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2            Sub parts of the questions to be attempted together.
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Q1:

a)   Explain Bertrand trap with the help of a diagram. How does price competition with different costs

solve the problem of Bertrand trap? Draw to e`xplain.(9)

b)   How is the Bertrand trap avoided in the capacity constraint model? Why is the price set at Pail +K2)

in equilibrium, where Ki and. K2are the capacities of two firms?                       (9)

Q2:

a)   Consider a homogeneous prodngt industry with inverse demand p =  140 - 2Q, where Q = qi+q2.

Assume tim 1 which produces qi is the leader and firm 2 produces .q2 as a follower. If both firms

have same marginal cost (c) and no fixed cost, then show that leader produces more and earns higher

profits than the follower if it is a quantity model of stackelberg.         (9)

.b)   Explain the concept of CEfficient component pricing rule' that is used to determine access charges for

common essential facility? How does it help in maintaining competition and inproving efriciency?

(9)

Q3:

a) Compute the equilibrium in Salop's circular city model, with linear transport cost t and show that

market generates too many firms in relation to the social optinum.                                        (9)

8)  Discuss three factors that may facilitate the formation and maintenance of collusive agreements.

(9)

Q4: What are the economic effects of horizontal mergers? Assume three Coumot firms facing a linear
market demand

P- a - Q
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They have symmetric cost function before the merger:

C= F+ c q.                where F is the fixed cost and c is the constant marginal cost

The merger results in cost efficiencies of the merged fin with its cost function given as

C =F' +c' q,                suchthat c' < c

(a) Use the analytical approach to determine the inpact of a horizontal merger of two fins on the profits
ofmergingfrms.

(b) How is the competing (non-merged) tim affected by this merger? Further,  arialyze its inpact on
consumer surplus.                                                                                                                                     ( 18)

Q5: Consider a structure consisting of Manufacturer Q4) and a Retailer ai). There is a demand for the

fmal product (supplied by jz), given by D ®) = 50 - q. Assume that to produce one unit of output, retailer

needs one unit of input from manufacturer. Suppose that Rhas no costs in addition to the who.1esale price,

w, that it pays to its supplier.Fim hthas a constant marginal cost 10.

a)   Find the equilibrium quantity, price and profit for. both Manufacturer and.Retailer.      (9)

b)   Now suppose, both the firms merge, then what will be the profit of the merged firm. Are they better

under vertical merger? Prove and justify with an economic argument.              (9)

Q6:Write a note on:

a)   Resale Price Maintenance as a measure of vertical restraint

b)   Regulatory mechanism for natural monopolies.          (9)

(9)

Q7:

a)   Leading fims have a greater incentive to innovate when the threat of competition by a laggard is high

®reemption effect). Otherwise, leading firms have a lower incentive to innovate (replacement effect).
Analyse the above statement.             (9)

b)   Suppose that the market demand for a given product is given by Q = a - p, and the marginal cost is

constant  at  c.  Let  pre  -innovation  values  be  Let  czo=10,    .co=  5  ;  and  cz]=20  ,  c]=  2  be  the

corresponding post- innovation values. Find the social value of innovation. Is it product improvement

innovation? C ost reducing innovation?                                                               (9)
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RI1:

a) 3TTtr 5Pr tigTqtlT a ¥ er Efr caicaT Erml  fafin ffl7Tdi * 5TeT qu HiaEqch a#

er Efu 5FHr ch ae 5F RE ap 5HFTa aT far 3TTfa aETEa[(9>

b) aFTaT arm riiin # ¥ er a ae aaT aTaT giv giv E RI pat 1 +K2) q{ ffi dr fin

5raT a, 5TIrv Ki  3ife F2  a t55if Efr ffiEfflFv giv (9)     ,

Q2:

a) 5grH rfu p = i4O -2Q aT tiTer eE tiH5q- 3=qT= 3giv qT faFT ERE, 5TIrv Q = qi+q2

