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Part 1: Statistical Information

Table 1 shows the distribution of the candidates’ grades for the May 2015 Advanced Level Economics
Examination.

Table 1:

GRADE A B C D E F abs TOTAL
NUMBER 21 32 50 34 16 25 12 190

% OF TOTAL 11.1 16.8 26.3 17.9 8.4 13.2 6.3 100

Part 2: Comments on the candidate’s performance

2.1 General Remarks: Paper 1

Paper 1 consists of twelve questions spread over Section A and Section B. This paper aims to assess
candidates’ knowledge and understanding of Microeconomics and Macroeconomics concepts and
theories. Questions in Section A – Microeconomics covered the following main topics: the central
problem of economic societies, the market mechanism, consumer behaviour and marginal utility
theory, elasticities of demand, theory of supply and costs, market structures, the labour market and
wage determination. For the first time, in this session, each exam question pertaining to Section A
comprised four parts (rather than three parts as in previous sessions). This facilitates understanding
of the question by the candidate. Moreover, in this way, each part of the question necessitates a
shorter answer helping the candidate to provide more focused answers. Questions in Section B –
Macroeconomics retained last year’s structure and covered the following main topics: national income
accounting, theory of income determination, money, inflation, employment and unemployment, the
role of the government and international economics.

The number of candidates applying for the exam remained roughly at the level registered in the May
2014 session (186 candidates in May 2014 session increasing to 190 candidates in May 2015
session). There were 178 candidates who attempted the exam while 12 candidates abstained from
the exam in the May 2015 session. Concerning Paper 1, candidates sitting for the exam in this
session performed better than those in the May 2014 session. In fact, the weighted-average score
improved from 54.7 per cent in May 2014 session to 59.9 per cent in this session.

With regards to Section A - Microeconomics, when taking into account the number of candidates that
attempted each question, the weighted-average score reached 64.5 per cent. The highest mark
obtained for Section A was 92 per cent scored by 1 candidate. There were also some outstanding
answers from candidates with an excellent grasp of the subject allied to good exam technique.
Indeed, seventeen candidates gained more than 85 per cent. At the other end of the scale, only six
candidates scored below 30 per cent. The marks for individual questions in Section A ranged from 12
per cent to 100 per cent. Question 4 proved to be particularly ‘easy’ with an average score of 68.5 per
cent, while Question 6 and Question 2 were found particularly ‘difficult’ with an average score of 59.7
per cent and 34 per cent respectively.

It is evident that candidates’ replies are less satisfactory in Section B – Macroeconomics. Indeed, the
weighted-average score for Section B stood at 55.3 per cent, more than 9 percentage points lower
than that scored in Section A. The highest mark awarded for Section B was 88 per cent. Four
candidates were awarded a score exceeding 85 per cent. The maximum mark awarded for a
particular question in Section B was that of 92 per cent. With an average score of 64.7 per cent,
Question 7 was considered relatively easy. Meanwhile, candidates that attempted Question 8 scored
a mere average mark of 33.4 per cent.
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Table 2: Average mark (%) and number of replies for each of the twelve questions of Paper 1

Question 1 2 3 4 5 6

Average Mark (%) 67.4 34.0 65.6 68.5 64.3 59.7

No. of Replies 85 12 126 43 49 40

Question 7 8 9 10 11 12

Average Mark (%) 64.7 33.4 57.8 51.3 54.4 52.4

No. of Replies 120 28 13 91 47 50

The following recommendations are presented for consideration:
 It is common that candidates present a very good answer to one or two questions but

demonstrate unsatisfactory knowledge in the rest of the answers. Dwelling too much on the
answer of one particular question to aim for perfection, very often, comes at the cost of losing
marks from replies to other questions. It is therefore recommended that all topics are given
the same importance throughout the course and the candidates consider each question
equally important. Also, good time management during the exam is highly recommended.

 Answers to non-standard questions very often demonstrate lack of understanding of the basic
concepts. It is considered imperative when studying economics to grasp the main concepts
well such that the candidate will be able to put forward arguments and discussions in a more
creative approach.

 Diagrams should be presented accurately and accompanied by the necessary explanation.
Such explanation should demonstrate deep rather than superficial knowledge of the concepts.

 Candidates should be careful that, rather than writing all they know about a particular
concept, they apply their knowledge in the way required by the question.

 It is clearly evident that candidates are performing relatively better in questions related to
Microeconomics as compared to Macroeconomics. This may be reflecting the fact that most
Microeconomics topics are easier to relate with whilst on the other hand, Macroeconomics
topics might be relatively more theoretical.

Further analysis of the candidates’ performance for each question is presented below.

