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Abstract

In this paper we develop a dynamic model of technology switch and technology
investment valuation under uncertainty. Using continuous time framework, we
explain how to derive the optimal timing of technology switch, and we show a closed-
form solution for the optimal timing decision and technology investment value in the
case of one technology switch, then extends to the case of sequential technology
switches. We find that the optimal timing is not influenced by future’s technology
switches, and the present value of profit rise if technology switch occurs more
frequently in the future. Furthermore, use numerical examples, we analyze how the
optimal timing is affected by changes in parameter values reflecting market
uncertainty and technology conditions, how the present value of profit is affected by

times of technology switch in the future.
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