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A. Statistical Information 

In this session’s edition of the examination, 119 candidates applied for the examination, and 17 applicants 

were absent.  

GRADE A B C D E F ABS TOTAL 

NUMBER 9 18 33 27 7 8 17 119 

% OF TOTAL 7.6 15.1 27.7 22.7 5.9 6.7 14.3 100 

Table 1: Distribution of grades for AM Economics 2019 First Session  

B. Paper I 
 

Question number Number of replies Average mark 

1 89 17 

2 43 11 

3 12 18 

4 43 17 

5 8 16 

6 9 13 

7 67 16 

8 24 18 

9 27 14 

10 55 18 

11 22 13 

12 8 17 

Table 2: Average marks for each question in Paper I 

Section A 

Question 1  

The question was answered by 89 candidates and the average mark was 17 (70%). The answers presented 

to part (a) were generally good and were based on appropriate diagrams of the production possibility curve. 

The answers to part (b) were also generally good; with the majority of candidates correctly identifying both 

demand- and supply-side factors that give rise to changes in the equilibrium quantity and price. The answers 

provided to part (c) were mixed – most candidates correctly identified examples of cases where 

minimum/maximum prices are established, but a number of candidates did not correctly identify the 

practical consequences of these policies.  
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Question 2  

The question was answered by 43 candidates and the average mark was 11 (i.e. 45%). The majority of 

answers provided to part (a), on the meaning of ‘consumer surplus’, were correct. The answers provided to 

parts (b) and (c) – on the distinction between the three types of elasticity of demand and the determinants 

of elasticity of labour – were of poorer quality. Most candidates fell short of correctly identifying the four 

determinants of the elasticity of labour with respect to wages.  

Question 3  

The question was answered by 12 candidates and the average mark was 18 (i.e. 71%). Most candidates 

showed a good understanding of the marginal-utility-to-price ratio equalization principle. A good number 

also provided a very straightforward answer to part (b) – what happens to the average fixed cost when 

output increase. For the average answer, most marks were lost in part (c); where candidates had to 

distinguish between diseconomies of scale and diminishing marginal productivity. This is not the first session 

for which poor quality answers were provided on these specific concepts.  

Question 4 

The question was answered by 43 candidates and the average mark was 17 (66%). In general, candidates 

correctly identified, and discussed, the characteristics underlying the perfect competition and the monopoly 

models (part (a)). The answers provided to part (b) were of mixed quality. In particular, a number of 

candidates did not provide appropriate and/or properly explained diagrams to distinguish between the 

existence of supernormal profits under perfect competition and monopoly. The answers provided to part (c) 

were also mixed, suggesting a difficulty in understanding how the theoretical model of perfect competition 

may be useful in understanding how other markets work.  

Question 5  

The question was answered by 8 candidates and the average mark was 16 (64%). The answers provided to 

parts (a) and (b) were generally satisfactory. However, some candidates mistook ‘monopolistic’ for 

‘monopoly’. In part (c), the majority of candidates did not demonstrate a good understanding of price 

leadership in oligopolies.  

Question 6  

The question was answered by 9 candidates and the average mark was 13 (or circa 50%). The answers 

provided to part (a), on the difference between ‘normal’ and ‘supernormal’ profits, were satisfactory.  

Answers to part (c) were mixed – a number of candidates failed to identify the market described in the 

question as monopolistic. However, answers to part (b), in which candidates were asked on the practical 

relevance of the wage determination theory were poor; suggesting (as in other answers to other questions 

in the exam paper) difficulty in drawing practical insights from theoretical models.  
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Section B 

Question 7 

The question was answered by 67 candidates and the average mark obtained for the question was of 16.  

The overall answers given for question part ‘a’ were of mixed quality with some candidates showing a good 

understanding of the differences between GDP and GNP while others showing that the distinction between 

the two concepts was not clear.  The diagrams provided for part ‘b’ to represent the circular flow of income 

were mostly correct but in a number of cases the descriptions given were inaccurate. Overall the answers 

given for part ‘c’ did mention the fact that technology is important to enhance the ability for further 

economic growth in the long term. In most of the answers not enough detail was provided.  

