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BECC-108 : INTERMEDIATE MICRO- 

ECONOMICS—II 

Time : 3 Hours     Maximum Marks : 100 

Note : (i) Answer questions from each Section as 

per the given instructions. 

 (ii) Section A : Answer any two questions 

from this Section. Each question carries 

20 marks. 

 (iii) Section B : Answer any four questions 

from this Section. Each question carries 

12 marks. 

 (iv) Section C : Answer all questions from 

this Section. Each question carries  

6 marks. 

Section—A 

1. (a) What would be the profit maximising 

output for a monopolist that faces zero 

average and marginal costs ? Illustrate 

with the help of a diagram. 5 

(b) An amusement park owner opts for a two- 

part tariff. He/She charges for an entry 
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ticket and then for every ride. Suppose  

AC = MC = 6. The market demand curves 

for the two separable markets are : 15 

                   1 1Q 60 P   and 2 2Q 60 2P   

(i) The firm can follow a two-part tariff. 

What will be the fixed one-time fee 

provided by (1) Oi’s solution and  

(2) Alternate method using the profit   

maximizing unit price ? 

(ii) Calculate the monopolist’s profit in 

both the situations.  

2. (a) With the help of a diagram, explain the 

social loss due to negative externality. 10 

(b) Discuss the mathematical explanation of 

optimal provision of public goods. 10 

3. Consider a duopoly of firms 1 and 2 producing a 

homogeneous product. The demand is described 

by the following function :  

1
Q (100 – P)

2
  

where, Q is total product of both firms  

(i. e., Q = Q1 + Q2). Also let the marginal cost of 

production faced by both firms be ` 40, i. e., 

MC1 = MC2 = 40. Calculate the residual 

demand function for both the firms. Using them 
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a certain their reaction curves and the Cournot-

Nash equilibrium price and quantity produced 

by each firm. 20 

4. (a) Explain the deadweight loss due to a 

symmetric information. Illustrate. 10 

(b) Comment on positive externality and 

inefficiency. 10 

Section—B 

5. What is Prisoner’s Dilemma ? Two firms are 

planning to enter into a market. Firm 1 is 

contemplating its capacity strategy, which can 

be ‘aggressive’ or ‘accommodating’. Firm  2 also 

has similar options. The payoff matrix is as 

follows : 

 Firm 2 

Firm 1 

 Aggressive Accommodating 

Aggressive (7, 2) (10, 3) 

Accommodating (9, 5) (11, 4) 

(a) If both firms decide their strategies 

simultaneously, what is the Nash 

equilibrium in pure strategy ? 6 

(b) Write the game in extensive form. Find the 

optimal strategy of firm 1, if it is the first 

mover. In that case what would be the 

strategies of firm 2s ? 6 
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6. (a) The perfect competition ensures optimum 

allocation of resources in the production of 

two commodities X and Y. Explain with the 

help of Lagrangian function. 8 

(b) What is meant by value judgements ? 4 

7. (a) For a profit maximizing monopolist, how 

does markup depend on the elasticity of 

demand ? 5 

(b) Consider a monopolist facing an inverse 

demand function P(Q) = 10 – Q and  

TC = 2Q + Q2. Calculate the deadweight 

loss associated with this market condition. 

7 

8. (a) Explain the concept of excess-capacity. 

Illustrate. 4 

(b) In monopolistic competition, a firm 

produces 5 units of output. The total cost 

(TC) function of the firm is given by : 

TC = 256 + 4q2 + 150q 

where q is the output of the firm. 

(i) What is the efficient level of output of 

the firm ? 4 

(ii) Do you think that the firm is 

producing at the efficient point ? 4 

9. (a) Distinguish between public good and 

private good. What is the Free-rider 

problem ? 6 

(b) Explain the concept of Coase theorem. 6 



 [ 5 ] BECC-108 

  P. T. O. 

10. For the following demand curve P = a – 2b and 

constant marginal cost curve is ‘C’, find the 

equilibrium price, quantity and profit according 

to :     12 

(i) Stackelberg Model 

(ii) Bertrand Model 

11. What are the characteristics of public goods ? 

Explain the Samuelson-Musgrave’s theory. 12 

Section—C 

12. Write short notes on any two of the following : 

3+3 

(i) Transformation Curve 

(ii) Social Welfare Maximization 

(iii) Pigouvian tax 

(iv) Second degree price discrimination  

13. Differentiate between any two of the following : 

3+3 

(i) Perfect competition and Monopoly 

(ii) Simultaneous move and Sequential games 

(iii) Marginal cost pricing and Average cost 

pricing 

(iv) Benthamite welfare function and Rawlsian 

welfare function 
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AC = MC = 6

1 1Q 60 P 

2 2Q 60 2P 

(i) 

(ii) 

]
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1
Q (100 – P)

2


  

] Q ] Q = Q1 + 

Q2 `

MC1 = MC2 = 40

10 

&
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(7, 2) (10, 3) 

(9, 5) (11, 4) 

X Y 
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]

P(Q) = 10 – Q

TC = 2Q + Q2

TC = 256 + 4q2 + 150q

] q 

(i)

(ii)
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P = a – 2b 

‘C’ 

(i) 

(ii) 

&

(i)

(ii) 

(iii)

(iv)

(i)

(ii)

(iii)

(iv)
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