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PAPER I 
 
Paper I evaluates the candidate’s knowledge of standard microeconomic and 
macroeconomic theories but also requires candidates to be able to debate economic 
issues. Questions covered basic concepts such as the theory of price, consumer 
behaviour, price and income elasticity of demand, cost of firms, market structures, 
market failure, GDP, inflation, unemployment, fiscal and monetary policy.  
 
There was more use of graphs this year, probably because this was directly requested 
in specific questions.   As in previous years, did marginally better in Section A 
(microeconomics) when compared to Section B (the macroeconomics).   
 
The answers continue to be mainly textbook answers and most candidates find 
difficulty when they are required to provide imaginative replies or have to discuss 
particular issues which demand knowledge about the economic environment in 
reality.  An implication that emerges from this tendency is that students should be 
encouraged to discuss extracts from national, EU and international institutions reports 
in order to apply their theoretical knowledge to practical situations, and to gain a 
broader perspective on the relevance of economic concepts and tools.  
 
 
Statistics 
 
Table 1: MATSEC Advanced Level Economics, May 2010 

   Distribution of Grades 
 

Grades A B C D E F Absent TOTAL 
No. of candidates 11 28 46 24 17 17 11 154 

 
There were 154 registered candidates; however, 11 did not sit for the exam and one 
candidate only answered three questions instead of four.  The average mark for the 
143 scripts marked was 54.6%, somewhat lower than the average obtained in the 
previous year (58.4%).  The number of replies of each question and their average 
mark are presented in the table below.   

 
 
Section A (Microeconomics) 
 
Question 1 dealt with the demand for and supply of solar energy panels.  Some 
candidates were able to find a link with alternative energy sources and gave original 

Question 1 2 3 4 5 6 
Average Mark out of 
100 63.01 30.8 60 64.57 60.37 58.15 
No. of Answers 85 10 53 49 76 13 
Question         7 8 9 10 11 12 
Average Mark out of 
100 42.82 49.71 53.3 50.9 27.73 43.05 
No. of Answers 34 75 111 29 15 21 



factors which could influence the price for panels. However, candidates were 
generally less imaginative when replying to the third part of the question.   
 
Question 2 required the candidate to offer a standard description of the properties of 
indifference curves, a consumer’s maximization of utility, and the effect of a change 
in income on consumption.  This question attracted the least number of candidates and 
only two candidates were able to provide an acceptable answer.   
 
Question 3 asked for knowledge of different types of elasticity of demand and supply. 
In general the answers were good, although there were some weak elements which 
brought the average mark down. 
  
Question 4 related to the various concepts in a firm’s production process including 
diminishing returns, costs and scale. The majority of answers were reasonably well 
presented, and in fact the highest average mark was achieved in this question.  
 
Question 5 dealt with market structures.  On average the answers were adequate 
although mostly textbook oriented. Some candidates found difficulty with the second 
part of the question. 
 
Question 6 presented issues related with market failure.   Few candidates attempted 
this question and some candidates were relatively good but others were very poor.  
The need to use examples created some difficulties.  
 
Section B (Macroeconomics) 
 
Question 7 dealt with GDP and economic growth.  Most of the answers were 
generally weak, particularly the third part of the question which dealt with the 
measurement of the actual economic well-being of a country.  This might have 
required more than a standard textbook answer. 
  
Question 8 focused on inflation.  Candidates needed to show not only that they 
understood the concept but could also discuss its implications and what policies can 
be utilized by governments to control inflation.  The answers were very average and 
discussion especially in the second and third part of the question was not very evident.  
 
Question 9 required knowledge on employment definitions and issues. This 
questioned attracted the highest number of respondents.  Difficulties were mostly with 
the third part of the question which asked why unemployment is considered to be 
undesirable.   
 
Question 10 featured the role of government in the economy, looking at the budget 
deficit and the crowding out effect.   The answers were average, although some 
candidates found difficulty discussing whether budget deficits are always considered 
undesirable or not. 
 
Question 11 dealt with the functions of money in an economy.  Not many candidates 
attempted this question and the few who tried it did very badly, in fact only two 
candidates garnered an acceptable mark.  Most candidates found difficulty with all 
three parts of the question.  



 
Question 12, dealing with monetary policy and the effect of decisions by the Central 
Bank, also had many poor replies.  Questions requiring a discussion appear to present 
a problem to candidates.    
 

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 143 scripts marked (11 absent out of 154) was 76%, with a 
distribution of the marks as given below: 

Mark  % of candidates 
80+   40%  
70-79   41%   
60-69   11% 
50-59   5%  
40-49   2%  
Under 40  1% 
Total   100% 
  
The number of replies to each question, and their average mark were as follows: 
 
Question 1 2 3 4 5 6 
No. of Replies 117 22 108 29 102 50 
Average Mark out of 
100 85.0 81.8 85.5 78.0 80.6 84.7 
 
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. 
 
Section A focused on microeconomic concepts including demand and supply theory, 
market structures and related cost functions, and international trade and the 
implications of comparative advantage and specialisation. 
 
Question 1, which related to a firm operating in a perfectly-competitive market, asked 
candidates to identify the break-even position and whether the firm was operating in 
the short or long run. This question was the most popular throughout the whole paper, 
possibly reflecting the occurrences of such a topic in previous papers. Since most 
candidates were able to answer correctly to this question, Question 1 had one of the 
highest average marks. 
 



Candidates also scored well on Question 2, which discussed the topic of international 
economics. This question was the least answered in the whole paper, probably due to 
the relatively few times this topic has features in past editions of the paper. Those that 
answered this question generally showed a good understanding of the concept of 
specialisation in international trade and its applicability in the real world. 
 
Question 3 dealt with the demand and supply of a particular good. Most candidates 
were able to identify the equilibrium point and changes to this point following 
changes brought about by different economic agents. Similar to Question 1, this 
question was very popular among candidates. 
 
Section B covered a number of areas that have important applications in the local 
context. These include the measure of economic activity through the GDP, 
unemployment and international trade. Marks obtained in this section were only 
slightly lower than those registered in the previous section. 
 
Few candidates chose to answer Question 4 on local economic activity from a sectoral 
point of view. In this question, candidates had to show technical knowledge relating 
to the definition of GDP and its measurement from an expenditure approach, but also 
apply theory to discuss sectoral shifts experienced in recent times and to identify 
services which are considered important for the Maltese economy. Marks were 
relatively high, but a number of candidates seemed to miss or not answer directly the 
question on the causes of shifts from primary and manufacturing to the tertiary sector 
experienced in recent years. 
 
Question 5 on unemployment was the most popular question from Section B. 
Candidates who chose to answer this question were generally knowledgeable of the 
ETC register of unemployed persons and provided realistic and factual approaches of 
how to tackle unemployment in the local context (sometimes also mentioning local 
government policies). The analysis of the distribution of unemployed persons was 
also satisfactory. 
 
Question 6 dealt with international trade, specifically the visible trade gap and the 
Balance of Payments. Many candidates were able to work out the visible trade gap 
and distinguish between visible and invisible trade. The second part of the question 
asking candidates to explain the effects of certain events on the Balance of Payments 
was also satisfactorily answered. 
 
While the overall performance in this paper remains satisfactory, candidates can 
further aim to improve their performance by supplementing a good understanding of 
basic economic theory with an awareness of local statistics, 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. 
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