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Question I.

(1) The lifetime budget constraint equation for a saver is C; +% =Y.

Denoting the marginal utility in period i as MU;, the marginal rate of

(a-1)
substitution %2 ig given by 2% Y% Since M U =a (&) and
dcy dcy MU, Gz
— _ & a . & — aCZ . .
MU, =(1—-a) (Cz) , we obtain i = e Since the marginal

replacement rate and the slope of the budget constraint equation

(=(1+71)) are equal at the optimal point, we have — (1aZ§C =—(1+7r).
- 1

Combining this with the lifetime budget constraint equation yields C; =
aY. The budget constraint equation for the first periodis C¢; + S =Y and
that for the second period is C, = (1 + r)S. Therefore, we obtain S = (1 —
a)Y, C;,=(1+r)(1-a)Y.

(2) The consumption of the entire economy in the first period is mC; +
(N—-m)Y . Since C; =aY from (1), we obtain (N —m(1-— a))Y . The
consumption of the entire economy in the second period is mC,. Since C,
=(1+7r)(1—a)Y from (1), we obtain m(1+7r)(1—a)Y . Since the
aggregate savings is mS, we obtain m(1 —a)Y since we know that S =

(1—-a)Y from (1).

(3) The economy-wide income is NY. By substituting the consumption of

the entire economy in the first period obtained in (2) into the average

mcCi+(N—-m)Y

propensity to consume v

, we obtain 1 —%(1 —a).

(4) Since 1 —a >0, if N is fixed and m increases by one unit, the average
propensity to consume (1 —%(1 — a)) will decrease by 1;]—61 >0. An

increase in m increases the aggregate savings and decreases the

aggregate consumption in the first period. On the other hand, since the



aggregate income is unchanged, the average propensity to consume

decreases.

Question II.
1.

(1) Qp =4, Qop =2

2 2

P
8

2.
(1) The equilibrium price is the price at which the quantity demanded equals the quantity
supplied.

(2) The intermediate value theorem states the following:
Let f:R — R be a continuous function. If either f(a) < 0 < f(b) or f(b) <0<
f(a) holds for a < b, there exists a value c € [a, b] such that f(c) = 0.

Since S(P) and D(P) are continuous in P, the excess demand function

ED(P) = D(P) — S(P) is also continuous in P. Therefore, we can apply the theorem



to show that there exists a value P* € [Py, P;] such that ED(P*) = 0, indicating that

P* is an equilibrium price by definition.
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Question I.

The purpose of this question is to test whether a candidate has acquired a
basic knowledge of the economic history of Japan. For example, the following
points should be mentioned. First, about the industries that drove the
Industrial Revolution. Among the light industry sectors, the textile industry,
especially cotton spinning, was the driving force behind Japan's Industrial
Revolution. The heavy industrial sector was not in a position to lead the
Industrial Revolution, as it took trial and error to transfer technology from
the developed countries. Second, in the textile industry, including the
spinning industry, young women made up the core of the labor force
composition. These young women came from poor urban and rural
households and supported Japan's Industrial Revolution as low-wage labor.
Third, in terms of capital and management, the fund providers, business
managers, and engineers were almost exclusively male. The second and
third points were related to the gender inequality problems of traditional
family norms and modern property rights guarantees. The answers to this
question can be summarized in the above points, but the correct answers are

not limited to these points.

Question II.

The purpose of this question is to test whether a candidate has acquired a
basic knowledge of the world economic history in the first half of the 20th
century. For example, the following points should be mentioned. First, the
international rise of the United States and the decline of the United
Kingdom. The U.S. had surpassed the economic power of the U.K. on the eve
of World War I. In addition, the U.S. did not enter the war until 1917, which
transformed it into a creditor nation that provided materials and funds to

the European countries. Second, the Union of Soviet Socialist Republics



(USSR) was established. Russia's entry into World War I led to severe food
shortages, and in 1917, the Russian Revolution broke out. The existence of
the newly established communist regime had a major impact on the
formation of the Cold War structure and the construction of welfare states
in Western countries after World War II. Third, industrialization progressed
in East Asia, especially in Japan and China. The breakdown of trade
between Europe and the rest of the world during World War I led to the
expansion of exports of industrial products in Japan and the development of
import-substitution industrialization in China. The answers to this question
can be summarized in the above points, but the correct answers are not

limited to these points.

QuestionIll.

The purpose of this question is to test whether a candidate has acquired a
basic knowledge of the economic history of Japan. For example, the following
points should be mentioned. First, about the international condition that
defined the macroeconomic policies of the time. Japan's entry into the
Bretton Woods and IMF/GATT regimes necessitated the adoption of
macroeconomic policies based on balance of payments equilibrium. Second,
about the “ceiling” on the balance of payments, a constraint on
macroeconomic policy management. From the perspective of the national
economy, the goal was to maximize the economic growth rate. However, until
the early 1960s, the international competitiveness of Japanese industry was
isufficient and the balance of trade remained in excess of inflows, so it was
necessary to control the decline in foreign exchange reserves resulting from
the trade deficit. Third, the means and consequences of macroeconomic
policy. As foreign exchange reserves declined in tandem with the trade deficit,
the Bank of Japan adopted a tight monetary policy by raising the official

discount rate, while the dJapanese government sought to restrain



government demand by deferring fiscal spending. The recessions seen during
the period of rapid economic growth were all triggered by such
macroeconomic policies. The answers to this question can be summarized in

the above points, but the correct answers are not limited to these points.

QuestionlV.

The purpose of this question is to test whether a candidate has acquired a
somewhat applied knowledge of the economic history of agriculture in the
second half of the 20th century. For example, the following points should be
mentioned. First, famine, which had often occurred in developing countries,
especially in Asia, until the mid-1960s, was avoided through the Green
Revolution. Second, the substantial increase in food production and the fall
in food prices have facilitated access to food by urban workers and
encouraged population movement from rural to urban areas and the
development of industrialization. Third, the newly developed varieties could
not be effective without chemical fertilizers, pesticides, and water facilities,
and only the wealthy farmers who could afford them enjoyed the benefits of
the Green Revolution, widening the gap between the rich and the poor in
rural areas. The answers to this question can be summarized in the above

points, but the correct answers are not limited to these points.
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Question I.

The questions aim to assess whether applicants have the basic knowledge in
organization studies. Bureaucracy is conceptualized as a type of rational and
efficient structure of organizations. There are, however, dysfunctional

consequences of bureaucracy. Applicants are expected to describe one of the



dysfunctions of bureaucracy, goal displacement, and to explain social
mechanisms to generate a phenomenon where organizatinoal goals are
displaced by subunit or personal goals by referring to impersonal and formal
rules producing a high degree of reliability, over-conformity to rules, the
interpretation of rules as defining minimum levels of acceptable behavior,
and the importance of subunit goals in organizational differentiation. The
way applicants answer these questions reveals both their understanding of
the key concepts in organiation studies and their qualifications of logical and

reasonable thinking skill.

Question II.

This question aims to assess the understanding of theoretical developments
in vertical channel management. The first question assesses the knowledge
of a typical value chain model. The second question assesses understanding
the transaction cost approach, a typical approach to the value chain selection
problem. Question 3 assesses the knowledge of the development of theories
on managing a value chain by asking about the limitations of the transaction
cost approach in Question 2 and constructs to compensate for these
limitations. The answers to these questions assess not only the basic
knowledge of management strategy theory but also the proficiency in

systematic knowledge.
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