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AM Economics 
May 2008 Session 

Examiners’ Report 

 

Part 1: Statistical Information  

GRADE A B C D E F Abs Total 
Number 11 29 50 40 16 26 11 183 
% of Total 6.01 15.85 27.32 21.86 8.74 14.21 6.01 100 

 
Part 2: Comments regarding candidates’ performance  
 
2.1 Comments regarding Paper 1 
 
Paper I determines the candidates’ knowledge of standard microeconomic and 
macroeconomic theories. Questions covered aspects of the price mechanism, 
indifference curves, price and income elasticity of demand, market structures, perfect 
competition, externalities, externalities, GDP, inflation, unemployment, income 
multiplier process, fiscal and current account deficits, policy and the euro area.  
 
The average candidates’ performance improved compared to last year. However, 
many candidates still insist in replicating knowledge studied off by heart or provide 
pre-planned essay outlines. This often leads to lengthy answers which often only 
marginally tackle the specific issues raised in the question. At ‘A level’ candidates are 
not asked to write all they know about the topic but rather to show they have 
assimilated the subject. Moreover, it must be made clear that diagrams are not 
optional but rather a necessary tool to explain economic concepts clearly.    
 
The average mark for the 172 scripts marked was 56.5, with a distribution of the 
marks as given below: 
 
Mark % candidates 
80+ 6.4% 
70-79 19.2% 
60-69 19.2% 
50-59 20.4% 
40-49 19.8% 
Under 40 15.0% 
 
The number of replies to each question, and their average mark were as follows: 
 
Question 1 2 3 4 5 6 
Average Mark  
out of 100 47.5 67.2 64.9 58.8 61.5 47.9 
No. of Answers 70 37 98 13 91 32 
 
 
Question 7 8 9 10 11 12 
Average Mark  
out of 100 50.0 55.5 61.6 51.1 65.7 37.2 
No. of Answers 41 73 141 27 12 49 
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Question 1 dealt with developments in international food prices. Many candidates did 
not bother to refer to the actual factors currently playing a determining role in pushing 
food prices upwards such as changing consumption patterns in emerging economies, 
subsidies for biofuel, and bad weather conditions to name a few. The question was not 
about the factors influencing demand for food in general but rather the factors which 
can influence the world demand for food. 
 
Question 2 required a standard explanation of the properties of indifference curves. 
Some candidates are still unable to present basic algebraic expressions to enrich their 
analysis.  
 
Question 3 required knowledge on price and income elasticity of demand. Many 
candidates failed to discuss the concept of income elasticity of demand for part ‘c’.  
 
The most common mistakes relating to question 4 were that candidates failed to 
distinguish between the marginal revenue curve facing a firm in perfect competition 
and that facing a monopolist. Moreover, diagrams were not always precise.  
 
The answers to question 5 were generally good although candidates seem to find it 
difficult to deduce policy implications emerging from the basic theoretical models. 
Importantly the usefulness of the perfect competition model is that it can serve as 
benchmark for the assessment of real world market structures.  
 
Question 6 dealt with externalities. Candidates should remember that diagrams are 
essential to illustrate the arguments better. Lack of diagrams results in marks being 
lost. Pollution should be controlled up to the point were the marginal benefit equals 
the marginal cost. 
 
Question 7 focused on the measurement of GDP. Trade liberalisation may increase 
exports and also imports. The overall impact ultimately depends which effect is the 
strongest. In turn, uncertainty deters investment and consumption, thereby lowering 
GDP.  
 
Question 8 required an analysis of demand pull and cost-push inflation. Changes in 
product quality and changing consumption patterns make it more difficult to measure 
inflation. The latter is harmful mainly because it creates uncertainty and hence deters 
investment.  
 
Question 9 required an explanation of the different types of unemployment. High 
unemployment represents unutilised resources, hence keeping standards of living low. 
A number of candidates emphasised only social aspects related to unemployment 
disregarding completely the economic implications. Candidates were expected to link 
suggested policies directly to the types of unemployment they are expected to resolve.  
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Question 10 required an algebraic derivation and brief explanation on the income 
multiplier process. The latter is influenced by the marginal propensity to save, the 
marginal propensity to import and the marginal propensity to tax. The size of the 
multiplier influences whether a give shock creates a large or small ripple effect. If the 
shock is positive it is preferable to have a large multiplier but if the shock is negative 
it is better to have a small multiplier.  
 
Question 11 was reasonably well attempted.  
 
The answers to question 12 were disappointing suggesting that candidates are not 
sufficiently familiar with the conduct of monetary policy in the euro area. The main 
objective of the ECB is price stability. A number of candidates mixed EU 
membership with euro area membership.  
 
2.2 Comments regarding Paper 2 
 
The examination paper aimed at testing the candidates’ abilities in analysis and 
expression of economic concepts and in their application to practical situations. The 
questions covered micro- and macro-economic aspects of theory. It dealt with 
practical issues relating to the Maltese economy as well as purely conceptual analysis 
of economic problems. In the process of assigning marks, there was significant 
emphasis on the proper understanding of fundamental concepts in micro- and macro-
economics, and on their application to problem-solving. 
 
The average mark for the 171 scripts marked was 49.7, with a distribution of the 
marks as given below: 
 
Mark % candidates 
80+ 2% 
70-79 8% 
60-69 19% 
50-59 25% 
40-49 21% 
Under 40 26% 
 
The number of replies to each question, and their average mark were as follows: 
 
Question 1 2 3 4 5 6 
Average Mark  
out of 100 53.9 53.9 33.1 36.9 52.5 47.3 
No. of Answers 160 102 48 31 128 41 
 
Section A focused on microeconomic concepts including welfare effects of price 
controls, the relationship between price elasticity and profit maximisation, and 
oligopolistic market behaviour. 
 
Question 1, dealing with price controls, was the most popular, and one on which 
candidates scored highest. Some candidates showed confusion in the basic definitions 
of producers’ and consumers’ surpluses. 
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Candidates also scored relatively well on question 2, which concerned the relationship 
between price elasticity and profit maximisation. Some answers were unable to apply 
the price elasticity formula to the problem at hand.  
 
Question 3, was the least answered in Section A, and also the one on which the lowest 
average score was registered. Many candidates were unfamiliar with some of the 
basic models of oligopoly, or were unable to recognise the applicability of such 
models to the data presented.  
 
Section B covered a number of areas related to recent economic developments as 
found in the literature, including developments in broad money, population ageing 
and the income multiplier process. 
 
Question 4 was attempted by only a few candidates and they tended to fare relatively 
poorly. Many of the answers did not present a reasonable discussion of the motives 
for holding currency and could therefore not tackle the remainder of the question with 
a reasonable degree of success. 
  
Answers to question 5, which dealt with population ageing, were more numerous and 
of a better quality. Most answers however lacked a creative approach towards the 
analysis of the implications for economic and social policies.  
 
Answers to Question 6 were fewer and obtained somewhat lower marks. Many 
candidates failed to make the connection between government revenue and 
expenditure within a balanced budget setting. 
  
The general comment made in previous years remains valid. Candidates can improve 
their performance by showing good understanding of basic theoretical concepts and 
more creativity in deriving solutions to problems set.  
 
 
 
Chairperson 
Board of Examiners 
July 2008 
 


