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SEC Economics 
May 2008 Session 

Examiners’ Report 

 

 
Part 1: Statistical Information 
 
 
Table 1: Distribution of candidates’ grades 
 
GRADE 1 2 3 4 5 6 7 U ABS TOTAL  
PAPER A 6 16 38 70 29     10 5 174 
PAPER B       11 27 22 41 17 5 123 
TOTAL 6 16 38 81 56 22 41 27 10 297 
% OF TOTAL 2.02 5.39 12.79 27.27 18.86 7.41 13.80 9.09 3.37 100 
 
 
General Performance 
 
There were only 297 who sat for the Matsec Economics 2008 test – the lowest ever 
number of candidates to have sat for this examination. The candidates are 
differentiated between ‘A’ and ‘B’ candidates. 174 pertain to the former and 123 to 
the latter. 
 
Absences: there are 10 candidates who failed to turn up for both papers (5 from the 
‘A’ group and 5 from the ‘B’ group); in addition one candidate was absent for one 
paper. 
 
1.1 How candidates chose their answers: 
 
Paper I 
 
Choice of ‘A’ candidates                               Choice of ‘B’ candidates 
Question no.               No. of answers           Question no.               No. of answers 
 

5 160 5 107  
3 158 3 104 
2 125 4   83 
4 125 2   82 
1 052 1   52 
6 051 6   30 
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Paper II 
 
Choice of ‘A’ candidates                               Choice of ‘B’ candidates 
Question no.               No. of answers           Question no.               No. of answers 
 
 
 1 143 1 105 
 2 140 3   86 
 7 121 7   63 
 8   98 6   60 
 6   68 2   52 
 3   52 5   47 
 5   35 8   36 
 4   15 4   15 
 
 
1.2 Remarks 
 
It is observed that in Paper I both sets of candidates’ preferences were similar; the 
major difference is that of quantum for the last two questions chosen by the ‘B’ 
candidates. 
 
The same remark cannot be made for Paper II. True, question 1 was the most 
preferred and question 4 the least chosen by both sets of candidates; otherwise, there 
are no further similarities. 
 
 
General Comments 
 
There has been a marked improvement in the standard level reached by a considerable 
number of candidates. It is has been observed that answers are generally better than 
those presented last year.  
 
Another positive advantage is that the majority of the candidates have followed 
instructions given on front page of the exam paper. The examiners strongly believe 
that ALL candidates should follow instructions to prove at least they have read them. 
Worryingly, the examiners have come across scripts that show that some candidates 
failed to write down the number of their answered questions on the front page of the 
booklet. 
  
The Board has also to point out that many candidates seem to ignore the fact that the 
questions are STRUCTURED and therefore it is a prerequisite for them to present a 
separate full answer for each part of the question. Vague essays that skimmed through 
the topic but did not acknowledge every section of a question in its entirety had to be 
penalised.   

 
There have also been cases where the handwriting was impossible to decipher and it 
has been very hard to figure out or interpret what the candidate had in mind when 
answering the question. 
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Candidates have been expected to express their thoughts logically and rationally and 
their answers supported with a graphical representation whenever required. In this 
respect expectations have not been met. There are many instances that the written 
language was badly expressed and wrongly spelled out; the graphical representations 
leave much to be desired in labelling the axes correctly and drawing the curves neatly. 
 
A matter which impressed the examiners is that many candidates are still obsessed 
with the conviction the Maltese Government can use ‘subsidies’ as a cure-all and a 
legitimate solution to a myriad of economic setbacks. 

 
 
Part 2: Comments regarding performance 
 
2.1  Comments regarding Paper 1 
 
Question 1 
 
Nearly all the ‘A’ candidates answered this question correctly; a small number of the 
‘B’ candidates who failed to understand that part (a) refers to externalities and part (b) 
to merit and demerit goods. 
 
