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Abstract

Akira KOBASHI, Product Durability and Price Competition

This paper analyzes a duopoly market where products are differentiated
by durability instead of quality. We assume that the durability of goods is given
exogenously, and the marginal cost is independent of the durability. There is an
infinite horizon and firms choose price in every period. We obtain the following
results: (1) The firms earn positive profits as long as the price of the secondhand
goods is positive. (2) The firm that provides goods with less durability can earn

more profit than the other if the quality of the secondhand goods is sufficiently low.
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