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Statistics 
 
Table 1: Candidates’ grades in SEC Economics May 2010 
 

Grades 1 2 3 4 5 6 7 U Absent TOTAL 
No. of 

candidates:- 
     - -    

Option A 5 13 27 50 30 - - 23 3 151 
Option B - - - 8 14 12 13 15 6 68 

 
 
General Comments 
 
A number of candidates did not properly read the instructions printed on the first page of each Paper. Many 
ignored the practice of starting a fresh new page for each question. Others failed to jot down question numbers 
and their respective sub-sections, simply providing a pile-up of sentences. 
 
Handwriting was a major issue this year. Many candidates wrote in a very careless and scribbled manner 
making considerable chunks of information practically illegible. A worrying number of candidates also lack 
skills in plotting basic graphs and simply neglected to label them. 
 
The main concern is that very few candidates proved to be knowledgeable enough to apply basic economic 
concepts and give appropriate practical examples. Students must properly know and understand the basic 
definitions of the economic terms used in every topic. This is the foundation on which further understanding 
must be based. 
 
Economics is as interesting as we make it. The basic concepts and economic terms are the stepping stones 
towards a subject that is very much alive. Especially with young students who are increasingly knowledgeable 
of computers and the internet, using tools available on the internet and reading economics-related news stories 
online can make economic topics more interesting. This gives them a sound basis on which to set examples that 
are very necessary in this subject. 
 
 
 
Paper I 
 
Question 1 
 

a. Many candidates identified the fixed factor as the bags of fertilisers (because they are always increasing 
by one bag at a time!) and the variable factor as the tomatoes themselves. This is very disturbing because 
it actually shows the poor command of basic economic concepts demonstrated throughout the paper. 

b. Though most candidates correctly said that the table is referring to the long-run analysis, several could 
not explain why. 

c. Some good definitions of marginal product were presented but in the majority of cases incomplete and 
inaccurate definitions were given. 

d. No labelling, mix-up of axis, bad choice of scaling, wrong calculations, inaccurate plotting and scruffy 
representations were all very common incidents. 
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e. The law of diminishing marginal product was adequately explained in many instances, yet a good 
number of definitions were too vague and inconclusive or else went completely out of point.  

 
 
Question 2 
 

a. Most candidates tackled this part of the question in a satisfactory manner. Unfortunately, others just 
gave out a number of advantages and disadvantages for the two types of business. This was meant to be 
tackled in part (b) of this question. 

b. Advantages and disadvantages of sole traders and partnerships were adequately tackled by the majority 
of candidates attempting this question. However some had already tackled this in (a) and did not know 
what to write here or simply repeated. 

c. Some good references to customer loyalty, flexibility, after sales service, niche marketing and 
specialisation were made here. Unfortunately a lot of emphasis was made on outdated government 
subsidies and protectionism rather than on present common practice of government/EU sponsored 
training, soft loans, etc.  

d. Surprisingly, only a chosen few correctly identified ‘Malta Enterprise’ as the main institution helping 
small firms. Given the fact that ‘Malta Enterprise’ is even directly mentioned in the syllabus, this is a 
worrying aspect. Wrong answers stretched from very conveniently mentioning the government as a 
whole to involving MFSA, incubation centre, GRTU, GWU and surprisingly even NAFTA. 

 
 

Question 3 
 

a. A full definition of demand with reference to both the willingness and ability to obtain a good or service 
was a rarity. This was very surprising given that this is a very basic economic concept. 

b. Again, a proper definition of price elasticity of demand and the PED formula proved rare.  
c. Many argued that PED for bottled water is elastic. Others stated that PED for such a basic necessity 

must be inelastic but did not develop clear arguments as to why.  
d. A good number of candidates correctly calculated the answer to this question. Given that this is a very 

basic and somewhat popular exam question it is disturbing that others are unable to correctly use the 
formula or incorrectly calculate basic mathematical figures. 

e. Same as (e) above. 
f. Several candidates had wrong expectations or were unable to correctly link their expectations to their 

subsequent results. 
 
 
Question 4 
 
This topic is very central to the study of macroeconomics. However, the majority of candidates were unable to 
distinguish between the various calculations of national income, let alone their respective formulas.  
 
 
Question 5 
 
This question involved simply knowing in which section of the balance of payments each transaction should be 
posted. This requires candidates to understand what each component actually refers to. Once again, many are 
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completely estranged from the important economic topic of balance of payments and its various components. 
Most simply remember a balance of payments format without understanding how it functions.  
 
 
Question 6 
 

a. Many candidates were able to explain the three types of taxes in question. 
b. Though some arguments were confusing, many managed to pull it through in their explanation. 
c. Same as (b). 
d. Same as (b). 
e. This part of the question attempted to identify which candidates are able to tackle argumentative 

questions. Unfortunately many who attempted this part of the question failed to answer satisfactorily.  
 