Again, a considerable number of the ‘B’ candidates did not show that they understood 
the term market failure and consequently failed to support their statement with real 
life situations. This fact led to wrong conclusions in part (d). 
 
Question 2 
 
Many candidates answered part (a) of this question correctly. There were instances, 
however, where candidates came up with only one equation instead of two as 
requested in part (b) of the question. 
 
Part (c) proved to be difficult to many of the ‘B’ candidates and they did not even 
provide a graph to prove their understanding. In fact, many lost marks in part (d) 
because their graph was wrongly drawn. 
 
Question 3 
 
Many reactions to this question were positive. Both sets of candidates seemed to be 
fully aware of the market structures and could distinguish between the major 
characteristics of perfect competition and monopoly of part (a). 
 
Knowledge of monopolistic competition and oligopoly was good in part (b); only few 
candidates showed that they failed to point out their differences. 
 
The examiners were surprised that nearly all candidates fared well in part (c) as they 
provided good reasons for their choice of a new enterprise. 
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Question 4 
 
It seems that candidates are familiar with the National economy and its salient 
features. Most replies were extremely good for part (a); equally good answers were 
obtained for part (b). 
 
Quite surprisingly, a small number of candidates failed to refer to the budget prepared 
by government in part (c) and obviously lost marks because they did not come up 
with any remedies when set targets were not met. 
 
Part (d) was the most difficult section of the question; many candidates failed to state 
that government could purposely fall short of its financial programme; they held that 
such a fact should never occur. 
 
Question 5 
 
This was the most popular question and nearly all candidates did well as they obtained 
many marks for their answer. 
 
Parts (c) and (d) seemed to be the more difficult sections. There were candidates, 
particularly the ‘B’ ones, who failed to provide the remedies to control inflationary 
tendencies and who could not explain the relationship between inflation and 
unemployment. 
 
Question 6 
 
Candidates seemed to view this question as the most difficult – in fact it was the least 
preferred. It is a bit surprising that candidates should find difficulty in describing 
different types of trading blocks and explain their objectives in part (a) and to mention 
two trading blocs in part (b). 
 
They felt more confident in parts (c) and (d) – the EU questions. In fact, answers to 
both were satisfactory. 
  
2.2  Comments regarding Paper 2A 
 
Question 1:  
 
a. All in all, candidates provided valid answers for this part of the question. 

Unfortunately, the fact that in a free market economy we assume that consumers 
aim to maximise utility as well (together with producers’ maximisation of profits) 
was completely ignored in the majority of the cases. Thus, the dynamics behind 
the efficient allocation of resources through the Price Mechanism and ‘the 
invisible hand’ experience were not always given their due importance in the 
discussion.   

  
b. The same happened in this part of the question when one of the most important 

aspects of a planned economy - ‘Social Welfare’ - as the motive for centralised 
control of the factors of production, was not very present in the answers provided.  
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c. For the most part - answered quite well.  
 
d. Same as above.  
 
e. Many argued that the ‘Mixed’ Economy has the best of both worlds. Others got 

lost in praising communism and directly or indirectly chanting slogans of ‘Power 
to the people’, whilst two particular cases ended up giving distorted pictures of 
what goes on in Amsterdam and an annoying impression that they are in favour of 
some form of libertinism!  

 
 
P.S. When students are asked to give their own opinion they are expected to do 
so by backing up their stance with sound ‘Positive’ economic knowledge and 
avoid blunt statements and ‘Normative’ comments at all times.     
 
