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INTRODUCTION

	 The General Certificate of Education (Advanced Level) Examination is the final certification 
examination of the Senior Secondary Education in Sri Lanka. Though certification of the students' 
achievement level at the end of Senior Secondary Education is the major aim of this examination, it bears 
a momentous position as an achievement test as well as a selection test because the eligible candidates for 
national universities and other higher education and vocational training institutes and also for the National 
Colleges of Education are selected on the results of this examination. This has also been accepted as an 
examination that certifies entry qualifications for the tertiary level employments. In the year 2013, 209906 
school candidates and 31723 private candidates sat this examination.  

	 Much pains are being taken by students to have a high achievement level at this examination 
and teachers and parents to fulfil their expectations. This evaluation report has been prepared by the 
Department of Examinations to assist the realization of their goals. It is certain that the information 
provided by this evaluation report is equally important for candidates, teachers, principals, in-service 
advisers, subject directors, parents and researchers in education. So it is appropriate to tender this report 
for wider reference.

	 This evaluation report comprises of three parts. I, II and III. Part I of this report consists of 
information related to aims and achievement of the subject Economics in G.C.E. (A.L) Examination. 
This report Presents the statistical information on subject achievement, this number of candidates sat for 
the subject, how they have obtained grades, how school candidates have obtained grades by district and 
distribution of marks according to class intervals and comprehensive analysis of the subject achievement 
which reveals how candidates have selected questions in Papers I and II in Econoomics and how they 
have scored marks for the questions from sub parts of each question. Part II of this report presents the 
questions in Paper I and Paper II of Economics in the G.C.E. (A.L) Examination 2013 and information 
about the candidates' responses to them. It encompasses expected answers for the questions of papers I 
and II, the scheme of marking, observations on answers, conclusions and constructive suggestions.

	 This evaluation report prepared by the Research and Development Branch of the Department 
of Examinations is based on the information, observations, ideas and suggestions provided by chief 
examiners, additional chief examiners and assistant examiners involved in evaluating answer scripts and 
the information drawn through the analysis of candidates' responses using the Classical Test Theory and 
the Item Response Theory.   

	 Part III of this report embodies the facts that should be taken into consideration by the candidates 
when answering each question and opinions and suggestions with regard to the learning teaching process. 
I think  that this report is of immense value in the organization of the learning teaching process to achieve 
respective competencies and competency levels. You are kindly requested to direct your productive ideas 
and suggestions to us to improve the quality of our future evaluation reports.

	 I wish to extend my sincere thanks to the chief examiners, additional chief examiners and assistant 
examiners who provided information to prepare this report, the committee members who fervently 
and actively contributed to the task, the officers and the staff of the Department of Examinations who 
shouldered the responsibility and the TSEP-WB that provided financial assistance for it.    

	 W.M.N.J. Pushpakumara
	 Commissioner General of Examinations
19th December 2013
Research & Development Branch 
Department of Examinations. 
Pelawatta, 
Battaramulla.
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Part I 

1.	 Subject objectives and information on subject achievements

	 1.1	 Subject objectives 	
	

  

 Ú  	To analyze basic economic problems in a society in a scientific manner and provide 
a critical understanding over the methods that could be used to resolve them .

 Ú  	To provide the skills essential for the analysis of economic approaches and problems 
with the help of theories and concepts  of economic.

  	

 Ú  	To provide an understanding over the behaviour of macro economic variables and its 
inter-relationships among them.

 Ú  	Persuade the students to investigate the rational behavior of the individuals and firms 
in a market

 Ú  	To develop the knowledge to think in the subject mathes of economics rationality and 
suchficality.

 Ú  	To create opportunities to study the established  definitions with regard to diverse 
Scienhfic and economic concepts.

 Ú  To analyze the way how  a  government intervenes to achieve macro economic goals 
through a market system.

 Ú  To enable to critically analyze the existing economic policies'

 Ú  To provide the skill required to critically analyze the diverse aspects of economic de-
velopment in a balanced perspective.

 Ú  	 To provide the basic competencies required for the explanation of economics in an 
analytical manner.

 Ú  	To highlight the importance of the  international trade and finance and its  relationship 
with globalization.

 Ú  	To develop skills which enable the students to critically observe the economic  
performance  record of the Sri Lankan economy.

 Ú  	To lay foundation to the students for active participation for the social wellbeing.

 Ú   To set the suitable stage to direct the students for higher education.  	
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1.2 	 Statistical information on subject achievement
 
	 	 1.2.1	 Number of candidates sat for the subject 
	

Medium School Private Total 

Sinhala 62886 5150 68036

Tamil 9834 862 10696

English 1947 561 2508

Total 74667 6573 81240

	 	      Table 1  

	 1.2.2	 Grades obtained by the candidates 

 Grade
School  Candidates Private  Candidates  

Total Percentage
Number Percentage Number Percentage

A 4062 5.44 184 2.80 4246 5.23

B 6973 9.34 505 7.68 7478 9.20

C 16889 22.62 1319 20.06 18208 22.41

S 21715 29.08 1770 26.93 23485 28.91

F 25028 33.52 2795 42.52 27823 34.25

Total 74667 100.00 6573 100.00 81240 100.00

Table 2  
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1.2.3 	 Grades obtained by school candidates who sat the examination for the first attempt
	 District wise

District No. Sat 

Distinction 
(A)  

Very Good 
Pass
 (B) 

Credit 
Pass
(C)  

Ordinary 
Pass
 (S)

Pass 
^A+B+C+S&

Fail             
(F)                  
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um

be
r

]

N
um

be
r

]

N
um

be
r

]

N
um
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r

]
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um

be
r

]

N
um
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r

]