Section A: Microeconomics

Question 1
Almost half of the candidates sitting for the exam opted to attempt this question, performing quite well
with an average score of 67.4 per cent. With regards to part (a), most of the responses demonstrated
understanding of the concept of opportunity cost and the production possibility frontier. Similarly, it
was evident that most of the candidates had proper knowledge of the price mechanism. Also, in part
(c) the candidates demonstrated that they can apply the price mechanism to particularly cases. With
regards to part (d), it seems that some candidates found the concept of price regulations difficult to
comprehend. Moreover, a significant number of candidates didn’t identify the factors that determine
the size of the resulting shortages. One candidate was awarded full marks for this question showing a
firm grasp of the appropriate theory and its application.

Question 2
Only 12 candidates attempted to answer this question. Very few candidates scored marks for part (a)
of the question which dealt with the basic assumptions of consumer theory. For part (b) and part (c)
responses were quite satisfactory. However, in case of part (d) responses with respect to the equal
marginal principle were very weak. Despite that the highest mark was 68 per cent, the average mark
was a mere 34 per cent.
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Question 3
This question was the most popular question. With regards to Part (a), most of the responses
indicated that the candidates are aware of the importance of the price elasticity of demand for
business decision-making. Similarly, concerning part (b), responses showed that the concept of
elastic and inelastic demand curves and their relationship with revenue is well grasped by most
candidates. In part (c), responses indicated that most of the candidates have the ability to distinguish
between an inferior good and a complementary good. However, in some cases no relevance to the
different type of elasticity of demand was made. In part (d), most responses included valid
explanations of a highly price inelastic demand for tobacco. Nevertheless, an explanation of the
implication of an increase in tax on cigarettes was quite weak. The highest mark was 96 per cent.

Question 4
Relatively few candidates attempted this question. Responses provided evidence that candidates
have extensive knowledge of the core concepts. In case of part (a) and part (b) responses were
satisfactory demonstrating understanding of the law of diminishing returns and knowledge of cost
curves and their shapes.  However, concerning part (c) some of the responses did not include an
explanation of the relationship between average variable cost and average total cost and the meaning
of the minimum point of each average cost in relation to marginal cost. Also, in part (d), in case of
some responses, an appropriate distinction between economies of scale and returns to scale was
lacking. The highest mark was 96 per cent.

Question 5
Around one quarter of the candidates attempted this question. The responses indicated that the
candidates have a good knowledge of the different market structures. Nevertheless, responses for
part (d) concerning adjustments in output by a monopolist as compared to a competitive firm were
quite weak. The highest mark was 88 per cent.

Question 6
When compared to the May 2014 session, an increasing percentage of candidates opted to answer
this question which included the labour market. It is evident that a number of responses concerning
part (a) related to ‘derived demand’ were quite satisfactory but relatively weak in the other three parts
related to the labour market. As a result, the average mark for this question was relatively low.

Section B - Macroeconomics

Question 7
The question was answered by 120 candidates, equivalent to 63 per cent of all candidates. The
average mark was relatively high at 64.7 per cent. The candidates showed a generally good
understanding of this popular topic which covered the concepts of GDP, the circular flow of income as
well as capital formation. The average mark across all three parts of the question was similar.

Question 8
The question was answered by 28 or 15 per cent of the candidates. The highest mark was 64 per
cent, but the average score was relatively low at 33 per cent. The candidates scored badly in all three
parts of the question. They showed average understanding of the consumption function but were
generally unable to explain why investment is the most volatile component of the gross domestic
product.

Question 9
Only 13 candidates answered this question. The average score was 58 per cent. As expected, they
performed best in part (a), where they were asked to define M1 and M2; got a lower average mark in
part (b), which dealt with the credit creation process; and performed worst in part (c), where
candidates were asked to explain what would happen to the equilibrium interest rate if the central
bank were to undertake contractionary open market operations.

Question 10
The question was answered by 91 or 48 per cent of all candidates. The average mark for the entire
question was around 51 per cent, but the averages for different parts of the question varied
significantly. On average, the candidates scored 81 per cent in part (a), which dealt with the
definitions of different types on unemployment; performed poorly in part (b), where candidates were
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asked to use the AS-AD model to explain the causes of stagflation; and performed slightly better in
part (c), where candidates were asked to discuss the short- and long-run Phillips curve.

Question 11
47 or one-fourth of the candidates answered this question. The average score was 54 per cent. The
marks were relatively equally distributed between different parts of the question. The highest marks
were obtained in part (a), where candidates were asked to explain the difference between public
deficit and debt; and scored 50 per cent in parts (b) and (c), where they were asked to discuss how
expansionary fiscal policy may cause an inflationary gap as well as supply-side policies.

