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1.     (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 explain.                                                                                                                           (9)

(b)   How is the Bertrand trap avoided in the capacity constraint model? Why is
the price set at P(K] + K2) in equilibrium, where K] and K2 are the capacities
of two firms?                                                                                                               (9)

2.     (a)   Consider a homogeneous product industry with inverse demandp = 140 -2Q,
where Q = q] + q2. Assume firm 1 which produces q] 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)
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(b)   Explain the concept of `Efficient component pricing rule' that is used to
determine access charges for common essential facility? How does it help in
maintaining competition and improving efficiency?                                          (9)

3.     (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 optimum.                                                                                                               (9)

(b)   Discuss three factors that may facilitate the formation and maintenance of
collusive agreements.                                                                                                     (9)

4.     What are the economic effects of horizontal mergers? Assume three Cournot
firms facing a linear market demand

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

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 firm with its cost function

given as
C  =  F'  +  c'  q,     such  that    c'  <  c

(a)    Use the analytical approach to determine the impact of a horizontal merger
of two firms on the profits of merging firms.

a)   How is the competing (non-merged) firm affected by this merger? Further,
analyze its impact on consumer surplus.                                                            (18)

5.     Consider a structure consisting of Manufacturer (M) and a Retailer (R). There is
a demand for the final 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 R has no costs in addition to the wholesale price, w,
that it pays to its supplier. Firm M has a constant marginal cost 10.

(a)   Find the equilibrium quantity, price and profit for both Manufacturer and
Retail er.                                                                                                                                  ( 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)

6.     Writeanoteon:

(a)   Resale Price Maintenance as a measure of vertical restraint (9)
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(b)   Regulatory mechanism for natural monopolies. (9)

7.     (a)   Leading  firms  have  a  greater  incentive  to  innovate  when  the  threat  of
competition by a laggard is high (preemption 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? Cost reducing innovation?                                       (9)

1.     (-tF)  3ThaEfiil-aq¥*diqTenqRIi fifaedaHTFqFHfinfiq#
* th tFTen a Era i5F ed a? edi} ft rfurii                (9)

(iF)  aFTaT ffl€]T ifa ¥ q¥ * a ian aaT iHrm ¥? giv ¥ qu p(K] + K2) T]{ ed
fa ffiFT ira €, ri KL  Gin K2 it Tfiif di erFaTTo ¥?                                     (9)

2.     (iF) q5F rfu  p= 140-2Q i} enq {EF enRI 3tFiE ch TR fiat ap, ri
Q = q[ + q2 €i qFT rm f± Trf 1 ial q] ffiT 3HTFT ed a qa fa a 3ft{ ut
2 ffi3II i} 5q-S q2 tFT 3HTFT E5di €i ife ffi q5ffi th RE rna  ( c ) enT
€ Sir Eat iffi aFia ffi €, ch ifflfEa iaT ife ife 3iqTFT tF{aT a Sire ffi8]t
fl ga]T S rfu FT tFFTan € rfe qa iEiffi tFT TTaT ii5a ¥i                 (9 )

(iF)  `i5aTa q€EFT qu ia€fu iin' iPr alEen{uTT fl iFTRET qrm iin wh THrmF
6TT€givi±ftqFgrifuiRaedifritriiniHTaT€?t]aHffrofiT5]Tp
ed 3ir i=ilEIT ¥ B€IR ed a ca TEE iF{en a?                                              (9 )

3.     (tFT)  RE qRqFT rna  t i± Hiq th ii gaTtFR iT5{ ffi a. giv EPr iTUT]T
qrm 8it iTfiEa fat qTffl{ HfflRI iTSEan Er dsT a qgd 3Tfha TFS stqT ffitan
a,                                                                                                                                      (9)

(.RT)  th ffldi q{ ed qrm ch ianT" HFERE i} iTz5T 3ife tHRITEr E} SIT rmFr
5{ed ¥,                                                                                  (9)

4.     ire iaffl i± ife HeiTF fflT ¥? ilFTjtffu iaT thqth T5fi tiha aTffl{ wh qT qfflT
EF{ ca ¥
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P-a-Q
iha a qEa ed qiH rfu ffl]TET tFdT a :
C = F + c q. ri F iffi aTiia ¥ air c idr RE imTa €i
iaffl t* HRuiiHtq`v iaRT ch Tts TFfi @ aTiia EenaT€ an ¥, iin aTT]a TFiFT =u HEFT

iin Tin a
c=FJ+cJq,     cafaT     cJ<c

(ffi) ffa ed rfu qlffi i± TTTS q{ a Tfiffi a ire fiffl E} rma a ifefiRH ed a
itr EQaqu,itlch giv tfiT wh Ermi

(iF) Ea iaffl a Hfinfi  (ck-fiffl) Trf tsa Hrfu an €f iHa 3RIqT, Spin
rfu TIT EHi± Hem iFT fiwh rmi                                                   (i8 )

5.     irfu  (M)  3it[ i5EIT fain  (R) a iatTER rd wh T]{ iaffl{ ap[  rfu T5EqTE  (R
g[{T erTE5) tfi wh ¥, ich E D®) = 50 -q i=i{r it TT§ ¥i iTFT an ia 6msEga th ¥Efi-

ed iFT SHIFT ed i± itr, qE{r fain a ith a E]gE qfr qEF Eat ch 3maTqEFaT
an €i TFFT jtPe iaT R Er trm ha TF,  w a 3IaTEiT jag and rd €, ch aa 3Tq}
fflTgr ch in €i TFfi M EPr iir RE aTTra io €i

(tF) ith air ngE{T lain an i} itr giv qTaT, RI 6it aFT tit tlen ail    (9 )

(iF)  3]a TIT rm, an T5fi 5T iaRT a iHTaT a, ch iaffl tft Tte Tri 5T aiq HT ill
tFqTaesgiv€Rfaffli}iTEiTaRE¥7piFTanffaeda"rfurfu3itrfu
5EHsl                                                                                                                 (9 )

6. RtirtlRqtl t]{ viF ir frm :

(E)  i3#rfeR wh a T3tma i± 5q. S giv qu t5{5TEri                                      (9 )
(.RT)  Hngrfha Tq5rferm i± ft fiEmffi ini                                                                    (9 )

7.      (E)  8Twh  FTffi  i}  Trm  ai]ffll  ed i±  itr  ife  fitEErT5T in  a  iHa fi5}  Ei{r
Hffrori 5T iFa{r  ctRTqT in €  (i5-HfatQTm 3rm) I  STET,  at TEffi i± T]TH

FElfflR ed i} ice tFF firEtlTFT in a (Hfat-ilam) i 3qha ffiqT ffiT fade
iml                                                                               (9 )

(F)  iTFT rm fit ian iaT lip 3iqTE EPr qTfflt ri= Q = a - p Ei{T ft Tte ¥, Sit RE
aTTTH a R idr ¥i if-±qFT  CZO = 1 0, cO = 5; Sir ¢£ = 20, cL = 2 ffi
iqHqfa i± qTE tFr qFT ¥1 IETfflT{ tit HFTTPe qu i]Ta Ermi fflT Tqa GHia grR
i]EmaTI €?  iTTTTd ffl ed qrm lETfflR?                                                                        (9 )

(100)