1. Colombo 10663 902 8.46 1070 10.03 2375 22.27 3109 29.16 7456 69.92 2307 30.08

2. Gampaha 6794 420 6.18 579 8.52 1297 19.09 1905 28.04 4201 61.83 2593 38.17

3. Kalutara 3426 213 6.22 337 9.84 749 21.86 921 26.88 2220 64.80 1206 35.20

4. Kandy 4320 238 5.51 337 7.80 918 21.25 1230 28.47 2723 63.03 1597 36.97

5. Matale 1217 30 2.47 67 5.51 205 16.84 378 31.06 680 55.88 537 44.12

6. Nuwara Eliya 1711 79 4.62 134 7.83 372 21.74 442 25.83 1027 60.02 684 39.98

7. Galle 3295 239 7.25 306 9.29 652 19.79 882 26.77 2079 63.10 1216 36.90

8. Matara 2682 88 3.28 178 6.64 524 19.54 760 28.34 1550 57.79 1132 42.21

9. Hambantota 1629 45 2.76 130 7.98 318 19.52 457 28.05 950 58.32 679 41.68

10. Jaffna 1283 69 5.38 115 8.96 323 25.18 377 29.38 884 68.90 399 31.10

11. Kilinochchi 266 4 1.50 11 4.14 74 27.82 92 34.59 181 68.05 85 31.95

12. Mannar 234 16 6.84 20 8.55 56 23.93 61 26.07 153 65.38 81 34.62

13. Vavuniya 332 31 9.34 44 13.25 82 24.70 91 27.41 248 74.70 84 25.30

14. Mullativu 211 4 1.90 14 6.64 41 19.43 72 34.12 131 62.09 80 37.91

15. Batticaloa 954 50 5.24 116 12.16 245 25.68 275 28.83 686 71.91 268 28.09

16. Ampara 1570 54 3.44 129 8.22 348 22.17 523 33.31 1054 67.13 516 32.87

17. Trincomalee 829 39 4.70 58 7.00 157 18.94 260 31.36 514 62.00 315 38.00

18. Kurunegala 4464 173 3.88 295 6.61 915 20.50 1249 27.98 2632 58.96 1832 41.04

19. Puttalam 1833 77 4.20 167 9.11 422 23.02 529 28.86 1195 65.19 638 34.81

20. Anuradhapura 2257 71 3.15 154 6.82 374 16.57 660 29.24 1259 55.78 998 44.22

21. Polonnaruwa 1139 41 3.60 79 6.94 208 18.26 294 25.81 622 54.61 517 45.39

22. Badulla 2301 67 2.91 149 6.48 455 19.77 680 29.55 1351 58.71 950 41.29

23. Monaragala 1148 48 4.18 81 7.06 242 21.08 355 30.92 726 63.24 422 36.76

24. Ratnapura 2889 178 6.16 259 8.97 606 20.98 769 26.62 1812 62.72 1077 37.28

25. Kegalle 2025 63 3.11 144 7.11 400 19.75 587 28.99 1194 58.96 831 41.01

All Island 59472 3239 5.45 4973 8.36 12358 20.78 16958 28.51 37528 63.10 21044 35.38

Table 3  
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1.2.4	  Marks obtained according to the class intervals

	

Class Interval Frequency 
Frequency 
Percentage

Cumulative 
Frequency

Cumulative 
Frequency 
Percentage 

91 - 100 3 0.03 81240 100.00

81 - 90 194 0.24 81237 100.00

71 - 80 1821 2.24 81043 99.76

61 - 70 5431 6.69 79222 97.52

51 - 60 9538 11.74 73791 90.83

41 - 50 12945 15.93 64253 79.09

31 - 40 16351 20.13 51308 63.16

21 - 30 18016 22.18 34957 43.03

11 - 20 15107 18.60 16941 20.85

01 - 10 1824 2.25 1834 2.26

00 - 00 10 0.01 10 0.01
	

Table 4

According to the above table the number of candidates scoring from 31 - 40 is 16351. As a 
percentage it is 20.13%. The number scoring below 40 marks is 51308 and as a percentage 
it is 63.16%
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1.3 	 Analysis of Subject Achievement 

1.3.1	 Achievement in Paper I
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1.3.2  Selection of questions in paper II
 

How information can be elicited from this graph is 
illustrated by the following example.

	 According to the graph, majority of the applicants 
have attempted the Question No 01 in part a) and its 
percentage is 97% but Question No 10 in part b)  by 
few applicants. were selected and percentage is 16%.

Graph 2 (Prepared using the information collected from the form RD/16/02/AL)
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1.3.3  Scoring for the questions in paper II

 

G.C.E.(O.L.) Examination - 2013
21 - Economics - Paper II

Scoring for the questions (by calss interval)  
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1.3.4	 Achievement in Paper II 
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Part II  

2.   Information on questions and answers 

2.1   Question paper I and information on answers to paper I  

     2.1.1   Structure of the paper I
	 	 	 	     

Ú   Time is 02 hours.

Ú	 This multiple choice paper consisting of 50 questions. Each question has 5 choices. 
All questions are compulsory.

Ú	 Each question carries 02 marks amounting to the total of 100 marks
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2.1.2   Paper I
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2.1.3	 Expected answers and the marking scheme for Paper I

Marking Scheme - Paper I 

		
	 Question	 Answer	 Question	 Answer	 	
	 No.			   No.	 	 	
	

     	01.	 '''''''''	 26.	 '''''''''	

	 02.	 '''''''''	 27.	 '''''''''		

	 03.	 '''''''''	 28.	 '''''''''		

		 04.	 '''''''''	 29.	 '''''''''		

	 05.	 '''''''''	 30.	 '''''''''		

	 06.	 '''''''''	 31.	 '''''''''		

	 07.	 '''''''''	 32.	 '''''''''		

	 08.	 '''''''''	 33.	 '''''''''		

	 09.	 '''''''''	 34.	 '''''''''		

	 10.	 '''''''''	 35.	 '''''''''	

	 11.	 '''''''''	 36.	 '''''''''

	 12.	 '''''''''	 37.	 '''''''''

	 13.	 '''''''''	 38.	 '''''''''

	 14.	 '''''''''	 39.	 '''''''''

	 15.	 '''''''''		 40.	 '''''''''

	 16.	 '''''''''	 41.	 '''''''''

	 17.	 '''''''''	 42.	 '''''''''

	 18.	 '''''''''	 43.	 '''''''''

	 19.	 '''''''''	 44.	 '''''''''

	 20.	 '''''''''		 45.	 '''''''''

	 21.	 '''''''''		 46.	 '''''''''

	 22.	 '''''''''		 47.	 '''''''''

	 23.	 '''''''''		 48.	 '''''''''

	 24.	 '''''''''		 49.	 '''''''''

	 25.	 '''''''''		 50.	 '''''''''

3

4

3

5

3

4

1

1

2

2

3

5

3

3

4

4

2

2

2

1

2

1

2

1

2

5

1

2

3

5

5

5

4

5

2

4

2

1

1

3

3

2

2

5

5 

4

4

5

1

2

	      Each correct answer carries 02 marks, amounting the total to 100.
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2.1.4  Observations on the responses to Paper I (by subject area) : 
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2.1.5  Responses to the options in Paper I - as a percentage 

