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Term-End Examination
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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.

(iti) Section C : Answer both questions.

Each questions carries 6 marks.
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Section—A

1. (a) A monopolist 1s facing two different

demand functions :

q, =4800-600P,
and gy =4200-700F,

Marginal cost of production is T 2. If the
monopolist adopts two-part tariff
scheme, what is the profit maximising

price ? Draw. 10

(b) Under natural monopoly, show that there
is welfare loss if marginal cost pricing is
adopted. How can this welfare loss be

eliminated ? Explain diagrammatically.

10

2. (a) For the following demand -curve
P =20 — 2Q and constant marginal cost

curve with a value = ¥ 5, find the
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equilibrium price, quantity and profit
according to : 12

(1) Stackelberg Model
(1) Bertrand Model

(b) Explain equilibrium under Cournot
Model using reaction curves. Let the

market demand curve be given by
P =a - bQ, where Q=Q; +Q, with Q;
and Q, being the quantities produced

by two Cournot firms. Assume marginal

cost as zero. 8

3. (@ Why 1s the demand curve under
monopolistic competition downward
sloping ? Explain and compare the long-
run equilibrium under monopolistic
competition with the long-run
equilibrium under perfect competition.

12
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(b) Derive the relationship between price
and price elasticity of demand in two
submarkets under third degree price

discrimination. 8

4. (a) Show diagrammatically, how presence
of externalities leads to under- and

over- provisioning of private goods. 12

(b) State the conditions for optimal
provision of public goods. Show that if

the optimal provision is not satisfied,

then at least one individual can be

made better off without making any one

else worse off. 8

Section—B

5. Consider the following normal form game in

which players 1 and 2, choose two strategies

each : 12
Player 2
C D
8,7 6,6
Player 1
5,5 17,8
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(a) Find the Nash equilibrium of the

game.

(b) Write the extensive form of the game

with player 1 moving first.

(¢ Find the subgame perfect Nash

equilibrium.

6. How does a market for used cars turn into a
situation of adverse selection ? Explain. 12
7. Prove that allocation wunder welfare
maximisation is also a Pareto efficient
allocation. 12
8. Explain any two ways of correcting market
failure arising due to externalities. 12
9. Find the deadweight loss, if the market
which was competitive earlier, is now
monopolised. The demand curve for the good

1s P =20 — 3Q and marginal cost MC = 2Q.
12
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(a) Explain the Free Rider problem with
the help of an example. 6

(b) Explain the Tiebout hypothesis. 6

If any player has a dominant strategy, will

he play a mixed strategy ever ? Explain. 12

Section—C

Write short notes on any two of the following :
2X3=6

(a) Bergson-Samuelson’s social welfare
function

(b) Concavity of the production possibility
curve

(c) Edgeworth box for production

(d) Moral hazard

Differentiate between any two of the

following : 2X3=6

(a) Nash equilibrium in the normal form

game and subgame perfect equilibrium

in the extensive form game
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(b) First degree price discrimination and
Second degree price discrimination

(¢) Isowelfare curves of a utilitratian social
welfare function and Rawlsian social

welfare function

(d) Short-run equilibrium and Long-run

equilibrium under perfect competition
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O —F
1. (%) T THIHSRT & 998 S JIR-Joeh AT a5
R
g, =4800-600P,
qq gy =4200-700P,
SCEA i HHG @G 2 2 T AR TR
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2. (F)TH AM TH P = 20 — 2Q ¥ qon feer diwia

Ik T AM T 5 B Tefafed < wraet &

3Tdfd Tge iU, W1 SR Y SAhferd
IS 12
() Whee gfaae
(i) Eve g
() s et o1 S T A SiaHE § He
i SARAT ST | ISR AT a6 P = a - 5Q,
TR Q=Q +Q,, 5 Q T Q, A T
HHf % IcEA ¥ | °H Ao R Emia s
AT I R 8
3. (%) TRl gfadifmn # #f1 g% qife iR
TS 1 BT § 7 AT HifS qeqn et
# weifesrl feRifran v qof wfaeifirar =)
q i | 12
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(@) T ®ife & HiHd faved § 31 q-9= |

AT qAT [T H HIAD @D & o qo8

eI HifST | 8

4. () YEnfad g SRIET fo fohe gehm serarsd it
Sufeerfq | st werel w1 Srewm steq/stfueh
EESIGIES 12

(@) gEsie TQel & Tad YEdE & fau
e TG Sastl Ig o Temsy fE Afe

IS 359 81 &1, A HH-U-hH Teh Al

& T¥m HI, fom fordt o= w1 39 A,

G T Hohell T | 8
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qT—9

o o o

5. T=fafed g e w foer #ife, S& gaes 1

TS 2 I -3 Rt Iqere € 12
T 2

C D

A |87 6,6
®dch 1
B |55 17,8

(%) 9 T 1 19 el T hiTsg |

(@) A Taeh 1 Tecl =e =, @1 T w1 fasga &9
1 BT ?

(1) 3u- Y A9 HIE T HIC

6. U SR kI AR fohe Yepr faodia == =t feafa

# gfiafdd & ST ? 99y | 12
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fag =i for &m sifysran w0 &1 <o # o
TEYE JEEE W T FEHH B SRl 12
SIS o HRO AR H 3178 fatherar s R =t
g & fafeml Ty 12

Ff foret qui gfcarft sk # ThIfereRi sl Tero

B ST, 1 F&f A = o7 STeherd hife| | |
9% P = 20 — 3Q T HHid @ MC = 2Q ¥1 12
() Th TR G/ T GEET 1 AR

EAE 6

(@) LS SFTYRIN hl AT | 6

Ife frdlt Tash & I T Foot IR AN §, A
g Hl fHfsa g w1 gE@m wEm 2 =ren

HITSY | 12
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WRT—T7

12. Tr=fafea & 9 gl & w gfew femfomt fafen .

2%x3=6

(F) ITHT-H=Y3TeH 1 HHISIH AT Ho
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(@) 9am whife Fd fade ik fgdim wife s

fade
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