Question 2:  
 
a. The majority of the candidates simply reproduced a version of some textbook 

definition of MP and AP. A few other candidates tried to substantiate further their 
argument by deriving equations and working out examples. The intentions were 
good but the equations and the workings were not always correct.  Occasionally 
there were one-off situations where the candidate tried to interpret things in one’s 
own words. 

 
b. It is a cause for concern that something like 50% of all the candidates who 

attempted this part of the question, carried out one or more of the following 
‘punishing’ mistakes: 

 
i. Plotting on the wrong axis; 

ii.  Plotting the wrong figures; 
iii.  Axis not adequately labelled; 
iv. Graph not adequately explained; 
v. Untidy/shoddy graphical representation.  

 
c. The worst interpretation was that the introduction of the 6th worker would trigger 

the law of diminishing returns. Many gave a good interpretation of what was 
going on in the graph but inaccurately quoted the 2nd or 4th worker as the turning 
point of diminishing returns.  There were obviously a satisfactory number of good 
interpretations, arguing that the marginal product falls and diminishing returns to a 
factor set in after the 3rd worker. Unfortunately there were also a few candidates 
who chose to answer this question is a purely theoretical manner without actually 
quoting any figures from the table provided or the graph that needed to be plotted.   
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d. Only 7 candidates managed to come close to a satisfactory answer to this part of 
the question. The majority of the cases repeated the same rhetoric used in  
‘Section C’ above and never tried to answer the question directly. Others gave a 
partially correct answer, quoting just that (at least) one factor is fixed but leaving 
out other important assumptions, such as:  

 
• Each unit of the variable factor is the same (eg. Each worker is equally trained).  
• The level of technology is held constant.  
 
 
e. An unpleasant number of candidates, (maybe classmates with the same 

background of economics) kept on alluding to the word ‘PRANKS’ as one of the 
most effective ways to increase the level of productivity amongst employees. Few 
emphasised the importance of training and promotion of flexibility amongst 
employees as a top priority. Some mentioned improving capital and equipment but 
almost no one mentioned the fact that productivity of employees can also be 
boosted through ‘Better Management’.   

 
Question 3:  
 
a. The majority of the candidates answered this part of the question in a satisfactory 

manner.  
 
b. Unfortunately some candidates believe that ‘issuing shares to the general public’ 

and ‘owner’s savings’ are an internal source of finance. ‘Retained profits’ was 
often pointed out as the obvious way of raising income from within a business 
organisation but most people stopped there! Reducing costs, delaying cash 
outflows and speeding up cash inflows and the sale of company assets, were a rare 
contribution to the answers provided for this section.  

 
c. Apart from an over-emphasis on Government Subsidies/Grants from some of the 

candidates, the majority of the external sources of finance to a business were 
rightly pointed out and discussed.  

 
Question 4:  
 
Few attempted this question, but all those who did, they all managed to give a very 
detailed analysis and some convincing arguments. The only weak points to be 
highlighted were the graphical representations of price fluctuation in agricultural 
markets, which not always assumed a perfectly inelastic supply curve (at least in the 
short-run) due to the fact that all harvest crops are always brought to market.  
 
Question 5:  
 
a All the familiar arguments regarding differences in exchange rates, level of 

underground economy, composition of output, etc. were forwarded for discussion 
and candidates faired quite well in this endeavour. Some more technical 
arguments like for instance, different accounting techniques, inflation rates and 
distribution of income were only tackled by a chosen few.   
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b Candidates did not perform really well in this part of the question. Too many 
important arguments were left out, especially the fact that Real GDP per capita 
still:  

 
1. Involves problems comparing over time, ex. the price of personal computers has 

gone down over the years. This might reduce the value of national income even 
though the quality of the goods and the number of features has improved. 

 
2. Involves problems of economic ‘bads’ increasing the figure even though the 

quality of life has fallen, ex. a traffic jam causes more consumption of fuel and 
increase the output and income of the country.  

 
3. Involves valuation problems ex. some output such as state health services does not 

have a market price; the value of these services is assumed to be the cost of 
providing them, which may over or under value them 

 
4. Ignores the quality of life – ex. if we take longer holidays and work fewer hours, 

output and income may fall but we may enjoy life more. 
 
c Two extremes presented themselves in answering this section: those who kept on 

writing more of the same, going round in circles, summarising the previous 
section and those who went straight to the point and mentioned such measures as 
literacy rate and life expectancy.  