Question
Number

Correct 
Answer 

Percentage of students selecting each option
1 2 3 4 5 Missing 

1 5 10.78 7.17 8.50 10.33 62.83 0.33
2 1 61.11 10.83 13.83 10.28 3.83 0.11
3 2 10.17 57.67 9.72 10.33 11.89 0.22
4 3 6.33 4.94 81.33 5.28 1.83 0.28
5 5 44.288 6.28 33.33 3.06 12.83 0.22
6 5 21.39 4.61 4.11 12.72 56.61 0.56
7 5 24.44 3.06 14.89 4.50 52.67 0.44
8 4 7.06 18.17 17.89 44.33 12.06 0.50
9 5 13.06 10.50 20.72 13.78 41.61 0.33
10 2 17.44 65.50 3.67 5.50 7.72 0.17
11 4 2.00 3.33 34.33 50.67 9.44 0.22
12 2 11.28 30.56 36.06 11.06 10.83 0.22
13 1 33.50 26.56 9.78 11.33 18.28 0.56
14 1 38.22 27.00 10.44 8.83 15.17 0.33
15 3 8.11 10.33 36.94 15.06 28.28 1.28
16 3 61.28 7.67 19.61 2.89 8.17 0.39
17 2 8.22 52.56 15.89 12.11 9.94 1.28
18 2 23.39 43.11 6.00 6.28 21.06 0.17
19 5 24.78 29.28 16.39 14.22 15.11 0.22
20 5 11.33 32.22 10.00 5.94 39.89 0.61
21 4 6.07 8.17 32.72 48.06 4.00 0.28
22 4 11.50 22.61 10.06 47.44 7.56 0.83
23 5 12.00 12.94 11.94 15.33 46.89 0.89
24 1 57.06 6.44 11.50 19.72 4.28 1.00
25 2 5.67 30.72 22.17 24.94 16.06 0.44
26 3 18.06 21.72 29.00 25.33 5.17 0.72
27 4 11.17 63.83 4.78 12.67 7.06 0.50
28 3 14.22 10.00 40.78 23.50 10.83 0.67
29 5 22.78 24.06 21.89 16.56 13.83 0.89
30 3 10.50 10.00 50.78 5.78 22.33 0.61
31 4 18.94 16.11 33.61 14.00 15.83 1.50
32 1 13.22 42.72 25.78 8.22 9.44 0.61
33 1 38.72 8.94 11.78 33.72 6.28 0.56
34 2 2.33 13.00 11.72 47.83 24.44 0.67
35 2 7.72 43.78 14.44 18.94 14.39 0.72
36 3 13.83 35.50 21.83 20.28 7.28 1.28
37 5 11.06 46.61 20.00 4.22 17.50 0.61
38 3 13.28 8.78 60.33 6.83 10.17 0.61
39 3 12.28 15.11 32.22 23.94 14.17 2.28
40 4 4.89 9.17 8.56 71.56 5.00 0.83
41 4 10.72 24.11 11.50 31.78 21.17 0.72
42 2 8.67 57.00 15.44 9.11 8.94 0.83
43 2 7.44 71.28 9.72 3.39 7.72 0.44
44 2 12.67 36.00 13.06 25.78 11.56 0.94
45 1 37.72 15.17 19.11 13.72 13.44 0.83
46 2 21.78 36.06 9.11 14.50 17.56 1.00
47 1 27.33 27.33 10.44 9.44 4.78 0.67
48 2 25.11 29.11 20.00 10.33 14.94 0.50
49 1 41.67 14.78 16.78 17.28 8.22 1.28
50 2 19.50 49.06 10.28 13.44 7.33 0.39

*	 Under each question the percentage of selecting the correct option is shaded.
*	 'Missing' indicates the percentage of students selecting more than one option or none. 
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2.1.6	 Overall observations, conclusions and suggestions regarding the answers to Paper I :

 

Ú	 In overall for the multiple choice questions (Paper I) numbers 01, 02, 04, 10, 38, 40 and 43 
records the highest level of performance. Out of total candidates more than 60% obtained the 
correct answers for these questions.

Ú	 Out of total candidate only less than 40% enable to provide correct answers.

Ú   For the Question no s 05, 12, 13, 14, 15, 16, 19, 25, 26, 27, 29, 31, 32, 33, 34, 36, 37, 39, 41, 
44, 45, 46 and 48, out of total candidates only less than 40% enable to provide the correct 
answer. 

Ú	 The percentage of candidates who has chosen the correct choice for question no 05 
is 12.83%. The question was based on market equilibrium diagram through which the 
students were expected to identify the total amount that consumers who are willing to 
pay at the equilibrium level. But the students have opted for choices such as consumer 
surplus and the total expenditure at the equilibrium level. Thus there should be much 
focus on the concepts of consumer surplus, total amount which the consumers are willing 
to pay at the equilibrium level and the total expenditure at this level.

Ú	 The question no 12 was directed to identify the effect on the market equilibrium when the 
consumers were given a subsidy. 69% of the total candidates choosing a wrong answer depicts 
that the majority were unable to identify whether a consumer subsidy directly affects the demand 
or supply. Therefore the students were unable to decide its effect on the equilibrium price and 
the quantity.

Ú	 Question no 13 was directed to identify the distribution of consumer and producer surplus 
based on the demand and supply elasticity. Due to the limited knowledge on the subject 
area has caused 66% opting for the wrong choice. Thereby it is suggested to organize the 
teaching-learning methods to give a clear understanding on the above area.

Ú	 Question no 14 was aimed to identify the effect on the markets due to the government 
intervention to the market system. Here, 62% of the candidates were unable to identify the 
correct answer. Hence, the students should be given a clear understanding on the effect of the 
government intervention to the market system and the effects when there is no government 
intervention.

Ú	 Question no 16 was directed to analyze the relationship among variable inputs and marginal 
cost of a production firm. 80% of the candidates have failed in this question mainly due to 
lack of knowledge in calculating the change in marginal cost as a result of an increased in 
total cost due to change in total variable input cost. Thereby, it is important to give a clear 
understanding on the way how the marginal cost change when a change in the prices of 
variable inputs. 

Ú	 Question no 19 was directed to analyze the market performance based on the position of 
the demand curve of a firm. 85% of the candidates failed to answer this question as their 
limited knowledge to decide on the factors affecting the downward sloping demand curve 
of an industry and the horizontal demand curve of a firm operating in the industry.

Ú	 Question no 25 was designed to identify the ability to calculate the production gap based on 
the equilibrium production level of a basic economic system. 69% of the total candidates 
were unable to differentiate the concepts of actual production level from the expected 
production level (full employment and production level). Thus, the student’s ability to decide 
the equilibrium production level and the expected production level should be enhanced.
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Ú	 The question no 26 was to identify the factors that contribute to the difference between the 
gross domestic product and the gross domestic expenditure. Net exports is the difference 
between the gross domestic product and the gross domestic expenditure Accordingly only 
39% of the candidates have been able to decide that the value of the net exports may assume 
a positive or a   negative sign and the gross domestic product is greater than the gross 
domestic expenditure when net exports are negative. Therefore the students should be given 
the knowledge in calculating the difference between the gross domestic product and gross 
domestic expenditure when the value of net exports is a positive or a negative figure.

Ú	 The question no 27 was an exercise related to money creation of commercial banks. Only 
less than13% of the candidates had understood that money could be created when the 
commercial bank system consists of one bank. Hence the students should be made aware 
that a single bank in a banking system can also create money similar to a banking system 
comprising with more banks as well.   

Ú	 The question no 29 investigates how financial and state monetary policies could be used 
to increase investment while maintaining the price stability as a macroeconomic objective. 
Accordingly, the students should be made aware of the possibility of the use both financial 
and government monetary policies simultaneously in the opposite direction to each other. 
This will result in increase of aggregate demand caused by increase in the government 
investments, which can become a reason for price instability.

Ú	 The 31 question intends to investigate the ability of the students to analyze the components of the 
equation of quantity theory of money, MV=PY. The change in price levels and the gross national 
product based on the percentage change in the gross national production and the percentage 
change in the money stock has been accurately identified by only 14% of the candidates. As 
such the teaching-learning process should be organized so that the relationship between the 
components of the equation of the quantity theory of money is numerically emphasized with 
examples.

