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IM Economics 
May 2008 Session 

Examiners’ Report 
 
 
Part 1: Statistical Information 
 
Table 1 shows the distribution of grades for the May 2008 session. 
 
Table 1: Distribution of Grades awarded in May 2008 
GRADE A B C D E F Abs Total 
Number 2 10 26 18 9 14 1 80 
% of Total 2.50 12.50 32.50 22.50 11.25 17.50 1.25 100 

 
Part 2: Comments regarding candidates’ performance 
 
It is to be remarked that candidates’ performance varied significantly in terms of the 
level of understanding of economic concepts being tested and in terms of their ability 
to propose feasible solutions to the problems presented to them. 
 
Candidates were generally able to describe and reproduce basic tenets of economic 
theory. In general, candidates were able to differentiate shifts from movements along 
demand/supply curves, showed familiarity with concepts like public debt, the broad 
implications of fluctuations in the external value of currencies to a country’s exports 
and imports as well as the impact of changes in the cost of money. At the same time it 
was noted that other related concepts like the public sector deficit, the external 
payments position of a country, the impact of technological change on the labour 
market, and the contributions of both fiscal and monetary policy towards a more 
effective management of the economic cycle could have received more attention in 
students’ answers. 
 
On a more specific level, it was surprising to note how frequently, the fiscal balance 
concept was mistaken for the external payments’ position imbalance. Equally 
worrying, one notes how a significant number of students wrote about the negative 
impact on unemployment of changes in technology.  In a globalised environment 
where increased trade, labour and capital flows are being registered across economies, 
students will surely benefit from a more balanced perception of the critical role which 
ongoing capital deepening within nation economies has towards sustaining higher 
employment and competitiveness levels in any specific economy.  
 
It is felt that it is appropriate to repeatedly stress the importance that students are able 
to use the tools provided by economic analysis to propose sensible and internally 
consistent discussions of the economic problem at hand. To illustrate, in general 
students showed familiarity with demand and supply curves, distinguishing shifts 
from movements and showing what might happen in case of imbalance between 
supply and demand. More problems were however encountered when the implications 
of an imbalance between demand and supply were disguised by reference to a 
hypothetical scenario of a possible government intervention to control increasing 
costs of pharmaceutical products. Frequently students referred to the fact that demand 
for medicinal products is price inelastic to argue that in this specific case, they would 
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encourage government to establish price controls on such products. More awareness 
about the downside, namely shortages, of this policy choice would have been 
appreciated. 
 
More clear reference to the importance of fiscal policy to the management of the 
economic boom-bust cycle would have been appreciated. Candidates could describe 
the implications of an expansion in government expenditure in a situation where 
government revenue does not keep pace with such an increase. However, students 
would have benefited from more explicit awareness of the contribution which this 
basic tenet of fiscal policy can have upon the challenge of reducing boom-bust swings 
in economic growth along a number of years.  
 
Answers to the open-ended question on the price increases for real estate assets in 
Malta provide further indications on how students’ understanding and appreciation of 
economic analysis can be improved. In this instance, candidates would have benefited 
from shaping their discussion around the application of the theoretical framework of 
demand and supply interaction. Structured references to mismatches between demand 
factors, (driven by demographic growth, gdp expansion, lending facilities and 
expectations of further capital gains in near future) and supply constraints (shaped 
namely by the small size of the island and by specific features of the rental market) 
would have provided the basis for a more helpful analysis of the problem at hand. 
 
 
Chairperson 
Board of Examiners 
July 2008 