 
Question 6:  
 
a. Once again, candidates forwarded a partial answer to this question when they 

argued that a budget process is carried out for the sake of maintaining effective 
fiscal control by the government. The managerial aspect of the Budget in setting 
fiscal objectives with respect to revenue, expenditure, debt repayment and 
investment for the next financial year was not given its due importance.  

 
b. 4 particular candidates confused a ‘Budget deficit’ with a ‘Balance of Payments 

deficit’ and obviously went out of point in their arguments. All the rest provided 
some convincing arguments; still there are some candidates who do not fully 
appreciate the fact that there is nothing wrong, per se, in recording a recurrent 
Budget Deficit, as long as the interest to be paid on the National Debt is kept in 
check.  

 
c. All in all, students used a lot of colourful but valid arguments when dealing with 

the main task of this section.  
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Question 7:  
 
In general, the explanations for each type of saving were quite satisfactory but many 
preferred to stop there without trying to offer a little more insight on each. Practical 
examples on the validity of each type of saving (so as to drive the message home) 
were lacking throughout.  
 
Question 8:  
 
a. This was quite a straightforward question, yet many candidates faired really badly. 

Strangely enough it was really hard for them to figure out that women returnees 
require tax incentives, day care centres and other family friendly measures rather 
than pointless arguments such as more women rights, more jobs suitable for 
women especially those requiring less strength to perform, subsidies, etc. etc. etc.  

 
b. Good points mentioned by the majority of the candidates. 
 
c. One important aspect - the fact that Gozo is ideal for a ‘Back-office’ Industry - 

was hinted at by a good number of candidates who in turn almost completely 
ignored the fact that at the end of the day it is Human Resource Development that 
should do the trick for Gozo and not just the volatile ‘Tourist Industry’ that was 
emphasised so much by most of them.    

 
 
2.3  Comments regarding Paper 2B 
 
Question 1 
 
Favoured by many candidates. So many students gave as examples the person not the 
activity as examples for the primary, secondary and tertiary sectors. 
Eg fishing, agriculture, mining not fisherman, farmer or miner 
Or products such as oil, a field etc 
Manufacturing and carpentry not factory or carpenter 
Medical services/nursing, retailing/selling not doctor/nurse/teacher or a shop 
 
Question 2 
 
Answers were quite satisfactory. Incidentally it was 2e, on diseconomies of scale, on 
which many provided weak answers 
 
Question 3 
 
Good answers. The common mistake here was the diagram illustrating demand and 
supply shifts – two price levels erroneously drawn instead of a constant price. 
Surprisingly, all candidates got 3e wrong. They cannot tell the difference or explain 
what is meant by a normal good and an inferior good 
 
 
 



SEC EXAMINERS’ REPORT MAY 2008 
 

 10 

Question 4 
 
Many candidates avoided this question and many of those who did failed. 
 
Question 5  
 
5a: no use to quote the name of a country and not saying which product/s it enjoys a 
comparative advantage in 
5c: nearly all candidates do not understand what is meant by exchange controls and 
non-tariff barriers 
 
Question 6  
 
Satisfactory answers were given. Here one can remind students that the Central Bank 
no longer issues the country’s notes and coins 
 
Question 7 
 
Good answers here. Some weaknesses in explaining fiscal policy and monetary policy 
 
Question 8 
 
Satisfactory, except for 8c – here candidates could only express themselves by saying 
good, bad not relating these terms to cycles, employment/unemployment, investment, 
country’s stock of assets or aggregate demand/supply 
 
Conclusion 

 
Viewing all the scripts of both sets of candidates, it is clear that this year’s output was 
better than the last years. The result shows that there has been an improvement over 
the past performance. The reason may be that candidates were better prepared for the 
subject. It is also possible that the weaker candidates did not sit for the test as this 
year’s number of candidates is the smallest one for many years. 
 
 
 
Chairperson 
Board of Examiners 
July 2008 
 