Ú	 By the question 32, the factors affecting the change in nominal gross domestic production 
at the current price levels within a given period of time are investigated.  For that a low 
percentage of students about 13% have correctly responded. According to the given data 87% 
of the candidates have failed to identify that decrease in the aggregate demand has caused to 
decrease in the production level. Subject matters should be taught so as to confirm that the 
relationship between the aggregate demand and the gross domestic product.

Ú	 The intention of the question no 35 was to investigate the knowledge of the students with 
regard to classification of taxes. 56% of the candidates had given incorrect responses here 
due to their inability to determine the classification of taxes based on the income and tax 
percentage.  Therefore class room teaching-learning process should be designed in order to 
enhance specific knowledge among the students about the classification of taxes based on tax 
percentage the personal income.

Ú	 Question 34 was about to investigate the knowledge on the welfare goods. 87% of the 
candidates have however been unable to decide that the consumption level below the optimum 
consumption level when under the market failure situations. The students’ should be made 
aware to categories the goods by considering the market failure situations and government 
intervention in such situations. 
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Ú	 The knowledge on determination of ratio of mutual beneficial trade was tested by the question 
no 36. Only 22% of the candidates had responded to that question correctly. Students should 
be made aware of the rate of mutually beneficial trade based on the opportunity cost.

Ú	 Question 37 was directed to test the knowledge on the dual record system on foreign 
transactions and trade balance in the balance of payment. By 82% of incorrect responses, 
it is clear that most of the students do not have the skill in recording them in the balance 
of payment. Therefore students’ knowledge on balance of payment transactions should be 
improved. 

Ú	 Question 39 was directed to measure the competency on the calculations of terms of trade. 
32% had selected the correct answer for that question. The competency of calculation of 
terms of trade as a result of change in exports and import prices should be enhanced.

Ú	 Question 41 was aimed at investigating the effect of use of foreign direct investments as a source 
of capital formations. 68% of the candidates fail in this question indicate that the majority of 
the candidates had not got this knowledge.  Hence the knowledge among the students on the 
benefits and costs of foreign direct investments should be broadened. 

Ú	 Question no 44 had been directed to investigate the knowledge and understanding of the 
students on the net investments and its determinant factors that affect on economic growth. 
Only 36% of the candidates enable to provide correct answer indicate that the understanding 
of the students of the above topic should be further developed.

Ú	 The question no 45 is with regard to the identification of the supply side policies. Only less 
than 38% being the percentage of the correct answer provided reveal that the competency 
is not with the majority of the students. Therefore development of the knowledge on the 
macroeconomic policies and its role on the economy should be directed in the teaching-
learning system.

Ú	 Question 46 referred to conclusions arrived at the distribution of income according to the 
classification of income groups. As 64% of the candidates did not display the competency 
and understanding on the relative income distribution, the knowledge on relative income 
distribution should be provided with the aid of statistics, diagrams and tables. 

Ú	 Question 48 had its focus on the understanding of the students on the development policies. 
What is revealed by the 71% of wrong responses is that the students’ knowledge is not 
sufficient to decide whether foreign aid or foreign trade is more suitable for development 
with reasons. Therefore students’ competency on a balanced analysis of foreign aid and 
foreign trade as development policies should be enhanced.
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2.2   Paper II and information on answers

    2.2.1   Structure of  the Paper II 

  Time is 3 hours.

  This paper consists of 2 parts 
      Part ‘a’ – 05 Descriptive questions
     Part ‘b’ – 05 Descriptive equestions

  05 questions should be answered selecting at least one from each part.  
  Each question carries 20 marks amounting to total 100 marks

  Final marks calculation :
	 	 Paper I 	 = 	 100           	 	
	 	 Paper II 	 = 	 100
  	 	 Final Marks 	 = 	 200 fi 2 	 = 	 100
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2.2.2	 Expected answers, marking scheme and observations and conclusions related to paper II
Ú	 The observations related to the answers for Paper II have been presented by the graphs 

2, 3, 4.1 and 4.2.
 

Question 1

Expected answer and the marking scheme 
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Overall observations and conclusions regarding the answers to Question 1 :
 

   

Although question 1 is compulsory, 98% have 
answered it. 100 marks have been allocated for 
this question. The percentages of candidates 
scoring within the following four intervals are:
	 00 - 25	 −	 30%
	 26 - 50	 −	 45% 
	 51 - 75	 −	 20%
	 76 - 100	 −	 5%

Scoring for the question

This question has 05 sub parts. Part (ii) 
has the lowest facility percentage and 
it was 10%.  Also, Meanwhile part (iii) 
has been the easiest question where the 
percentage is 47%.
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Ú 	The facility percentage for part I was 36%. Due to the inability to define the two concepts : capital 
and human capital the proficiency level was in a very low level. One of the factors that affected the 
low level of easiness was that to some students had defined only one concept. Therefore when the 
difference between the concepts are tested, the students should be given the competence to define 
both the concepts not being limited to it and present alternative differences.

Ú 	The facilitation of part II is a  low percentage as 10%. It is a question directed to investigate the 
ability to analyze the  relationship among specialization, division of labour  and  usage of money. 
Despite the students had the  ability to explain the three concepts of specialization, division of labour 
and the usage of  money, they did  not  have the competency to able to develop the relationship 
among them. Therefore the existence of 90% difficulty is disappointing. The students should be 
given the capability to describe that In explaining the answer that the specialization and division 
of labour are interconnected with trade, how money became useful to overcome difficulties in the 
barter system that people are led to the division of labour and specialization as a result and the 
explaining competence and creativity of the students should be developed.

Ú 	The part III, the most easiest part of the first question has been set to test the competence of  
differentiation between the market economic system and command economic system. Facilitation 
of this was 47%  and a question constantly tested in the past papers.  Therefore attention should be 
paid on the definite analysis among the economic systems of 47% is not encouraging.



- 30 -
G.C.E.(A.L.)Economics Evaluation Reports 2013 

 

Ú 	The conditions that should be fulfilled for the effective use of the scarce resources were  investigated 
by the part IV and it was 36%. With regards to this, the majority of the students had failed to note 
that the both conditions of the production efficiency and allocative efficiency should be fulfilled and 
the other two conditions i.e. total production and full employment are essential for the production 
efficiency. Therefore the  teaching-learning process should be improved highlighting the facts  related 
to the subject concepts.   

Ú 	The part V investigates the ability to explain the concepts relating to micro and  macroeconomics  
and their production possibility frontiers. The facilitation of this is 18%. It is not a satisfactory level 
as the usefulness of desized concepts and the PPF  to represent are useful in many places. Therefore, 
the proficiency level could be increased focusing on the students with difficulties at directing them 
for exercises.

Question 2

 



- 31 -
G.C.E.(A.L.)Economics Evaluation Reports 2013 



- 32 -
G.C.E.(A.L.)Economics Evaluation Reports 2013 

Overall observations and conclusions regarding the answers to Question 2 : 

   

Despite question 2 is compulsory only 97% have answered 
it. The mark allocated for this question is 100. The 
percentages of candidates scoring within the following 
four intervals are:
	 00 - 25	 −	 33%
	 26 - 50	 −	 46% 
	 51 - 75	 −	 18%
	 76 - 100	 −	 3%

Scoring for the question
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This question consisted of 05 sub parts. 
The lowest facilitation percentage was 32% 
which was for part v whereas the highest 
facilitation was for part (iii) which is 65%. 
The facilitation for parts (ii) and (iv) are 
55% and 62% respectively.

