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BECC-108 : INTERMEDIATE MICRO

ECONOMICS-II
Time : 3 Hours Maximum Marks : 100
Note : (i) Section A : Answer any two

questions. FEach question carries

20 marks.

(it) Section B : Answer any four
questions. FEach question carries
12 marks.

(iit) Section C : Answer both questions.

Each question carries 6 marks.

B-1233/BECC-108 P.T.O.



1.

()

(b)

[2] BECC-108

Section—A

The market demand in a duopoly is

given by P = 20 — 2Q, where Q = g1 +
Q9. q1 1s the output produced by

duopolist 1 and g9 1s the output

produced by duopolist 2. The marginal
cost 1s ¥ 5. Using reaction curves, derive

the Cournot equilibrium. Find the

equilibrium levels of q1, g9, P and profit

levels of the two firms. 10
If duopolist 1 becomes a Stackelberg
leader and duopolist 2 becomes
follower, what will be the equilibrium
output levels and their profit

levels ? 10
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What is a Pigouvian tax ? How does it
help in correcting the market failure in
the presence of negative externalities ?
Show it with the help of a diagram. 10
Two roommates A and B are deciding to
buy a TV set. The cost of the television
set 1s ¥ 5,000. Both A and B value the
television at ¥ 3,000 each. The joint
valuation is greater than the cost. The
roommates are independently deciding
to choose whether to ‘buy’ or ‘not buy’
the TV set. Explain the Free Rider
problem. Explain the Nash equilibrium

under the situation. 10
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Calculate the output, prices and profits
for a third degree monopolist who faces

two different demand functions :

q1=8-Dp1
2
and Q2=6—3p2

Marginal cost =¥ 2.

Explain the difference in prices in terms
of elasticity of demand in the two
markets. 12
Explain the deadweight loss under
natural monopoly diagrammatically. 8
How 1is short-run equilibrium in
perfectly competitive market structure
different from that in monopoly ? Draw
and explain it for a firm in the two

markets. 12

B-1233/BECC-108



[5] BECC-108

(b) Given the market demand for a
monopoly P = 80 — 20Q. Calculate the
price-marginal cost markup and the
level of profits if the total cost is
C(Q) = 20Q. 8

Section—B

5. (a) Explain how, due to the presence of
‘lemons’ in the second-hand car market,

‘plums’ do not get sold. What is this
problem called ? 6

(b) What 1i1s the general equilibrium
condition for overall efficiency ? Draw

and explain. 6

6. Illustrate the concept of dominant strategy
equilibrium, using the Prisoners’ Dilemma
game. 12
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7. Explain why P1 = P2 = Marginal cost is the
only equilibrium in Bertrand game where
two firms 1 and 2, charge prices P1 and P2

respectively. 12

8. In the following extensive form game :

A

Left Right

B B

Not Not
Attack Attack
ttac Attack ttac Attack

() B (o)

3 4 2 0

(a) Write the actions as well as strategies
of the players. 4

(b) Find the subgame perfect equilibrium

using Backward induction. 4

(¢) Depict the game in normal form. 4
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Derive the optimal provision condition of
public goods. If this condition is violated,
how is at least one individual made better

off ? 12

What are isowelfare curves ? Draw the
isowelfare curves for a utilitarian and
Rawlsian social welfare functions of a
society. 12
What is the difference between O1i’s solution
and alternate method using the profit
maximizing unit price in the two-part tariff
pricing scheme ? 12

Section—C

Write short notes on any two of the

following : 2X3=6

(1) Contract curve

(11) Production Possibility curve/
Transformation curve

(111) Deadweight loss in monopoly

(iv) Moral hazard
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13. Differentiate between any two of the
following pairs : 2%X3=6
(1) Stackelberg and Bertrand Models
(i1) First Welfare and Second Welfare
Theorem
(i11) Features of Monopoly and Oligopoly
market structures

(1v) Public and Private goods
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WA —eh
1. (%) T gurfaerrt 9k s G g% P = 20 — 2Q

