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STATISTICS 
 
Table 1: MATSEC Advanced Level Economics, May 2010 

   Distribution of Grades 
 

  Grades A B C D E F Absent TOTAL 
No. of candidates 10 23 39 19 15 12 6 124 

Total % 8.1 18.5 31.5 15.3 12.1 9.7 4.8 100 
 
 
PAPER 1 
 
Paper 1 appraises the student on her/his knowledge of microeconomic and 
macroeconomic theories.  However, it also evaluates students on their ability to debate 
and discuss economic issues, especially current ones.  The twelve questions in section A 
and B cover basic economic concepts related to price, elasticity, markets, fiscal and 
monetary policies, GDP, inflation and employment.  
 
This year there were 124 registered students, of which six students did not sit for the 
examination.   The average mark for the 118 scripts marked was 63.3%, which is 
relatively higher than the 54.6% obtained last year.  The number of replies and average 
mark obtained for each question are presented in the table below.  
 
The was a general improvement in the answers provided with more use of examples and 
graphs, even if at times these were specifically requested in the questions. It is 
encouraged that where graphs prove to be helpful for the explanation of a particular 
concept or term, these should be included, even if not specifically demanded.  Students 
continue to do better in Section A (microeconomics), compared to Section B 
(macroeconomics).   
 
Although in general similar answers are given, some students were able to show that they 
could discuss contemporary economic issues.  It is recommended that students continue 
to be made aware of relevant texts they may peruse to remain updated on local and global 
economic conditions.   
 
 
Paper 1, Section A (Microeconomics) 
 
Question 1 dealt with the demand for and supply of mobile phones.  As in previous years, 
most students chose this question.  In general students were able to reply with textbook 
answers although some did offer some interesting points, especially to the latter part of 
the question. 
 
Question 2 required the student to focus on oligopoly.  Few students replied to this 
question and whilst the first two parts were relatively good, only a few students were able 



to discuss the third part, which dealt with the relevance of the theory to the Maltese 
economic environment.  
 
Question 3 featured the concept of elasticity.   This was the question with the highest 
number of replies and also had a high average mark.   This year the students have shown 
that they understand better this concept and are more able to discuss it both in terms of its 
relationship with different type of goods and also in terms of time-scales.  
 
Question 4 looked at the concept of marginal productivity and also firm costs.  Only five 
students replied to this question and they were generally good answers as this question 
gained the highest average mark from all twelve questions.  The issue of sunk costs 
caused some confusion to a couple of students.  
 
Question 5 featured the monopolistic competitive market.  Generally the first two parts 
had good answers but the third part, particularly the graph, proved a bit difficult for some 
students.  
 
Question 6 was related to welfare economics.  The students who replied to this question 
were relatively good although the first part taxed some students who could not explain 
the difference between private and social costs.  However the other two parts dealing 
with externalities and public goods gave more positive answers.  The area related to 
policies could have been elaborated more on.  
 
 
Paper 1, Section B (Macroeconomics) 
 
Question 7 dealt with different measurements of national accounts. There was some 
confusion among students between the three definitions.   The third part related to the 
circular flow of income also created some problems, especially in the diagram presented.   
 
Question 8 discussed inflation.  Whilst students were able to reply to the first two parts of 
the question, only some students could adequately explain and discuss the last part of the 
question.  
 
Question 9 looked at problems dealing with unemployment. Again answers to the first 
two parts of the question were good, however, the third part, which required policy 
implications proved more difficult for most of them.  
 
Question 10 featured government finances.  Students were able to present definitions but 
felt less confident when asked to discuss particular issues, in this case how automatic 
stabilizers and an active fiscal policy work in the economy.  
 
Question 11 focused on money and banks.  In general the answers were not good and in 
fact this question garnered the lowest average mark from all twelve questions. The 
second part on money creation appeared to confuse students.   
 



Question 12, dealing with exchange rate systems and the balance of payments, attracted 
the smallest number of students in Section B.   The first part looking at definitions proved 
also difficult for some students.  The second part dealing with the balance of payments 
also presented some difficulties.  Some students were particularly good when replying the 
third part of the question which required a discussion on possible effects of a depreciation 
of the local currency.    
 

PAPER 2 
 
The second part of the paper was aimed at testing the students’ 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 through purely 
conceptual analysis of economic problems, but also dealt with some practical issues 
relating to the Maltese economy. 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 number of replies to each question, and their average mark were as follows: 
 
Question 1 2 3 4 5 6 
No. of Replies 96 25 95 23 54 60 

Average Mark out of 100 66.4 68.1 70.2 66.5 75.8 71.5 

 
Students had to choose 3 questions from the 6 available, with at least one question from 
each section. As in previous editions of the paper, students generally preferred to opt for 
2 questions from the first section. 
 
