackelberg competition would be selected when the setup cost is low. New product�s

price is higher and its supply is shorter in Stackelberg competition than Bertrand. This

implies that governmental subsidy for the set cost can change the form of competition

and the society could not bene�t from new products. (101 words)
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