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In this research, we conduct model analysis of strategic product introduction based on game theory
in the presence of consumers who may make irrational purchasing decisions. Although most of the
previous related studies assume that all consumers make rational decisions, the results of
behavioral economics in recent years show that consumers will have various biases in evaluating
product values. Thus, by incorporating them into the model, we aim to provide more realistic
insights into firms' product introduction than those obtained by previous studies do.

More specifically, we focus on addressing the two topics as follows: (1) dynamic price and
production decisions in the presence of snob effect, and (2) quality decisions in the presence of
anchoirng effect.

As a result of our analysis, we first show analytically that the optimal dynamic paths of price and
sales quantity over general N periods varies sophisticatedly with how the snob effect arises
depending on the whole history of stockouts. Next, we show that an anchoring effect more
effectively benefits firms that provide high-end existing products. Furthermore, when the quality of
an entrant's existing product is at an intermediate level and the rival firms exist in a new market,
then the strength of anchoring effect can drastically change the entrant's quality-differentiation
strategy.

The results of this research were summarized in two papers, which have been submitted to
refereed international journals, but are still under review. In addition, we had one presentation on
the latter topic in a domestic conference.
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Model analysis for product strategy in the presence of irrational consumers
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In this research, we conduct model analysis of strategic product introduction based on game theory in the presence of consumers
who may make irrational purchasing decisions. Although most of the previous related studies assume that all consumers make rational
decisions, the results of behavioral economics in recent years show that consumers will have various biases in evaluating product
values. Thus, by incorporating them into the model, we aim to provide more realistic insights into firms' product introduction than
those obtained by previous studies do.

More specifically, we focus on addressing the two topics as follows: (1) dynamic price and production decisions in the presence of
snob effect, and (2) quality decisions in the presence of anchoirng effect.

As a result of our analysis, we first show analytically that the optimal dynamic paths of price and sales quantity over general N
periods varies sophisticatedly with how the snob effect arises depending on the whole history of stockouts. Next, we show that an
anchoring effect more effectively benefits firms that provide high—end existing products. Furthermore, when the quality of an entrant’s
existing product is at an intermediate level and the rival firms exist in a new market, then the strength of anchoring effect can
drastically change the entrant’s quality—differentiation strategy.

The results of this research were summarized in two papers, which have been submitted to refereed international journals, but are
still under review. In addition, we had one presentation on the latter topic in a domestic conference.
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