Question 8 

The question was answered by only 24 candidates and the average mark obtained for the question was of 

18. Generally, the answers given to part ‘a’ where detailed and correct. The answers given to question part 

‘b’ were generally lacking in detail, whilst the definition provided was generally correct the question required 

an explanation of the economic implications of the accelerator principle. Most of the replies given to part ‘c’ 

included a discussion of a determinant of investment. Some candidates also correctly included a diagram to 

show how an increase in investment affects national income. A good definition of the income multiplier was 

also included in some of the answers.  

Question 9 

The question was answered by 27 candidates and the average mark obtained for the question was of 14. 

The answers provided for part ‘a’ where generally correct with most candidates mentioning the 

transactionary, precautionary and speculative motives for money. The replies given for part ‘b’ where in 

some cases inaccurate and not complete. Some of the replies showed that the process of money creation 

was not clear to the candidates. A number of replies given to question part ‘c’ included errors in the diagram 

provided and in some cases the incorrect form of open market operation was provided.  

Question 10 

The question was answered by 55 candidates and the average mark obtained for the question was of 18. 

The replies for question part ‘a’ where mostly correct with most candidates mentioning the idea of the 

‘basket of goods’ and the use of ‘weights’. Some of the answers provided for the economic consequences of 

inflation were not clear. The answers given for the second part of the question were in general correct and 

accurate. A number of incomplete answers where given for question part ‘c’. Most of the replies included a 

diagram of the short run Philips curve. Only a few candidates included an explanation of the Long run Philips 

curve.  

Question 11 

The question was answered by 22 candidates and the average mark obtained for the question was of 13. 

Overall the answers provided lacked the necessary detail and were not correct in some instances. Examiners 

noted inaccuracies in the definition and distinction between merit and public goods and between the 

national debt and the government deficit. Inaccuracies were also noted in the explanations given of a 

contractionary fiscal policy in question part ‘c’. In some instances, the diagram provided was incorrect.  
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Question 12 

The question was answered by only 8 candidates. The average mark obtained for the question was of 17. 

The replies given for question ‘a’ where relatively correct with most of the answers giving and describing 

both the advantages and the disadvantage of both exchange rate systems. The answers given for question 

‘b’ where in some cases lacking detail and had some noticeable inaccuracies. The replies given for question 

part ‘c’ lacked in the required detail.  

C. PAPER II 
The second paper consisted of six questions spread over two sections. Questions 1 to 3 were grouped in 

section A and tested candidates’ ability to interpret and evaluate data relating to individual and firm 

behaviour using microeconomic theory. Questions 4 to 6 were grouped in Section B and tested the 

candidates’ skills in applying and interpreting macroeconomic theory on questions related to monetary 

economics, price theory, labour economics and aggregate demand theory. 

Candidates were required to answer three questions, with at least one from each section. As has been 

observed in the past, the majority of candidates preferred to answer two questions from Section A and one 

question from Section B. The table below summarizes the frequency distribution, the standard deviation and 

the average, maximum and minimum marks for each question. 

Question Number Number of Replies Average Mark (%) 

1 98 68.1 

2 76 63.8 

3 22 59.9 

4 38 56.1 

5 30 51.4 

6 39 53.9 

Table 2: Average marks for each question in Paper II 

Section A 

 

Question 1 

This question tested the candidates’ understanding of demand and supply theory in relation to computer 

games. Candidates were asked to plot the market demand and supply schedules and find the market 

equilibrium price and quantity, calculate the price elasticity of demand at each output level, identify three 

non-price determinants of demand for computer games and discuss changes in consumer, producer and 

economic welfare brought about by the imposition of minimum and maximum price controls.  

Question 1 was the most attempted question with the majority of candidates facing no difficulties in plotting 

the demand and supply schedules and identifying the market equilibrium price and quantity. As was the case 

in previous years, there were some candidates who struggled with the computation of the price elasticity of 

demand. Furthermore, the majority of candidates lost marks in explaining market changes brought about by 

the imposition of price controls.  

Notwithstanding this, question 1 has the highest average mark out of the six questions. This indicates that 

overall, the candidates who attempted this question did relatively well.  
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Question 2 

Question 2 focused on the theory of the firm through an applied example. Candidates were given data on 

the firm’s quantity of sales, the price per unit and the average cost per unit and were requested to compute 

the total cost, the total revenue, the marginal cost and the marginal revenue at each quantity of sales. 

