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(a) Adoption Phase Diagram
Katz-Shapiro (1985)
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0.0 0.2 0.4 0.6 0.8 1.0
Network Size n (normalized)

0.0

0.1

0.2

0.3

0.4

0.5

0.6

Be
ne

fit
 b

(n
) /

 C
os

t 
c

n * = 0.12

n * = 0.29

n * = 0.55

Below critical mass:
adoption collapses

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

Benefit: b(n) at = 1.5
Low cost (c = 0.15)
Medium cost (c = 0.30)
High cost (c = 0.45)

0.00

0.10

0.25

0.50

0.75

1.00

1.50

2.00

Cr
iti

ca
l M

as
s n

*  (
no

rm
al

ize
d)

Adoption Threshold Analysis: Katz-Shapiro Fulfilled Expectations
b(n) = n

1 + n , equilibrium b(ne) = c -- Katz & Shapiro (1985)


