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The main purpose of our research project is to propose a growth model in which
product cycles arise endogenously from investment in two types of innovations. Incumbent firms invest in
incremental technology improvements with the aim of reducing production costs. Market entrants develop
breakthrough product designs in order to capture the market from vintage product lines. The competing
objectives of the two types of innovation generate product cycles within an environment of creative
destruction. We characterized three stable patterns of product evolution: incremental innovation alone,
breakthrough innovation alone, and product cycles with both types of innovation.
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