Section A focused on microeconomic concepts including demand and pricing theory, 
consumer preferences and budget constraints, and cost functions. 
 
Despite being very popular with students, the average mark for Question 1 on demand 
and pricing theory was the lowest when considering all Paper 2 questions. It appears that 
students tend to answer those questions on topics that featured in past versions of this 
paper. This question asked candidates to calculate and plot revenue curves for a 
monopolist, discuss the inflection of the total revenue curve, explain the value of price 
elasticity of demand at this maximum point and highlight differences in the perfectly 
competitive firm’s revenue curves. The first three sub-questions (1a – 1c) were generally 
well answered - some students went a step further in part 1c and also explained the 
maximum level of total revenue through the calculation of the second derivative. 
 
However, there was evidence of lack of knowledge in the other two sub-questions (1d – 
1e). In 1e, some students did not answer the question specifically on the revenue curves 
but opted to provide a general answer on the main features of perfect competition.  
. 



Question 2 dealt with consumer preferences and budget constraints. Only a fifth of 
students answered this question, which was however generally well answered. Some 
candidates found difficulty in answering 2c, which required the combination of the 
diagram/s in parts 2a and 2b to obtain the tangency point. Similarly, in part 2d few 
students provided graphical analysis by showing (through a lower indifference curve) that 
the consumer was now forced to choose a bundle at a lower satisfaction level. 
 
Question 3 dealt with cost functions and effects on costs if production is increased. Some 
scored very high marks, showing excellent analysis given the time constraints and 
pressure of the examination situation. However, some candidates seemed to mistakenly 
refer to a law of diminishing marginal costs instead of diminishing marginal returns (sub-
question 3d). Others seemed to have misunderstood or not properly read the questions, 
answering sub-question 3c for the long run and ignoring fixed costs in sub-question 3a. A 
very common mistake was to divide change in total cost by absolute units instead of by 
change in units – thus resulting in an incorrect marginal cost calculation. Similar to 
Question 1, this question was very popular among students. 
 
Section B covered areas of macroeconomic relevance within the local context. In 
Question 4 these included state divestment initiatives (which in this context refereed to a 
reduction in government investment in a public entity by selling/ privatisation), wage 
adjustments, and female participation. Additionally, candidates also had the possibility to 
opt for more numerical type of questions in Questions 5 and 6. Marks obtained in this 
section were slightly higher than those registered in the previous section. 
 
Few candidates chose to answer Question 4 on local macroeconomic issues. Fewer still 
seemed to possess the knowledge and local insight to understand what “state divestment” 
referred to and to provide local examples from recent years (those that correctly 
mentioned Mid Med Bank, Malta Shipyards, Enemalta Petroleum Division, among 
others). In fact, some actually explained its opposite by referred to further government 
investment, and mentioned investment in education and training (with special reference 
to the ETC), subsidies for utility bill and solar panels, and government road projects. 
Sub-questions 1b and 1c were generally well answered, with some students even 
comparing Malta female participation rates with EU averages or referring to the CBM 
Governor’s speeches. 
 
In Question 5, students had to work out equilibrium levels of income in an income-
expenditure model. Average marks were relatively high compared to other questions, but 
a number of students seemed to not provide a complete answer in parts 5a to 5c by 
simply explaining the functions without working them out – given that numerical values 
were provided in the question, this was a requisite. A common mistake was to exclude 
the tax rate from the calculation of the multiplier, thus obtaining higher values. In some 
cases, candidates managed to work out parts (d) and (f) correctly, but still managed to get 
wrong figures for the multiplier – a cross check with the figures in (d) and (f) would have 
enabled these candidates to identify an inconsistency in their multiplier value/s. 
 



Question 6 relates to questions on aggregate demand and supply. This question was 
reasonably well answered with most candidates correctly identifying the equilibrium 
prices and interpreting their answers. It was also clear that some candidates were not 
familiar with the reasons for an AS curve not being a straight line and of the likely effect 
of prices of a further outward shift of the AD curve.  
 
While the overall performance in this paper remains satisfactory, students can further aim 
to improve their performance by supplementing their understanding of fundamental 
economic theory with an awareness of the local scenario, including the main government 
entities and their roles, the regulators, key employee/ employer associations, and current 
local and international economic developments. Students 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. 
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