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		Abstract

		Many durable goods, particularly in the high technology sector of the economy, experience rapid quality improvement.  As a result, replacement is typically due to obsolescence rather than breakdown, and replacement cycles are relatively short.  When these goods are vertically differentiated, consumers must make two important, inter-related choices upon making a purchase: what quality level to buy, and how long to wait between purchases.  In this paper, we analyze how these two decisions relate to underlying preferences and to each other both theoretically and empirically.  We demonstrate how a single, tenuous assumption in a commonly used theoretical model can drive the relationships wed predict when we take this model to the data.  This highlights the necessity of a more direct empirical analysis.  In our empirics, we show that quality choice and replacement cycle length (RCL) are generally positively correlated.  We also find evidence of non-monotonic relationships between quality choice and marginal utility of quality and RCL choice and marginal utility of money.  That is, households who value quality more dont always buy higher-quality PCs, and households who value money less dont always buy more frequently, ceteris paribus.  Our results provide new insights into the nature of durable goods demand, the proper characterization of markets and market segments, and welfare measures. 
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