
Applied Microeconomic Theory
Selected Essays of B. Curtis Eaton

B. Curtis Eaton
Professor of Economics, University of Calgary, Canada

ECONOMISTS OF THE TWENTIETH CENTURY

Edward Elgar
Cheltenham, UK • Northampton, MA, USA



Contents

Acknowledgements ix
Preface xiii
Intellectual biography xv

PART I STRATEGIC BEHAVIOR

1 'Free Entry in One-Dimensional Models: Pure Profits and Multiple
Equilibria', Journal of Regional Science, 16 (1), 1976, pp. 21-33. 3

2 'Freedom of Entry and the Existence of Pure Profit' (with Richard G.
Lipsey), Economic Journal, 88, September 1978, pp. 455-69. 16

3 'The Theory of Market Pre-emption: The Persistence of Excess Capacity
and Monopoly in Growing Spatial Markets' (with Richard G. Lipsey),
Economica, 46, May 1979, pp. 149-58. 31

4 'Exit Barriers are Entry Barriers: The Durability of Capital as a Barrier
to Entry' (with Richard G. Lipsey), Bell Journal of Economics, 11 (2),
Autumn 1980, pp. 721-9. 41

5 'Capital, Commitment, and Entry Equilibrium' (with Richard G. Lipsey),
Bell Journal of Economics, 12 (2), Autumn 1981, pp.593-604. 50

6 'Asymmetric Equilibria and Strategic Behaviour in Oligopolistic
Markets' (with Mukesh Eswaran), 1984, pp. 1-18. 62

7 'Sophisticated Entry in a Model of Spatial Competition' (with Myrna
Holtz Wooders), Rand Journal of Economics, 16 (2), Summer 1985,
pp. 282-97. 80

8 'A Theory of Market Structure with Sequential Entry' (with Roger
Ware), Rand Journal of Economics, 18 (1), Spring 1987, pp. 1-16. 96

9 'Uncertainty and the Value of Strategic'Commitment' (with Roger
Ware), 1988, pp. 1-6. ' 112

10 'Noncooperative Equilibria in One-Shot Games: A Synthesis' (with
Mukesh Eswaran), 1991, pp. 1-32. 118

11 'Flexible Manufacturing and Market Structure' (with Nicolas Schmitt),
American Economic Review, 88 (4), September 1994, pp. 875-88. 150

12 'Supporting Collusion by Choice of Inferior Technologies' (with
Mukesh Eswaran), in Trade, Technology and Economics: Essays in
Honour of Richard G. Lipsey (eds. B. Curtis Eaton and Richard G.
Harris), Edward Elgar Press, 1997, pp. 263-83. 164

PART II EFFICIENCY WAGES

13 'Agent Compensation and the Limits of Bonding' (with William D.
White), Journal of Economic Inquiry, XX, July 1982, pp. 330^13. 187



vi Applied Microeconomic Theory

14 'The Economy of High Wages: an Agency Problem' (with William D.
White), Economica, 50, May 1983, pp. 175-81. • 201'

15 'Wealth: The Support of Institutions and the Limits of Control' (with
William D. White), 1986, pp. 1-18. ' 208

16 'The Distribution of Wealth and the Efficiency of Institutions' (with
William D. White), Economic Inquiry, 29, April 1991, pp. 336-50. 226

PART III APPLIED PRICE THEORY

17 'Unemployment, Underemployment, and Optimal Job Search' (with
Philip A. Neher), Journal of Political Economy, 83 (2), April 1975,
pp. 355-75. 243

18 'Firm-Specific Human Capital: A Shared Investment or Optimal
Entrapment?' (with David Donaldson), Canadian Journal of Economics,
9 (3), August 1976, pp. 462-72. '. 264

19 'Patience, More Than Its Own Reward: A Note on Price Discrimination'
(with David Donaldson), Canadian Journal of Economics, 14 (1),
February 1981, pp. 93-105. 275

20 'Person-Specific Costs of Production: Hours of Work, Rates of Pay,
Labour Contracts' (with David Donaldson), Canadian Journal of
Economics, 17 (3), August 1984, pp. 441-9. 288

21 'Sweezy's Kink: The Original Consistent-Conjectural Equilibrium' (with
Jeremiah M. Allen), 1985, pp. 1-7. 297

22 'The Geometry of Supply, Demand, and Competitive Market Structure
with Economies of Scope' (with S.Q. Lemche), American Economic
Review, 85 (4), September 1991, pp. 901-11. 304

23 'Price Versus Quantity Competition in the Gabszewicz-Thisse Model
of Vertical Differentiation' (with P. Harrald), in Market Strategy and
Structure (eds. A. Gee and G. Norman), Harvester/Wheatsheaf, 1992,
pp. 217-32. 315

24 'Endogenous Pricing Modes in Markets for Inputs' (with Nicolas
Schmitt), in Does Economic Space Matter: Essays in Honor ofMelvin
L. Greenhut (eds. Hiroshi Ohta and Jacques-Francois Thisse),
Macmillan, 1993, pp. 352-73. 331

25 'An Address Model of Patent Breadth with Two Countries' (with Patrick
van Cayseele and Theon van Dijk), in The Limits of Patent Protection,
by Theon van Dijk, Maastricht University Press, 1994, pp. 137-55. 353

26 'Image Advertising' (with William D. White), 1995, pp. 1-17. 372
27 'Technology-Trading Coalitions in Supergames' (with Mukesh Eswaran),

Rand Journal of Economics, 28 (1), Spring 1997, pp. 135-49. 389
28 'Co-specific Investments, Hold-Up, and Self-Enforcing Contracts' (with

Patricia Koss), Journal of Economic Behavior and Organization, 32,
1997, pp. 457-70. 404

29 'The Evolution of Type Communication in a Sender/Receiver Game of
Common Interest with Cheap Talk' (with Jasmina Arifovic), Journal, of
Economic Dynamics and Control, 22, August 1998, pp. 1187-207. 418



Applied Microeconomic Theory vii

30 'Endogenous Cartel Formation' (with Mukesh Eswaran), Australian
Economic Papers, 37 (1), March 1998, pp. 1-13. 439

31 'Know-how Sharing with Stochastic Innovations' (with Mukesh
Eswaran), Canadian Journal of Economics, 34 (2), May 2001,
pp. 525-48. 452

Name index All


