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A. STATISTICAL INFORMATION 

In this session’s edition of the examination, 42 candidates applied for the examination, and 10 applicants 

were absent.  

GRADE A B C D E F ABS TOTAL 

NUMBER 0 8 11 4 5 4 10 42 

% OF TOTAL 0.0 19.0 26.2 9.5 11.9 9.5 23.8 100 

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

 

B. COMMENTS ON PAPER  

Section A  

Question 1  

One notes that most of the answers given for part (a) were incorrect or inaccurate. The fact that the MPC 

measures the proportion of extra income that is spent on consumption was not highlighted. Same applies 

for the descriptions given for the MPS. In question (b) the idea that savings is a leakage was mentioned in a 

good number of the replies. The answers given for question (c) were mostly incorrect. Candidates seem to 

have no knowledge of this important concept in an economy. Most of the replies given for question (d) 

included a graph (there were a number of inaccuracies in the graphical illustrations given), the description 

of the impact of an increase in consumer confidence on the economy lacked the necessary detail and showed 

a lack of understanding of the topic. 

 

Section B 

Question 2 

Most of the answers given for part (a) and (b) were correct. The replies for part (c) correctly provided a 

graphical illustration showing a shift in the supply curve to the left. Some of the answers for part (d) failed 

to mention that elasticity is a measure of responsiveness of the change in supply to a change in price. The 

majority of the replies for part (e) were correct and detailed whilst for part (f) a variety of answers where 

provided, some of the answers correctly mentioned that supply is highly inelastic due to the nature of the 

product. Some of the answers lacked in the fact that no reason was given as to why supply was deemed as 

elastic or inelastic.  

Question 3 

The definition provided for part (a) was generally correct. Some of the answers given for part (b) lacked to 

mention the fact that utility increases at a diminishing rate, so customers will gain less utility from the 

consumption of the second compared to the first plate. In the replies given to question (c) most of the 

answers failed to mention that the optimal level of consumption is where marginal benefit = marginal cost. 

When MB>MC the consumer will consume more, in this case MC=0 so eating should stop at a point of 

fullness, where MR is equal to zero.  Most of the answers for part (d) failed to mention that now the MC is 
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equal to 3. MC is higher than in question (c), so consumption will be less, given that MC=MB will be reached 

before.  

Question 4 

Overall answers where correct both in terms of definitions and examples given. Some of the answers for part 

(b) included a graph, which was inaccurate or incorrect. The description given for the law of diminishing 

marginal returns was generally correct. Some answers for part (c) lacked in the necessary detail and in some 

instances the question of 'why?' a firm gets economies or diseconomies of scale was not answered.  

Question 5 

Answers provided for question (a) where generally correct. Some answers failed to include the fact that 

when the difference between TR and TC is maximised, the firm has no incentive to produce more or less, 

MR=MC. Answers provided for question (b) where generally correct. Answers provided for question (c) 

included in most cases both the for and against arguments for a monopoly. Some more detail in terms of 

explanation was necessary in some of the answers.  

 

Section C 

Question 6  

Most of the definitions given in part(a) of the answer were incorrect and the estimation of Gross Value Added 

at Factor Cost was incorrect. The majority of the answers given for part (b) did mention the concept of 

'double counting' however the explanations and examples given were inaccurate and incomplete. For part 

(c) most of the answers broadly highlighted the difference between the two terms, a number of inaccuracies 

in the definitions were noted. 

Question 7 

Overall the answers provided for this question part (a) where correct. Most of the candidates explained the 

consumption function in an adequate level of detail. In some cases, the MPC was mixed up with the APC. For 

question part (b) a number of incomplete answers were given. This mainly involved the fact that most of the 

answers did not include the derivation of the savings function. In the replies to question (c) a good 

description of the difference between consumption and investment was given, the definition and 

explanation of the MEC term was in most cases lacking or incorrect.  

Question 8 

Most of the replies for part (a) correctly defined the multiplier. The answers to this question were lacking in 

terms of the explanation of why this is an important principle in economics. In the answers to part (b) the 

relationship between the MPC and the multiplier was only well explained in some of the replies provided. 

Some of the replies incorrectly mentioned that a higher MPC implies a lower multiplier. In question (c) most 

of the definitions provided for fiscal policy where correct, although some of the replies linked the use of 

fiscal policy to the CBM and not to the Government. In most correct replies the link between fiscal policy 

and the multiplier effect on the economy was well explained.  
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Question 9 

In most cases the answers given by the candidates in part (a) were not complete. Most of the answers just 

mentioned the account without mentioning whether it is debit or credit. In part (b) and (c) most of the 

answers were correct 
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