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BECC-115 : INTERMEDIATE MICRO
ECONOMICS

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from all Sections as per

instructions given.

Section—A

Note : Answer any two questions from this

Section. 2%20=40

1. In a Cournot duopoly, two firms produce
output Qi1 and Qg, respectively. The market
demand function is :

P=200-Q
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where Q = Q: + Q2 and the total cost for each
firm 1s TC = 20Q.

(a) Derive the reaction function of firm
1 and firm 2. 12
(b) Find the Cournot-Nash equilibrium
output for each firm. 4
(¢) Calculate the equilibrium market price
and the total profit of the industry. 4
2. (a) Distinguish between short-run and
long-run production functions.
IMustrate how the law of wvariable
proportions operates in the short-run ? 8
(b) Given the following Cobb-Douglas
production function :
Q = 2K04 1,06
where Q is the output, K is capital and
L is labour input.
(1) Determine the returns to scale for

this production function. 2
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(i1) Calculate the output elasticities of

labour and capital. 6

(i11) Derive the marginal rate of
technical substitution. 4

3. (a) Explain how the divergence between

marginal private cost and marginal
social cost lead to market inefficiency.
IMustrate. 10
(b) Discuss the role of Coase theorem in
correcting externalities. What are its
limitations ? 10
4. (a) An individual earns ¥ 100 in period 1
and ¥ 150 in period 2. The rate of
interest 1s 20%. Write down the inter-
temporal budget line and calculate the
intercepts on both axes. Draw the
budget line showing the endowment
point. 10
(b) Suppose the rate of interest falls to
10%. Draw the new budget line. If the
individual was 1initially a lender,
discuss whether his welfare improves or
declines after the fall in interest rate.
10
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Section—B
Note : Answer any four questions from this
Section. 4x12=48

5. What is asymmetrical information ? How
does asymmetrical information lead to
market failure ? 12

6. Find the optional consumption bundle in
case of quantity tax and an equivalent
income tax. In which of the two tax regimes
is the consumer better off ? 12

7. A firm faces the following demand curve and
total cost function :

P =200 -2Q
TC =500 + Q2
Calculate the profit maximizing output and
price if the firm operates in a perfectly
competitive market. 12

8. What do you understand by the term
‘Consumer Surplus’ ? Explain with diagram,
how it is calculated. 12

9. What is social welfare function ? Explain its

importance in Welfare Economics. 12
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10. Consider the following normal game form in
which Player 1 and Player 2 each have two
strategies :

Player 2

X Y

Player 1 X | 37 8, 4
Y| 6,5 4, 8

(Here, the first entry in each cell 1is
Player 1’s payoff and the second is
Player 2’s payoff).

(a) Find the Nash equilibrium of the game.

6

(b) Write the extensive form of the game

assuming Player 1 moves first. 6
Section-C

Note : Answer both questions from this Section.
Each question carries 6 marks. 2x6=12
11. Write short notes on any two of the
following : 2X3=6

(a) Value Judgements

(b) Homogeneous Production Function
(¢) Quasi-Linear Preferences
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12. Differentiate between any two of the

following : 2%X3=6

(a) Weakly  Preferred and  Strongly
Preferred Set

(b) Monopoly and Monopolistic Competition

(c) Signaling and Screening
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e QY 9E G TG I F I AT |

HT—ch

e 39 97 9 fR=l @ gvHl o S fafem ) 2x20=40

1. Weh HAl gHMUHR H, T HHI o Icded HA: Qq

A Q2 T | ISR HIT e ¢

P=200-Q
W& Q = Qi + Qz 3R TAF WH H FA AT
TC =20Q %1
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(%) ®H 1 a1 ®H 2 & FfdfhaT i &1 Fcr
TSI | 12
(@) &% FH & T FHA-79 Hged 3ARA 9
HifeT | 4
(7T) FgeH 9NIR A TR q&1 ST HT ol ard
W@Haﬁml 4

2. () SAURIASH T SrehicTh ST hedl § 9

mife | gemEd fo fvg TR orcusa

et STaTdt 1 Fram el e B 8
(@) fFr=fafad wa-se@m 3 wod fear =
T
Q = 2K04 1,06

ST Q ST 7, K ST € a9 L 9 oT_H 2

() 39 SAR ®eHd & UAM & gfaka
HifTT | 2

(i) oM AR TS T IR = T hifod |

6
(iii) Tehfeh! FTTEATIA i THIG T hl Fedrd
RUERNE 4
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3. (%) = hifse for fovg R dmm st o

AR GiH7d GraTfSieh ARTal § 3T 371 9 SNk

TRIATEN B ST ©, S0 Sifu | 10

(@) JrRIaisti & arer § Hiey g8 &1 e

== HIfST | THeh! HHE R g ? 10

4. (F) R A @Y 1 H T 100 T4 Aafy 2 |
% 150 SHAT § | SIS i T 20% | SRR
I (W A FIWC qAT A A W
WIS IMehferd hifow | Fugraar fag
TG U SIS1e 3@ SAfehd whifer | 10
(@) W1 S foh =S X T 10% B S |
9 T a9 Y@ 3ifka wifse) af Ted 9%
Afed Teh RURE 91, a1 ddisy foh o9 39
&9 TR H ofg Bl = AT | (oA X H
FHH) | 10
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g

e 37 9 9 ol w9 & Sw fafem )

5.

4x12=48
STORT Yo 1 ¥ 7 TH I &I Tfata |

TSR foh Joh forhel &1 STd § 2 12
T %] L A qHET IR 1 el § srfiee
S5 k10 B £ B < 0 1 L T £ O =or s MR L |

Hereel § ogde feafqd 8§ war g ? 12

T %H & T /I 95k Td el AT Held 36 YhR
g:

P =200 - 2Q

TC =500 + Q2
Ife ®H T gl ufeanht aem § S e W R, @
Y ARRH A1 SR qT hIHd T 3Tehferd

HIfeT | 12
IqHierT SR’ W 379 R WHEA © 2 Teh Y@t

G THhT ATheld HHHATRU | 12
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9. WM &1 el 1 & ? §F TS H gEeh

e FHesy | 12
10. fAfafed Tmr T@ oTeE W fa=R Fifve e
Q1 FAeh! Rl -2 FFRTA AW € ¢
€dch-2
X Y

w1 X | 37 84
Y| 65 4,8

(= Uk wisew H Ueel gfafte gaw-1 & q

IR Fash-2 S Ffawiia w1 gied Lt €1)

() 9 T4 I -1 T T DI | 6

(@) 78 AR foh el gaeh el =l =
T34 Ta & faiga @&y &1 &0 Hif |

6

W77
e : 3T UM & SAE GIF T | 2x6=12
11. frfafed 8 @ fe<l & W gfaa femfirt fafem
2X3=6

() oot foia
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(@) HId 341G Theld

(1) 312-Yerw afFant

12. TrAfafea § 9 fr<l & 3 § 98 Tt HifvT

2X3=6
(%) ggol SRFdl 9T a1 Hehel Il U T4

(W) THITIHR TN TehITEhRl Fraaiimd

(77) Fehad IR ST

X X X XX
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