F]  HIT rm ia7 trd  1  ch qi  air 3FqTaF RE a, aF dr a 3flT tri 2 tifeFT aT 5q *

q2 air 3EqTaaT RE g[  rfu an tffi Efr RE aFIa (c) HHH a chF ing iEeFT aTaFT ap

a, Efr aQfiEa f* ife 3Tis 3Eqi5a q5raT a 3fl{ tifeFT rfu gaaT # 3Tis aTaT E5HTaT a

qia qg +`£atlqdi  H HTaT rfu *]  (9)

b) 'geTF ETEE qu iatrfu iin Efr RT€rm fl 5qicaT ERE iaffl 3qdr tlmffl

3ITtTeqF givIT aJ fair qF 35EF fatife rd aJ fat iin araT ap qF HfaHch aaTTr ed

3fi{ aHaT # apFT rd # ae Ear a5IaT giv (9)

RE3:

ap ife qRaF aFia t aJ tlT€T th a qFiaJIT STET rfu H giv EPr aTuffl Effi 3fl{

firu fat amr tiTfflfaEF ScEaH * thr H aga 3Tis rd 3Eqa 5raT g]  (9)

ap  Eft] ffldi qT ed EfrfaF ch fREFFT HHERE aT 5T5a 3fiI I515Ta Efr givIT EaFT 5T

wh €1  (9)

q¥a 4: ffi faffl aT 3Trfife 9€m aET ap aH rm f¥ Efia RE rd ife aiaTT rfu

ffl - q5{ ca a
P- a - Q

iaffl a qEa 3aaT qiH tiEiin aFTa tFaa *

c= F+ c q. GTFV F fEaFT aFia a 3ife c fEeFT RE aFia a

faffl aT iir`uiidi+q`w  faffl Efr ]TS tri Efr aF]a aa]aT€ an i, iaFT aFTa tFaa SH gE5T{

fir rm a



-tJ de

c = FJ icJ q, an fa; cJ < c

® faH rd rfu q5ffi * If ql al ffi aT rfu faffl aT enTFT E} fatife rd aT
faTr fa3dGi+ncdich- ap a5T 3qdr Ermi

® EH faH a HfaEq€ff giv-try tri ca ceHfaa an ap Err 3raitIT, 3tr3in 3TfEN
TIT dr REin aFT faein EfufaFi  (18)

H¥F 5: ith (rty  3flT qF{T fain (3flp  a ffro an ir TIT faiFT Ermi  3iiaH

3Fqia  (3m apTIT 3Tgiv  Efr rfu a, fad D  0)  =  50 -Q  apTIT fin 5iqT gl  aia dtfir f¥

3]i3aIE Efu eiF rf a5T 3EqH rd aT fan, g{r fafu ifr fth a SaIE EPr qF Erf

Efr 3fieqEFaT an gl  HIT dtfir far R EPr  aha =pri, w * 3rmaT * aFFT Far a, ch aF

3Tqa 3ITgr ri in €[ trf MEfr HaT fEel{ RE aFia io gi

a) fEL 3ir gr fafu affi aT iaF giv Hm, Ipr 3fi{ ant a5T tlaT aThEa[  (9)

b) 3]F aFT rm, an tffi a5T faH a aTaT a, al faH Efr ]¢ tri a5T aTBT aTr givl  aqT

a 3f€atT{ faH * aga agiv ap etF 3Trfife air * tiTeT rfu flffr 3fiT 3iaa 55wi]  (9)

Her 6: TaHrafad ql eE at faiat:

a) 3r€atFT dr a 3tm aT ¢q- # Fffa a¥F © (9)

b) gTEfaF ngq5rfeFT a far iaqlHEF dri  (9)

ma7:

ap 3Tan tffi a7 tin aafiir rd aT far 3TfaF riEng giv a aF ire apitr EiaFTfl

5T 5alT 3TfaE giv a (iF-Ffa¥rH eeTTa)I  3Tan, 3Tan tffi aT qRT aarm¥ rd * fair

q5H :*tc+u6tn  giv a afaHTH eeTra)I  3qha i;e]a a5T fa3in Ermi  (9)

ap  in rm fat fan far 5itT 3EqTa EPr aiai{ rfu Q = a - p api{T a FE a, 3fi{ RE

aTTla c qT fir *i .iFfflrfe Hm aFT an fa; ao=io, co= 5; 3fiT ai=2o, ci= 2 ffi

tiefflrfu rna gi  ffiTFT ffl tlTfflfaaT qF ffl rmi ffl qF 3EqTa apm aaTFT F7

an a5H rd araT aErm (9)


