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Abstract

Technological innovation, especially original innovation helps enterprises gain the
advantage of the time and the competitiveness of products, seize the initiative. On
the other hand, imitating innovation has the advantage of cost reduction of
corporate R&D and meeting customer needs better, which leads to a higher
success rate and makes imitation innovative enterprises obtain a post-market
advantage. From the perspective of time-based competition, before imitating
innovative product’s entering into the market, the original innovation product in the
market is totally monopolistic position, then turns to compete with the imitating
innovative product, in order to ask for greater advantages, original innovative
enterprises have to upgrade the original innovative products. As the result, the
product life cycle is divided into different stages according to the market
competition situation. In addition, whatever competition situation the enterprises
face, companies have the goal of profit maximization, or do not consider the
subsequent effects of the immediate profit maximization, or maximize the total
profit of the entire product life cycle.

This paper studies the optimal pricing of the original innovative product and the
upgrade product different stages of product life cycle of products with the times of
original innovative products into the market, imitating innovative products into the
market, the upgrade product into the market as market-separated points, as well
as the equilibrium prices when imitative innovative enterprises using different
pricing strategies. On this basis, this paper analyzes the impact of external factors
and internal factors, which have an impact on the spread of the product diffusion,
on product optimal price and instantaneous profit margin, also studies on the
optimal time decision-making for the upgrade products into the market and the
impact of external factors and internal factors of different product on the optimal

time. The analysis shows that: Whatever pricing strategy is, the optimal time to



upgrade product into the market should meet that the instantaneous profit margin
before and after the upgrade products entering into must be equal, which means
that the optimal time chosen to throw the upgrade products into the market must
make the instantaneous profit margin of original innovative enterprises
continuous. All the conclusions of this paper can support enterprises’ decision-

making on original innovation from the theoretical and methodological.
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