Adoption Threshold Analysis: Katz-Shapiro Fulfilled Expectations
b(n) = ==, equilibrium b(n€) = c -- Katz & Shapiro (1985)
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(a) Adoption Phase Diagram
Katz-Shapiro (1985)

0.5

m= Equilibrium boundary: n* =1

FAILUKE

0.4
©
0 0.3
o -
(@)
c
o
202 O
(=)
T
< O

0.1 VIABLE

' ADOPTION
0-0 T T T T T T
0.0 0.5 1.0 1.5 2.0 2.5 3.0

Network Effect Strength (o)

2.00

1.50

—
o
o

o
~
Ul

o
U
o

o
N
&)

0.10

0.00

*

Critical Mass n

(normalized)

Benefit b(n) / Cost c

(b) Cross-Section at 0=1.5:
Benefit vs Cost
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