 
Paper IIA 
 
Question 1 
 

a. The 3 ‘economic sectors’ were not always explained very well. Many had a very confusing idea that 
these are 3 different industries (or different levels within the same industry) such that the tertiary sector 
was often erroneously explained as simply the place where the finished product is finally sold i.e. the 
shops and hence the retail industry. Candidates must understand that the tertiary sector includes much 
more than this. The majority of candidates just gave general examples of business activity found in each 
sector and did not really address the importance of each sector (especially the tertiary sector) for the 
local economy.    

b. Examples given to distinguish between the private and public sectors of the economy were at times 
confusing; rather than referring to simple local examples (as required) some candidates preferred to use 
multinationals and public utilities as examples. The private sector was often described as that sector 
incorporating limited liability companies in direct contrast to the public sector which - according to 
some - includes all the public limited companies that have issued shares on the stock exchange market.  

c. Many just gave a blunt statement answer of ‘Yes’ or ‘No’. Only a very small number of candidates 
offered the more realistic evaluation of ‘it depends’ and argued the relative advantages of both.  

 
 
Question 2 
 

a. More than 80 candidates attempted this question but only ¼ of them identified and fully explained the 
main assumptions of Perfect Competition. Some did not stress the fact that the market must be made up 
of many small buyers and sellers (i.e. price takers). Others did not explain the actual meaning of a 
homogeneous product - they mistakenly argued that in perfectly competitive markets, similar products 
are sold or a lot of branding and advertisement takes place. 

b. Few candidates identified a total of five ways how monopolies retain market power. Ownership or 
control of essential resources, economies of scale, technological/R&D investment and the possibility of 
having a natural monopoly were not cited very often. Explanation of legal barriers to entry was often 
accompanied by the misconception that this is a form of government subsidy and/or protectionism rather 
than patents and licensing.  

 
 



 4 

Question 3 
 

a. The important role of ETC offering training courses, skills development programmes and career and 
vocational guidance and counselling services was often neglected. The provision of national labour 
market administrative statistics to NSO was never mentioned.  

b. Many actually sketched the curve and offered a decent explanation of what goes on as real wage rates 
keep on rising. Just as many however, confused (or completely left out) the labelling of the axis and 
practically no one used any technical jargon such as income and substitution effect to explain the 
concept. No one mentioned that this concept is built on a number of assumptions - workers choose their 
hours, workers are homogeneous, there are no contractual obligations – hence it might not be very 
realistic after all! These considerations were to be expected when 10 marks are involved. 

c. Most candidates used the same argument - some workers are more skilled than others and therefore they 
“ought to be paid more”. Again, 10 marks were at stake and thus candidates are expected to also use 
other arguments such as risk and seasonality, market imperfections, trade union representation, black 
economy and others. These were hardly ever touched upon. The majority of answers were 
layman/generic guesswork without any economic reasoning.  

 
 
Question 4 
 

a. Food was chosen as the topic for discussion in this particular question in order to induce candidates to 
apply the general determinants of demand and supply to such an important necessity. No one however, 
argued that determinants of demand for food depend on whether we are considering the market for food 
in general or for any particular type of food. Hunger and survival are the basic determinants of demand 
for food in general. Seasonality is more of a determinant for particular types of food that we are able or 
willing to eat more in summer or winter. Emphasis on the fact that food in general is a necessity but 
particular types of food can in fact be considered luxuries was also neglected – hence the fact that in the 
latter case, tastes, lifestyles and marketing play much more of an important role! This particular line of 
thought was very important to earn the maximum number of marks assigned to this question. 

b. The same comment above applies for the determinants of supply of food in a market. Particular types of 
food totally depend on weather conditions, crop failure and/or livestock diseases and government 
policies.  On the other hand the supply of food in general depends on population size, technological 
advancements, etc. Many candidates lost a significant part of the marks assigned to this question 
because they failed to appreciate that the determinant factors were not only required to be 
listed/identified but also to be discussed in an orderly manner. 

c. The majority of candidates only offered a general explanation of price floors and price ceilings. The 
question specifically required that reasoning and sketched diagrams be applied to the market for food, 
thus losing a significant portion of the allotted marks. Others did not sketch any diagram/s and a 
considerable number of candidates simply confused price floors with price ceilings or worse still - they 
did not know what price controls really entail and went completely out of point 

 
 
Question 5 
 
Unfortunately candidates showed a very weak command of the theory of money. Only two candidates knew the 
technical jargon behind precautionary, transactional and speculative demand for money. Supply of money is 
usually determined by the Central Bank and the targeted supply of money is not directly related to the interest 
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rate hence, in a simple model, it should be drawn as a perfectly inelastic supply curve. No one offered a decent 
explanation of how the money market equilibrium is reached. 
 
 
Question 6 
 

a. At SEC level, knowing definitions well is a must! However, once again, an assortment of offhand 
definitions and just a few technical/textbook definitions were offered here.  Students are advised to 
study basic definitions properly. 

b. All in all, candidates did target a good number of negative effects of inflation but they were not always 
competent enough to offer a convincing discussion to prove that they actually understand the dynamics 
behind the income distribution effects of inflation or the impact on business confidence for instance. 

c. Same observation as above goes for the discussion of the negative effects of unemployment. Candidates 
are able to list from memory but not as much to add details on such aspects as fiscal and social costs of 
unemployment and its long term effect on national output.  