Ú	 The facility percentage for part i was 41%. This question inquired the function of the market 
price. The students were unable to explain the signaling function and the rationing function 
separately. Therefore the knowledge for descriptive explanations, the three functions of the 
market price that is signaling, rationing and motivation with examples.

Ú The factors that affect on  the supply of industrial goods instead of the supply of the good have been 
examined by the part ii. The facilitation of this part was 55%. Though some of the students has 
examined the factors that  affect on the supply of a good in general though the  non-price factors 
had been emphasizing questioned, the answer had been presented also with the price. The teaching-
learning process should be organized giving much emphasis on the possible differences of the factors   
affecting the supply accordingly to the nature of the goods.

Ú 	The part iii intends the development   the demand and the supply equations using the given 
information. The highest facilitation  in question no 02 is indicated by part. It is 65%. It is assumed 
that the students shows greater skill in formulating equations, drawing graphs and calculations 
using given information.
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Ú  Part iv is related to part ii. That is also a calculation part and the facilitation is 62%. It is recommended 
to further develop the skills of the students to solve problems using equations which will enable them 
to earn more marks.

Ú  The lowest facilitation part in this question is part v. It is  32%.  Though was able to develop the  
demand and supply equations, a difficulty in matching taxes to them is shown. There should be much 
practice on the part of the learner these areas which are not very difficult calculations.

Question 3
3.

Expected answer and the marking scheme
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Overall observations and conclusions regarding the answers to Question 3 : 

  

answered it. The total mark for the question is 100. 
The percentages scoring in the respective four ranges 
are:
	 00 - 25	 −	 49%
	 26 - 50	 −	 34% 
	 51 - 75	 −	 14%
	 76 - 100	 −	 3%

Scoring for the question  

This question   consist of 05 parts. 
The question with the lowest facility 
percentage was for part (ii) which is 
24%. The part with highest facilitation 
is (iv) for which the percentage was 
53%.
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Ú 	The facilitation for part I is 39%. This question has investigated how the diminishing returns law and the 
and returns to scale concept affect on the production cost. There has been a weakness in answering this 
question due to the inability to correctly understand the relationship between the short run and long run in 
the production theory and also the relationship between the productivity and costs. Specially it is recom-
mended that the relationship between the productivity and cost should be emphasized using  production  
and cost curves.

Ú  	The part ii is the least facilitation part in the question 02. It is 24 in percentage. It shows that the student 
has not been able to correctly understand this question which investigates the marginal cost of a firm and 
the supply curve of the industry. There had been a failure in understanding supply curve of a firm and 
variable costs through the difference between the firm and the industry had been identified. At the same 
time, knowledge should be imparted so that so that the supply curve of a company which rests below the  
minimum general variable cost is similar to the  firm’s supply curve and that the industry supply curve is 
the horizontal summation of the supply curves of individual firms.

Ú	 Facilitation for part ii is 45%. This question measures the understanding between the supply 
curve of the industry and the supply curve of the firm in a perfectly competitive industry. Though 
the shape of the supply curve of a firm and the reasons for that had been known, the difficulty 
had been because of the supply curve of an industry and the reasons for that are unknown. As in 
the previous part (i.e. part ii) presenting the relationship among the firm and the industry and the 
market in teaching, these weakness could be minimized.
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Ú  	Part iv) has the highest facility percentage from this question which was 53%. A mathematical answer 
was expected from this part. This is the  part which has been the most successful within the question. The 
mistakes can be easily overcome by training the students on the calculation on the profit, loss, cost and 
revenue. 

Ú	 Facilitation of  the part v) was 44%. This question examines the concepts behind  equating marginal rev-
enue and marginal costs in calculate the profit maximizing point and the reason for the condition MC=P for 
perfectly competitive firms. In most of the cases, the first part is answered by the students but the proceed-
ing questions are being neglected which may be the reason behind the low marks earned by the students 
although the calculations are easy. Keeping the students involved in exercises of answering the students 
could be supported to rectify these weaknesses.

Question 4

Expected answer and the marking scheme
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Overall observations and conclusions regarding the answers to Question 4 :   
 

    

Notwithstanding that question 4 is 
compulsory, the percentage answering it is 
36%. The question carries 20 marks. The 
percentages scoring within the following four 
intervals are:
	 00 - 05	 −	 59%
	 06 - 10	 −	 26% 
	 11 - 15	 −	 12%
	 16 - 20	 −	 3%

Scoring for the question 

  

This question consists of 7 subparts. 
Parts (i) and (ii) records the lowest 
facilitation which is 20%. The 
highest facilitation is recorded for 
part (iv) (a) which is 66%.

Parts and sub parts of question 4
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Ú	 Part (i) was directed to test the knowledge on definitions and factors of change in stocks as a 
component of investment expenditure. The facilitation of this was 20%. Candidates have been 
unable to identify that change in stock is the difference between the value of stocks at the beginning 
of the year and the year end and consists the value of raw materials, processing  stocks and finished 
goods stocks. It should also be stressed that change in stocks should be accounted as an investment 
expenditure since gross domestic product is inclusive of all productive manufactures and that gross 
domestic product is under-valued due to left-over stocks out of the finished goods.  

Ú	 Facility percentage of part (ii) was 20%. Majority of the candidates have not identified that interest 
paid for government loans are considered as an expenditure in the form of a transfer. It is also 
important to educate the student to exclude the interest paid for government loans when the total 
product is calculated since it is not an expenditure borne to purchase the total product of the 
respective year.

Ú	 Part (iii) also records a lower facility percentage which is 21%. This was directed to test the ability 
of the candidates to explain using the symbols in national accounting that if a country is having a 
higher expenditure that its national income, the excess expenditure is equal to the balance of the 
trade account. Majority has been unable to explain that trade balance is equal to the net exports 
and when the national expenditure is higher than the national income, the net exports should take a 
negative figure.  
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Ú	 Part (iv) was focused on calculating the  national accounting figures using a given set of data. It 
consisted of 3 sub-parts which recorded different levels of facilitation.

	 a)	 Facility percentage was 44%. Tested the ability of calculating the government purchases using 
budget deficit and tax income calculated using a given set of data. A difficulty of 56% was 
noticed.

	 b)	 Facility percentage was 66%. The majority has been able to calculate the savings using the 
difference between disposable income and consumption.

	 c)	 Facility percentage was 29%. Although the question was directed to calculate the value of vari-
ous components of national accounting using the equilibrium condition, a difficulty level of 
71% was recorded for this part. Thus, it is suggested to develop the skills in calculating various 
concepts related to national accounting using a give set of data.  