Question 12
50 candidates attempted the question, equivalent to 26 per cent of all candidates. The average mark
for this question was 52 per cent and the marks were relatively equally distributed between different
parts of the question. The candidates showed an average-to-good understanding of the concepts of
comparative advantage, balance of payments surplus and different exchange rate systems.

2.2 General remarks Paper 2:

Paper 2 consisted of six questions spread over two sections. Questions in Section A test candidates`
ability to interpret and evaluate the microeconomic relationships observed from statistical series, while
questions in Section B test candidates` skills at understanding and interpreting macroeconomic
situations emerging from economic reports and studies. The average mark for the 190 scripts marked
was 69.5 out of 100.

Candidates had to choose 3 questions from the 6 available, with at least one question from each
section. As in previous editions of the paper, candidates generally preferred to opt for 2 questions
from the first section. The number of replies to each question and average marks are shown below:

Question 1 2 3 4 5 6

No. of Replies 157 43 120 72 16 119

Average Mark out of 100 70% 71% 72% 51% 43% 53%

Section A focused on microeconomic concepts related to demand, supply and pricing issues, but from
different viewpoints. These included government intervention, market competition and welfare.

Section A

Question 1 dealt with the demand and supply at different price levels for a given product. Candidates
had to plot the demand and supply curves, and answer questions related to price elasticity of demand
and its relationship with total revenue and profitability. Though relatively straight-forward, a number of
candidates still got the price elasticity of demand calculations wrong, very often because they were
not fully conversant with the formula needed. As a result, there was often confusion when answering
part € on the different between Product B and A, given this was dependent on the answer and correct
analysis in (c). In general, however, answers were satisfactory, as evidenced by the average mark for
this first question.

Question 2 discussed demand and supply, this time focusing on how diverse market structures come
to different conclusions as to the equilibrium price and quantity. Answers were again satisfactory, but
few candidates were able to answer (a) and (b) using a mathematical approach, which would have
saved them some time. Part (e) was poorly answered by various candidates, with many categorically
stating monopolies are always bad and “evil”. Clearly, a look around us and reference to real life
examples indicates otherwise. Lastly, good local examples were provided in part (f), with power and
utilities being commonly mentioned.
Question 3 dealt with welfare gains/ losses as a result of pricing decisions by market players or
government. Despite the calculations needed, this question was surprisingly popular. In fact, parts (c)
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and (e), which required welfare calculations, was generally poorly answered, but candidates made up
for the lost marks through the other sub-questions.

Section B

Section B covered mainly areas of macroeconomic relevance within the local context.

Question 4 related to an income equilibrium model, requiring calculations of equilibrium income under
different scenarios. Though candidates in general successfully computed the initial equilibrium level of
income, there were quite systematic difficulties in handling the issues related to the alternative
government policy interventions/objectives raised by the subsequent parts of the question. It followed
that not all candidates could handle the concluding part of the question that hinged on a comparison
of the magnitude of the multiplier under alternative policy scenarios.

In Question 5, candidates had to discuss the money supply, the functions of the Central Bank of
Malta, and linkages between the money supply, GDP and inflation. Common pitfalls related to a weak
understanding of basic tenets of monetary policy and money markets. Critical concepts like different
definitions of money supply and money market concepts were not clearly and unequivocally described
by all candidates, and this was quite surprising to note. The main difficulty that was encountered,
however, centred on the relation between money supply with economic activity and with inflation.

In Question 6, various macroeconomic issues were dealt with, based on the European Commission’s
winter forecasts for 2015. These included labour force participation, the natural rate of unemployment,
import-sensitive demand, depreciation of the euro and its effect on local exports, and public transport
subsidies. This question was in general less of an obstacle to most candidates than other questions,
with most candidates showing adequate familiarity with concepts like sustainable deficit levels,
Eurozone fiscal policy, import-intensity of Maltese demand and the impact of changes in the external
value of the Euro on services exports. A better understanding of the way externalities can explain the
granting of subsidies to public transport would have allowed candidates to get a better overall mark
for answers to this question.

Overall performance in this paper improved over previous years. However, future candidates should
aim to improve their performance by working on exam technique through question practice. In future
settings, candidates should make sure that they tackle all question requirements and only answer the
question being asked – one good technique candidates could adopt is to split question into sub-
headings so as to ensure they cover all areas.

In addition, candidates should supplement their understanding of fundamental economic theory with
an awareness of the local context, especially economic debate currently underway. Candidates are
also encouraged to not shy away from questions requiring a more creative approach to derive
solutions to problems set or when putting forward arguments and discussions, or supplementing
answers with graphical and/or mathematical explanations.

Chairperson
Examiners’ Panel 2015