 
 
Question 7 
 

a. Rather than illustrating a simple PPC diagram and explaining the possibility of an outward shift of the 
PPC, many candidates drew and discussed business cycles, arguing that economic growth occurs each 
time an economy is recovering from a recession.  

b. Many candidates fared quite well in identifying an increase in the overall combination of and a more 
efficient use of factors of production as important determinants of economic growth. Only a few 
mentioned other valid entries such as the level of world economic activity, terms of trade, membership 
of economic unions and good government planning 

c. Some good entries were registered here. Many did identify the three possible negative aspects required 
but explanations were not always very clear. Unfortunately too much repetitive studying seems to be 
going on at the expense of developing adequate analytical skills.  

 
 
Question 8 
 

a. Most of the answers given under this section were simply not enough to offer a real discussion on the 
effects of ageing population. An adequately sized paragraph for each of the possible ways that 
businesses and government finances could be influenced was required here. Each paragraph carried a 
weighting of three marks for an overall total of twelve marks but many candidates lost valuable marks 
because they only limited themselves to identifying the possible influences without actually discussing 
them.  

b. Some good arguments presented but, once again, many answers were based on idle talk and simply 
lacked technical detail.  
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Paper IIB 
  
Question 1 
 

a. Examples were most of the times wrong or not very effective. Stages of production were confused by 
many.  

b. Same as above. 
c. Same as above. 
d. The public sector was not always explained correctly and confusing arguments of Public limited 

companies (PLCs) versus private limited companies (LTDs) were put forward quite often. Examples 
given were also not very appropriate.  

e. See point above. Some candidates went as far as identifying Water Services Corporation and EneMalta 
as examples of the private sector of the economy.  

 
 
Question 2 
 

a. A list of wrong and/or inaccurate answers was recorded here. This defining characteristic of perfect 
competition must be carefully understood as it the basis on which the model is set. 

b. For some, ‘Homogeneous’ means a product were there is lot of branding and advertising going on. It 
seems students simply study points without understanding them. This can lead to serious theoretical 
mistakes, and this is a particularly clear example of this situation. 

c. Very few touched upon all the salient points of having an idealistic situation of perfect competition. 
Some kept on erroneously arguing that one would have a lot more choice of different products to choose 
from. 

d. Examples once again were not very appropriate. A number of candidates mentioned some of the 
largest/leading companies in Malta as well as the Maltese banking system as perfect examples of 
monopolies.  

e. Many candidates limited themselves to offer a ‘not so very technical’ definition of three barriers to trade 
and they did not directly address how each of these barriers actually keeps off competitors.  

 
 
Question 3 
 

a. Many answered wrongly that it is the owners of business who supply labour by issuing vacancies and 
employing workers.  

b. The backward bending supply curve of labour was not always adequately explained. Several seem to 
simply remember the particular shape of the curve without understanding what it implies. 

c. Wrong answers even here – demand for labour, for many candidates, are the unemployed who demand a 
job! Students must understand the difference between ‘labour’ and ‘job’. Whereas a worker may 
demand a job, he is actually supplying labour, and labour is what we study in this particular branch of 
economics. Consequently, employers demand this labour. 

d. Various wrong interpretations. 
e. Some candidates wrongly shifted the demand curve outwards. 
f. ETC was a one-off answer rather than the most obvious one. 
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Question 4 
 

a. There were some good entries but many candidates were not always able to explain how each 
determinant could increase or decrease demand.  

b. Same as above.  
c. A lot of confusing arguments were present. Shortages and surpluses were not always adequately 

explained and graphically represented.  
d. Price floors were not always adequately explained and sometimes confused with ‘price ceilings’. 

Arguments were most of the time kept too general and not applied to the market for food.  
e. Same point as (d) above.  

 
 
Question 5  
 

a. Many attempts at this introductory part of the question went completely out of point.  
b. The majority of the answers were correct even though many still seem to confuse between functions and 

characteristics of money.  
c. See comment for (b) above. 
d. This part of the question was very problematic. Many just tried to guess an answer without any real 

attempt at arguing things out. 
 
 
Question 6 
 

a. This question itself was very simple, an attempt to get candidates writing about this basic economic 
concept. Yet, many explanations were confusing. 

b. Same as (a) above. 
c. Some good considerations were made here and a good number of candidates offered satisfactory 

answers. 
d. Same as (c) above. 

 
 
Question 7 
 

a. Very few textbook definitions were offered. Once again, the importance of basic definitions must be 
stressed. 

b. The majority of candidates tackled this part of the question in a satisfactory manner.  
c. Even this part of the question was tackled in an appropriate manner by many of the candidates who 

attempted this question.  
 
 
Question 8  
 

a. Explanations given were not very detailed and well thought. Basically the majority of entries were 
general comments/personal impressions without any sound economic foundation.   

b. Same situation as in (a) here. Most entries were simply rhetoric.   