Ú 	Facility   percentage of Part v was 45%. Especially it is important to define the term “Hidden 
Economy”, explain the economic activities that falls under that concept using examples and to 
explain that people’s attitudes and legal framework of the economy may effect this. It is also 
essential to educate about the plausible steps that can be taken from a government to minimize or 
eliminate such type of activities.  

Question 5

Expected answer and the marking scheme 



- 42 -
G.C.E.(A.L.)Economics Evaluation Reports 2013 



- 43 -
G.C.E.(A.L.)Economics Evaluation Reports 2013 
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Overall observations and conclusions regarding the answers to Question 5 : 

  

The question carries 20 marks. The percentages 
scoring within the following four intervals are:
	 00 - 05	 −	 46%
	 06 - 10	 −	 27% 
	 11 - 15	 −	 22%
	 16 - 20	 −	 5%

Scoring for the question 

  

	 This question include 4 parts and 
section iv is devided into sub part 
(a) and (b). Highest facilitation of 
this question is iv a and it has 67% 
facilitation. 

	 Lowest facifitation is part II and 18% 
is the facifitation of it. 
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Ú	 The facility percentage for part (i) is 37%. The question was directed to test the knowledge on the 
multiplier effect on investment expenditure. The multiplier effect takes place in several rounds 
and that investment multiplier can be calculated using the percentage difference between the ratio 
of the real production and investment expenditure. Additionally, it was noticed that students were 
unable to decide that the value of the multiplier depends on the marginal propensity to save (in the 
marginal withdrawal ratio) and thus the teaching-learning system should be developed to enhance 
this knowledge.  

Ú	 The facility percentage for part (ii) is 18% and is the hardest part in question no 05. The knowledge 
in depicting this relationship using a diagram (Y=E) should be enhanced to test the inflation and 
deflation gap arises due to the difference between the full employment level of output and the 
aggregate expenditure (demand). The knowledge in depicting this relationship using a diagram 
(Y=E) of the candidates should be enhanced.  

Ú	 The facility percentage for part (iii) is 28%. The question was to test the two approaches of calculating 
the equilibrium output, i.e. using the Income=Expenditure approach and Withdrawals=Injections 
approach. It should be made aware that if the equilibrium level of output is higher than the full 
employment level it may cause an inflationary effect where if it is lower than the full employment 
level it will cause an unemployment situation.  When the aggregate demand is equal to the expected 
production level it will not cause an inflationary situation or an unemployment situation. It is 
suggested that students should be taught to display these relationship using Y=E diagram. 

Ú	 Part (iv) consists of two subparts as a and b where the facility percentage of part a is 67%. It was 
directed to test the skill of calculating the government spending multiplier and the tax multiplier 
using given set of macroeconomic data. It is noted that the majority of the candidates have had the 
skill on the above area and suggested to further improve that skill. 

	 The facility percentage of part b is 43% where the question was directed to test to what extent 
that increase in government expenditure or reduction in the tax is needed to achieve the full 
employment output level. Therefore, students should be made aware about how to calculate output 
gap, expenditure multiplier and tax multiplier in order to determine the above mentioned aspect. 

Question 6
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Expected answer and the marking scheme 
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Overall observations and conclusions regarding the answers to Question 6 :

   

About 69% have selected question 6. The question 
carries 20 marks. Given below are the percentages 
scoring within the four selected intervals:
	 00 - 05	 −	 58%
	 06 - 10	 −	 28% 
	 11 - 15	 −	 12%
	 16 - 20	 −	 2%

Scoring for the question 

	  

	 This question comprises 5 parts and 
part (iv) comprises two sub parts. part 
(v) has maximum facifitation but it is 
limited 38%. Lowest facification has 
part (iv) (a) and it is 10% only. part 
(b) has next lowest facifitation of sub 
part. it is 15% facifitation of other 3 
parts is between 28%-35% and it is 
varied. 
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Ú	 Part I - Aimed at testing the knowledge of the candidates on defining the high powered money and 
how the central bank creates high powered money. The facility percentage was 30%. Although the 
students were able to define the composition of high powered money, they are not that familiar with 
how banks create money. The teaching-learning system should be organized to teach the money 
creation process and the functions of a central bank.   

Ú	 Part II - The facility percentage of this question is 28% where it was directed to test the knowledge 
on determinants of the money supply of an economy. Although the candidates could have answered 
by having a basic knowledge on the determinants of the money supply, the facilitation was very low 
due to the fact of having a low level of subject knowledge in this area.  

Ú	 Part III - This question recorded a higher facility percentage which was 35%. It is noted that success 
rate can be increased by referring to past paper questions since similar type of questions were 
included in the previous years.
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Ú	 Part IV - This consisted of two parts as a and b and records the lowest facility percentage 

	 It is clear that, although the students are able to calculate the money creation using given data, the 
concept of money multiplier is new to them.  

	 It is also noted that although the candidates have the knowledge on expansionary effect of increased 
money deposits, the knowledge on the expansionary effect of a purchase of treasury bonds from the 
commercial banks is not sufficient. Thus, the candidates should be engaged in exercises which will 
enhance the knowledge on the effect of purchase and repurchase activities of treasury bills on the 
money supply. 

Ú	 It is also clear that, although the candidates have the knowledge in expansionary effect of increase 
in money deposits, the knowledge in the expansionary effect on the money supply as result of 
purchasing of treasury bonds by the Central Bank and commercial banks is not sufficient. Thus, 
the candidates should be engaged in exercises which will enhance the knowledge on the effect of 
purchase and repurchase activities of treasury bills on the money supply by the Central Bank and 
commercial banks.

Ú	 Part V - This records the highest facilitation among the parts of the question which is 38%. The 
question is not a complex one and can be answered with basic knowledge on economics. It is 
highlighted that the candidates have not paid their attention on the subject matters. It is suggested 
to organize the class room teaching activities which will direct the students to more exercises.

Question 7

Expected answer and the marking scheme  
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Overall observations and conclusions regarding the answers to Question 7 :

   

Majority of the candidates have chosen this question 
for which the percentage is 85%.  (refer the graph 
no 1.2.3) A total of 20 marks is allocated for this 
question.
	 00 - 05	 −	 40%
	 06 - 10	 −	 27% 
	 11 - 15	 −	 22%
	 16 - 20	 −	 11%

Scoring for the question 

   

This question consist of 5 subparts of 
which the part (iv) has been recorded as the 
easiest question among the rest where the 
facility percentage was 62%. The lowest 
facility percentage is for part (ii) which is 
28%. The facilitation of parts (i), (iii) and 
(v) are 45%, 42% and 33% respectively. 
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Ú	 The facility percentage for part i is 45%. The aim of the question was to test the knowledge of the candidates 
on the forms of market failure due to inefficient resource allocation. This question is not a difficult one and 
can be answered by having a general knowledge on the subject matter. Self-leaning skills of the candidates 
should be developed.   

Ú	 Facilitation for part ii is 28% which records the lowest facilitation among the parts of this question. The 
question tests the practical applications of the theoretical knowledge. Accordingly, the candidates have 
failed to apply the theories learnt in practical application leading to the lowest facilitation. Hence, it is 
important to incorporate the practical application of various theoretical areas in teaching, learning sys-
tem.    

