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2020 Nagova University Graduate Schoal of Economics

Master's Program Entrance Examination Questions

Essay Examination
January 27, 2020 10:00~12:00AM
Notes

1. Do not open this booklet or the answer sheet until you are instructed to begin.
2. This question booklet has 7 pages, inciuding this cover page.

3. If you find any issues including missing pages, pages out of order, or any problems
with printing, let the proctor know immediately.

4. How to answer the questions:

(1) There will be three questions from Category A and two questions cach from
Category B, C, and D. Answer two questions in total, with at least one question
from the categories belonging to the department you have chosen for your major in
your application,

Bepartment of Socio-Economic System Department of Industrial

. ) Administration System
Category A: Micro-/Macro- economics/

Econometrics {including Statistics) Category C: Business Administration

Catepory B: Political Economy
/Economic History

Category D: Accounting

(2) Before answering any questions, write your examinee number within the
designated area on each answer sheet.

M

(3) On each answer sheet, in the place written "Subject (224 B )Y, write the question -
category and the number you have chosen to answer.

Example: Category A - Question 1
(4) Please answer questions in Japanese or English,

(3) A new answer sheet is required for each question (Please insert the page number

in the bottom-rigiht corner if you need an additional answer sheet - example: page
1.

{6) You may use the blank at the back of this booklet for any rough drafts.
5. You cannot leave the room until the examination time is over.

6. You must not take your answer sheets home. However, you may take the question
booklet home.
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Suppose that individual i=1,2,..,N has utility function Ui = Ui(XL,G), where X' =0
denotes individual 1's private consumption, and G = 0 denotes the level of public good
which is non-excludable and non-rivalrous in this economy’s consumption and
production. The private good is produced by the use of labor input Ly = 0 and public
good G, and its production function is written as X = LyG, where X is the sum of private
consumption. Next, the public good is produced by the use of labor input Lg = 0 only,
and-its production function is written as G = Lg. Here, the labor input must satisfy the
constraint, Ly +Lg < 1.

(1) Draw the production possibility frontier in a diagram with the horizontal axis
corresponding to G and the vertical axis to X.

(2) Obtain the efficient amount of provision of the public good, G*, when for all
individuals i=1,2,..,N, the utility function takes the form, Ui(){i,G) = (XN*G%, where o
is a constant that satisfies 0 <o < 1.

(3) Set the number of individuals equal to two (i.e., N =2), and suppose that individual
1’s utifity function is UHXL,G) = (Xl)EGl’B, and individual 2’5 utility function is
UZ(X2,G) = (X¥)YG'Y, where f and ¥ are constants that satisfy 0 <f <1 and 0<y <1,
respectively, and § >y is also satisfied. By letting G** denote the efficient amount of
provision of the public good under this assumption, obtain individual 1°s amount of
consumption of the private good (X*)** and individual 2's amount of consumption of the
private good (X2)**. Furthermore, derive the necessary and sufficient condition for

xH" > (XZ)".
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(4) This model makes, as in many other models, several simplifying assumptions. Among
them, choese what you think the most important one, and briefly describe a direction
toward generaiization.
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Answer questions 1 and 2 below.

1. Consider a perfectly competitlive economy, in which pgross domestic product (GDP) is
determined by Y = F(K,L) = AK¥['™%, where ¥ is GDP, A is a positive parameter for
total factor productivity (TFP), K is the stock of capital, L is the input of labor, and «
is a parameter satisfying 0 < a < 1. Assume that the labor supply function satisfies L =
wf, where w is the real wage rate and § is a positive parameter, and that the supply of
capital is given by K = 1. Answer the following questions,

a) Verify whether production function F{K,L) satisfies constant returns to scale or not.

b) Calculate the wage elasticity of labor supply.

)
d)

e}
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Derive the labor demand function.

Write down the labor market equilibrium condition, and solve it for the equilibrium
real wage rate and the equilibrium labor input.

Draw the labor demand curve and the labor supply curve. Put the real wage rate on the
vertical axis. Given this diagram as the initial state, explain the impact of an increase
in TFP on the labor market. Clarify the importance of the wage elasticity of labor
supply.

2. Answer the following questions on money and the price level.

a)

b)

¢)
d)

e)

Consider o borrower and o iender who signed o loan contract at the nominal interest
rate of 3%. Supposc there is an unexpected inflation of 2%. Explain how this influences
the borrower and the lender.

The Fisher effect states that an increase in the expected inflation rate of 1% increases
the nominal interest rate by 1%. Given the result in a) above, explain the mechanism
of this effect.

Explain the impact of an increase in the nominal interest rate on the real money demand
by clarifying its mechanism.

Suppose that the central bank inereases the nominal money supply. Study its impact on
the nominal interest ratle by using the real money demand and supply curves. Put the
nominal interest rate on the vertieal axis.

Supposc that the central bank makes a promise that its future monctary policy will be
expansionary. Study its impact on the current price level by using the equitibrium
condition for the real money balance, %z L(i, V), where M is the nominal quantity of

money, P is the current price level, i is the nominal interest rate, ¥ is the real
income, and L(L,Y) is the real money demand function.
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Consider f and f# to be two estimators of an unknown parameter . The probabiiity
function of f is f(x) and that of £ is g(x). They are, respectively, given as:

f(x)=-1%, x=p4k,  k=-2,-1,0,12

and
3 ix -
g(x)mr:{———-igmﬁml}, x=84+k k=-2,-10,12

(1) Determine a so that f(x) can be probability function.

(2) Determine ¢ so that g(x) can be probability function.

(3) Fird the expected value of £,

{4) Find the variance of £.

(5) Find the expected value of §.

{6) Find the variance of §.

{7) Answer which of f§ and § is the better estimator of 8. Justify your choice on the
basis of statistical properties of estimator.
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Discuss the effect of a change in the degree of centralization of wage bargaining on
macroecononic performance.
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Discuss European integration, focusing on historical processes.
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Explain the population ecology model with the following keywords.
miEhEESLshnohzRAL W,

<Keywords>
variation, selection, retention, organizational inertia, niche,

organizational field, population density Answer the following two questions:
(1) Bricfly explain the following terms:

(a) Conglomerate merger
(b) Conglomerate discount

(2} Explain why risk diversification bencfits might not justify for a conglomerate
merger intended to increase shareholder wealih.
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Explain the tax effect accounting for the revaluation of “Qther Securities” based on

Japanese GAAP.
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Explain the following terms on cost accounting / management accounting.
{1} Volume Variance
{2) Cost-Volume-Profit Analysis
{3) Balanced Scorccard
(4) Activity-Based Manapement
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