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While forecasting sales of a new product is very difficult, it is critical to market success. This is especially true
when other products have a highly negative influence on the product because of competition effect.

In this paper, we develop a choice-based competitive diffusion model and apply to the case where two digital
mobile telecommunication services, that is, digital cellular and PCS services, compete. The basic premise is that
demand patterns result from choice behavior, where customers choose a product to maximize their utility. In
comparison with Bass-type competitive diffusion models, our model provides superior fitting and forecasting
performance. The choice-based model is useful in that it enables the description of such competitive

environments and provides the flexibility to include marketing mix variables such as price and advertising.
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