Ú	 Facility percentage of part iii is 42%. This is not a question having difficult issues. Thus the candidates 
having an organized way of learning could have answered using the memory. The class room activities 
should be organized to refresh the knowledge of the students in these areas very often.

Ú	 Part iv records the highest facility percentage in this question which is 62%. Although it is a question 
which could be answered using the fundamentals of the subject, the fact that the considerable percentage 
failing depicts that the subject knowledge of the candidates in this area is not sufficient. The teaching-
learning system should be organized to update the knowledge regularly.

Ú	 Part v records the lowest facilitation which is 33%. It was directed to test the knowledge on reducing 
the income inequality through government monetary policies, which is considered to be answered by 
memory. However, due to the lack of ability of the students to identify the government monetary policy 
has caused this lower facilitation. The teaching-learning system should be organized to demonstrate the 
government monetary policy and its uses.

Question 8

Expected answer and the marking scheme
8.	 (i)	 -	 Numerical example :

output per worker per day
Commodity US India

Wheat 8 4
Cloth 4 3

	 -	 One country is said to have absolute advantage over the second country in production of a 
commodity, say wheat, if the first country can produce more wheat using a given quantity of 
inputs than can the other. 

	 	 -	 In the example given above, the United States has an absolute advantage greater productivity 
– in producing both wheat and cloth. One worker can produce more of either goods in the US 
than in India. 	 	 	 	 	 	 	 	         (02 mxrks) 

	 -	 One country has a comparative advantage over another in the production of one commodity 
if its opportunity cost of producing that commodity is less than another’s.
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	 (ii)	 -    	 Factor abundance
	 	 -	 Productivity differences
	 	 -	 Economies of scale
	 	 -	 Technological changes and innovations
		  -	 Location
	 	 -	 Product life cycles
		  -	 Governmment policies				              (01 mark each for any 4 factors)

	 (iii) 	 - 	 Since World War II, barriers to international trade have been reduce significantly. In reducing 
these barriers, countries have taken two approaches: (a) trade negotiations on a global basis 
and (b) formation of regional trading blocks.

	 	 -	 Since WWII, eight rounds of international trade negotiations have been conducted under 
GATT (General Agreement on Tariffs and Trade). Each of these rounds resulted in reduc-
tions in tariff rates. The Uruguay Round negotiations started in 1986 and concluded in 
1993. It was more comprehensive than past agreements and covers trade in services as well 
as trade in goods. It also covers trade-related intellectual property rights and trade-related 
investment. Under this agreement many tariff and non tariff barriers will be reduced or 
eliminated.

	 	 -	 Rather than relying entirely on the global approach, many countries have formed regional 
trading blocks. They have agreed to reduce or eliminate trade barriers among themselves 
while maintaining barriers against countries outside the block. i.e. North American free 
Trade Area (NAFTA), The European union (EU), SAPTA.

	 	 -	 Formation of regional trading agreements are relatively easy as compared to global agree-
ments which take many years to reach an agreement. It is easier for a small group of neigh-
bouring countries to with similar concerns and cultures to agree on market opening in par-
ticular area than to reach agreement in a wider forum such as WTO

	 	 -	 They can also offer new approaches to rule-making and so act as stepping stones to a global 
level agreements.

	 	 -	 Regional agreement make it harder for countries outside the region to trade with those inside 
and may discourage further opening up of markets, ultimately limiting growth prospects for 
all. Morover broad based multilateral agreements with more players and more sectors, will 
offer greater potential for mutual gain than limited bilateral or regional deals.

(04 marks)

	 (iv)  Advantages:
	 	 	 As there is an automatic adjustment mechanism in balance of payments under a freely fluc-

tuating exchange rate system, the authorities can pursue independent domestic policies to 
achieve internal economic objectives; Monetary policy can be completely independent of 
external influences.

	 	 -	 Country has no need to hold large official reserves of foreign currencies; resources which 
would be otherwise tied up in the reserves can be used more productively elsewhere. 

	 	 -	 Correctly valued exchange rates are necessary if the world resources are to be efficiently 
allocated between competing uses.

(01 mark each for any two reasons)
	 	 Disadvantages
	 	 -	 Floating exchange rates increase business uncertainty and lead to less specialization, trade 

and investment than would otherwise take place.
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	 	 -	 Floating exchange rate promotes an increase in currency speculation with all its destabiliz-
ing effects.

	 	 -	 In a floating exchange rate system, no such discipline exists to make a country to reduce its 
inflation rate.  

(01 mark each for any two reasons)

	 (v)	 	 Year	 	 Cost of Imports ($ million)	 Export Earnings ($ million)
	 	 	 2008	 	 14,091	 	 	 	 8111
	 	 	 2009	 	 10,207	 	 	 	 7085
	 	 	 2010	 	 13,451	 	 	 	 8626
	 	 	 2011	 	 20,296	 	 	 	 10,559
	 	 	 2012	 	 19,183	 	 	 	 9773
	 	 	 (Correct data for at least one year: Imports – 01 mark; Exports 01 mark)
	
	 	 	 There are several reasons for the large deficit in trade balance.
	 	 -	 The slow growth in export earning as compared to the  rapid increase in the cost of imports. 

In 2011, cost of imports increased by 51% as compared to 2010, but export earnings in-
creased only by 22%.

	 	 -	 The demand for Sri Lankan exports has been discouraged mainly due global recession.

	 	 -	 One of the main reasons for the rapid increase in the cost of imports was the increase in the 
volume of imported capital goods owing to heavy public investment programmer on infra-
structure development.

	 	 -	 Maintenance of an overvalued exchange rate.

	 	 -	 The sluggish growth is export earnings is partly due to the lack of diversification in the 
country’s export structure.

(01 mark each for any two reasons; total marks:02)

Overall observations and conclusions regarding the answers to Question 8 :

   

44% of the candidates have chosen this question 
(Refer the graph no 1.2.3) for which a total of 
20 marks is being allocated of which selected 
intervals:

54% , 28%, 13%, and 02% of the candidates have 
earned marks between the range of 0-5 marks, 6-10 
marks, 11-15 marks and 16-20 marks respectively.

Scoring for the question 
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This question consists of 5 sub parts of 
which the part (i) has been the easiest 
question among the rest of which the facility 
percentage was 57%. Part (v) records the 
lowest facilitation which was 13%. Part 
(iii) records a facility percentage of 17%.  
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Ú 	The facility percentage of part i is 57% through which the ability to analyze the absolute and comparative 
advantage using examples was tested. It is noted that 43% of the candidates did not have the required 
skill, hence failed to answer this question correctly. Thus is suggested to organize the teaching-learning 
system to improve the skills of the students to especially increase the ability to analyze the absolute and 
comparative advantage in production using numeric examples.

    
Ú 	Part ii was on examining the determinants of trends in international trade of which the facility 

percentage was 35%. The question is to examine the trends in international trade based on the absolute 
and comparative advantage. However the candidates seem not having the required skill to understand 
these trends, which is clearly demonstrated by the failure rate of 65%.