T, W Q = g1 + qg | 3TH gy T go FHM:

Ml ScaIEeh] g ScdTied JEMY | S arTd
= % 5| Yfafhal Skl a1 TAFT T Al Fde
1A HIC | e § g, go, P T SHI ®HI
% T4l ST SR i | 10
(@) A Jgel SHTfRRil Sehcten ST e gHy

SR 99 SN, @ 9qed | 3caed R el

3T TN W BN ? 10

2. (%) U] R FA AT ? THRIHS ATl hi <IN
T 8 99R fawaar 1 IR ffg TR &

WM T ? T o= g e 10

(@) T TH WG A o A A SR B, T TV =2
TiieT # fof #1 W@ €1 TV ¥ & &ma

% 5,000 ¢ fohvg 3 Sl Tt ST Hoareh
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% 3,000 YIH & I U @ T | WIH qoAhA

@ TSR AT 9 e § | foheq o STT- oTem

& 'lie’ o e 'lien’ & vl R @ g

TE UGG i TERT H AT HITST |

Sfeaferd Taen § A g MM 2 10
3. () U gard Hife Hima fa9geH &1 SAeA Hiddl
AR A BT Ak Hifey, AT TS THG

i 9%
q1=8-p1
. B 2
RE| qz—6—3p2

qAT TR ! G AT T M T 2 & HME |

SET SR H Rl b 3T h1 SRS &l i

I &1 & § 3T g ohifoTd | 12
(@) @fas g UThfdeh UehTteehR § faia =i &t
AT HifoId | 8
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4. (%) TH gl Giqari SR &1 STeqehlferh Hqe

ThITeehTd ISR ® f7E R f9=1 a1 g ?

Y@l gRI Ml TSl H fohedt % & fog 39

3T | SR SIS | 12
(@) THITEehR) 1 JiT g% P = 80 — 20Q §1 4fS
IGhT /A @ C(Q) = 20Q T, I IHH!
FHid, HHd arTa Agig q9n oy & WR &
FTeheT hifST | 8

O —|
5. (%) 9HesT fo =& qU =S & 9ok | Higsii’
w1 Iufefd & &R0 ‘7] gem' ot T2 fow
q1d | 6
(@) Yerfas Rt SeIiee ff R & W Se&ar =i

ek e hi I I Bl & 2 6
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6. ST hl GfeIH T h1 IETEL0N ekl Yolel Ffekd Her
1 STALRON hi FHATST | 12
7. o Sitse fo At wH 1 $R 2 HART: Py SR P2
HFd o W F, @ FUS YA K THAM HJAT

P1 = P9 = HHId @NTd & 81T | 12

8. T Td 1 fIEd TEY 39 TR & :
A

5 () 5 (o)

(%) T FAehi 1 fohad iR gfoal fafew 4
(@) TE=ErTH WX fafy o1 9T hieh SR Equl
G 1A I | 4

(1) A T I TET I | 4
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9. Weh HEWTH U & TRAH UEHE hi I HI
[ FIT | A 39 I 1 Seered & @A, A
T fh T YR FH-V-F9 UH AR I 90
T YR 5T Fehell T | 12

10. HHEH ok 1 B § 2 STNAERT SR TS
TESTR &9 HeHl o fad TH&H gehi i A
HITIT | 12

1. foa afysar g fuaRo & eifuean ey <A
et FEA & Oi FHYE A Jehfoush THEE |

F SR AT ? 12

T
12. frefafed 9 fogl < W @y femforer fafem :
2x3=6

(i) ey o

(i) SRS HHEHT Jgh/YeTed o

(iil) wehTfererr § fama =it

(iv) fde 55
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13. Frefafed 9 9 fodl & g § 98 ¥ Fife

2%x3=6

() Whaet qun geve gfaaH

(i) 9Yom ud g aq v

(iil) UHIEeT Td SAeUEml deR i el
% Afqara

(iv) St e =it aere

X X X X X
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