Subsequently, candidates were requested to identify the profit-maximising level of output, identify the 

market structure in which the firm is operating, evaluate whether the profit-maximising level of output is 

allocative and productive efficient through the use of plots and identify whether the firm is operating in the 

short- or in the long-run, giving reasons thereof.  

Question 2 was the second most attempted question. The majority of candidates had no difficulties in 

calculating the required computations and identifying the profit-maximising level of output. The majority of 

candidates also managed to correctly identify the market structure and the business cycle in which the firm 

is operating although the provided explanations usually had minor issues. However, only a small number of 

candidates provided a complete answer for sub-question (d). The majority of candidates failed to identify 

productive and allocative efficiency through the use of graphs. 

Question 2 had the second highest average mark out of the six questions.  

 

Question 3 

Questions 3 tested the candidates’ understanding of firm theory in determining labour services. The setting 

was that of a manufacturing company within the pharmaceuticals sector that needed to engage workers on 

a new production line. Data on total output per hour and cost of wages in Euro per hour per employee was 

provided for each number of workers. Candidates were also informed that each output produced from the 

new production line sells at Euro 4.50 per unit and that each employee works a total of 8 hours per day. 

Based on this data, candidates were asked to calculate the marginal cost, the marginal revenue product, the 

total revenue product per day and the total cost of labour per day. Subsequently, they were also asked to 

calculate the profit-maximising level of output and the respective daily revenue, total hourly wage bill and 

the profit per unit of output at that level. The candidates were then presented with an investment scenario 

as demanded by a union and were asked to calculate the daily profit under such scenario. The final question 

asked candidates to identify and discuss the positive and negative effects of unions on the economy. 

Overall, there were some answers that failed in identifying the optimal number of workers to maximise 

profits. Some candidates also had difficulties in evaluating the investment proposal by the union. Few 

candidates managed to provide a detailed answer on the economic effects brought about by union presence.   

Section B 

 

Question 4 

Question 4 tested the candidates’ understanding of monetary economics. Candidates were given monetary 

data produced by the Central Bank of Malta and were asked to compute the values of narrow money, 

intermediate money and broad money for December 2017 and December 2018, respectively. Candidates 
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were also asked to comment on the role of the Central Bank of Malta and to explain the relationship between 

money supply and GDP and between money supply and inflation.   

Candidates have fared relatively well in this question, with correct answers for computation of money. 

Candidates were however less able to correctly identify the causal relation between money, inflation and 

GDP growth. The transmission mechanism between monetary policy and real economy was systematically 

incorrectly explained by most candidates. 

 

Question 5 

Question 5 presented a summary of the main macroeconomic forecasts indicators pertaining to the labour 

market as presented by the European Commission in autumn 2018 for the Maltese economy. Candidates 

were asked to comment on the forecasts by the European Commission by making reference to 

macroeconomic labour market theory. Furthermore, candidates were also asked to discuss the relationship 

between inflation and wage growth.  

Candidates have not fared well in this question with an average mark of 16.5/33. Candidates were 

systematically unable to explain the relation between employment and output growth. The third, fourth and 

fifth parts of the question demonstrated a general inability to explain the causal relationships and the 

channels underneath cost-push inflation. Some answers were unable to show the link of a tight labour 

market with higher wages and how higher labour costs can filter to higher consumer inflation. Almost all 

candidates were unfamiliar with the terms ‘compensation per employee’ and ‘unit labour costs’. 

 

Question 6 

Question 6 related to aggregate demand theory, specifically requesting candidates to demonstrate 

mathematical capabilities in identifying the equilibrium level of income, the value of the income multiplier 

and to highlight the changes in national income brought about by different aggregate demand shocks. 

Candidates were also requested to highlight the effect on the marginal propensity to consume and on the 

income multiplier brought about by a minor change in the marginal propensity to save in the case of a closed 

economy.    

The majority of candidates were unable to find the equilibrium level of output out of a very simple linear 

simultaneous equation system demonstrating a general tendency to fare quite poorly in mathematical 

questions. Most candidates were only familiar with finding a Keynesian multiplier out of a closed system, 

and were unable to show that the value of multiplier is dependent on tax and import contents. Candidates 

were also not fully aware of the definition of the simple multiplier with a majority of candidates being 

unaware that according to the theory employed in this question, a change in any exogenous expenditure 

item will affect output in the same way. 

 

Chairperson 
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