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3. In a contestable market, active firms are vulnerable to “hit and run” entry. For its existence, sunk costs
must be largely absent. In the banking industry, some argue that most of the costs are fixed but not sunk,
making it contestable (Whalen, 1988).

4. We would like to thank the anonymous referee for this suggestion.

5. We would like to thank the anonymous referee for this suggestion. For brevity purposes, we do not present
the results here, but are available from the author upon request.

6. See Berger and Mester (1997) for a detailed discussion of this point.
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