    
Ú 	Part iii examined the global and regional approaches to eliminate the barriers in international trade and 

to state the differences among the two approaches. The facility percentage for this question is 17%. This 
depicts that 83% of the candidates does not have the knowledge on the above subject area. Thus the 
teaching-learning system should be organized to describe, differentiate and also increase the knowledge 
on global and regional approaches in eliminating the barriers to international trade.

    
Ú 	Part iv was aimed to examine pros and cons of the flexible foreign exchange rate system. The facil-

ity percentage of this question was 29% which is not satisfactory. Majority of the candidates did not 
have the required understanding and the knowledge in this area. Thus the teaching system should be 
organized to increase the student understanding on pros and cons of the flexible foreign exchange rate 
system.

    
Ú	 Part v examines the current trends in exports and imports of Sri Lanka and analyzes the reasons for 

the current trade deficit in Sri Lanka. The facilitation for this part was 13% and 87% of the students 
recorded a difficulty in answering the question as a result of poor knowledge in the current trends in 
exports and imports in Sri Lanka. Hence the knowledge in expanding trade deficit in Sri Lanka and the 
causes for it should be explained to the students.

Question 9

Expected answer and the marking scheme

09.	 (i)	 -	 Economic growth is the sustained increase in the productive capacity (potential output) of 
the economy.

	 	 -	 Economic growth is a narrower concept than development. It is an increase in a country’s 
real level of national  output which can be caused by an increase in the quality of resources, 
increase in the quantity of resources & improvements in technology. Economic Growth can 
be measured by an increase in a country’s GDP.
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	 	 -	 Development is a normative concept. It means an increase in living standards, improvement 
in self-esteem needs and freedom from oppression as well as a greater choice.  A better qual-
ity of life calls for higher incomes; but it involves much more.

	 	 -	 True development is shown by evidence of improvements along many dimensions, not only 
a few. Measuring it adequately requires multiple indicators, which need not be combined in 
a single index.

	 	 -	 Economic Growth does not take into account the depletion of natural resources which might 
lead to pollution, congestion and disease. Development however is concerned with sustain-
ability which means meeting the needs of the present without compromising future needs.

	 	 -	 Economic growth is necessary but not a sufficient condition for development. 	 	
(02 marks each for any three reasons and total marks; 05) 

	 (ii)	 -	 Determinants of productivity :
	 	 -	 Labour quality : Education, vocational training experience
	 	 -	 Technology
	 	 -	 Innovations : Research and development
		  -	 Capital investment
	 	 -	 Financial market development
		  -	 Natural resources
	 	 -	 Infrastructure
	 	 -	 Regulations
	 	 -	 Attitudes

	 (iii)	 -	 Sri Lanka has the highest level of human development among the gigth SAARC countries. 
The 2013 Human Development Report shows that with an HDI of 0.715 in 2012, Sri Lanka 
ranked 92 out of 187 countries. Sri Lanka has already achieved the MDG on poverty, well 
before the 2015 deadline. Based on the national poverty lines, the incidence has declined 
from  26.1% in 1990/91 to 8.9% in 2009/10.

	 	 -	 Despite these national  level achievements, there are significant disparities across provinces, 
districts and sectors. Regional differences in poverty is still prevalent in some districts, es-
pecially those affected by conflict or with large estate population despite the overall national 
decline. In the Baticaloa district, poverty in Ampara district rose from 10.9% in 2006/07 to 
11.8% in 2009/10.

	 	 -	 As usual the western province is   contributing around 44% to GDP but contrary to the 
Northern Province is contributing only 4% and the Uva province’s cintribution to GDP is 
also very low at 5% followed by North Central.

	 	 -	 There are significant differences in infrastructure facilities. In the estate sector 23% of the 
household do not have access to electricity and 40% of the households do not get safe drink-
ing water.

	 	 -	 The disparity in access to Upper secondary education was greater on estates, where only 
54% of children were enrolled, compared to 86% and 81% for urban and rural sectors 
respectively.                  (02 marks each for any explanation and maximum marks : 05)

	
	 (iv)	 -	 It is a transition from undesirable state of slow growth of population where mortality and 

fertility rates are high to a desirable state of slow population growth with low fertility and 
mortality levels.

	 	 -	 The age structure of population has changed from a pyramid shape to a cylindrical shape 
indicating an increase in old age population as compared to the child population.
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	 	 -	 The population in the age group of 60 and above is 11% at present and expected to increase 
16% in 2020 and 29% in 2050.

	 	 -	 There is a decreasing trend for the population in the age group 25-54 which comprises a 
major portion of the labour  force.

	 	 -	 Give their higher life expectancy, female will live longer than males to advanced ages. This 
is clearly evident where one looks at the sex ratio at advanced ages. It suggests that there 
will be more widowed women in the old ages. 

(01 mark each for any two characteristics and total marks : 02)
	

	 	 -	 There are important economic implications of demographic transition : The burden of the 
retirement benefits on the employers would be very heavy. The increase in the recurrent 
expenditure of the government would be major threat to the allocation of funds for funds for 
public investment. This could have an adverse effect on economic growth of the country.

	 	 -	 Government will have to bear a heavy cost to maintain the old age population (health ser-
vice etc.)

	 	 -	 Domestic savings could be affected adversely as the old age population will try to maintain 
their consumption flow using their past savings. 

	 	 -	 He increase in dependency ratio would impose an extra burden on the incomes of working 
population. This will also contribute to reduce the level of savings in the economy.

	 	 -	 The decline in fertility rate could cause a reduction in labour force. This can adversely affect 
the labour force.

	 	 -	 Physical infrastructure in education will not be required as thee number of children below 
15 years of age will decrease. These resources can be diverted to improve the quality of 
education.

Overall observations and conclusions regarding the answers to Question 9 :   

    

44% of the candidates have answered this question. 
(refer the graph no 1.3.2) 20 marks is allocated for 
this question out of which 75%, 18%, 6% and 1% 
has earned marks between the range of 0-5, -10, 11-
15 and 16-20 respectively. 

Scoring for the question 
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This question consists of 4 subparts of which 
part (i) is recorded the easiest question. Its 
facility percentage is 27%. The question 
recording the lowest facility percentage 
is part (iv) which records a facilitation of 
13%. Considering all the questions, this 
question is one of the questions having 
lowest facilitation.
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Ú	 The facility percentage of part i is 27% through which the ability of critical analysis on the difference 
between the concepts of economic growth and development was tested through this question. The 
fact of 73% difficulty rate being recorded for this part demonstrates that the students lack the 
knowledge on the above subject area. Thus the student skill on critically analyzing the differences 
and inter-relationships in economic growth, economic development and development should be 
enhanced.

    
Ú 	 Part ii examines the determinants of a country’s productivity level. The success rate at this question 

is 20% where the majority of the candidates have failed to give the correct answer due to the inability 
of explaining the determinants of productivity level using various new approaches. Thus students’ 
skill on explaining the determinants of productivity levels using current information should be 
developed.

Ú 	 Part iii test the knowledge on national, provincial and sectorial analysis and comparison of the 
current performance of the Sri Lankan human development goals. The facility percentage is 16% 
which demonstrate that the candidates lack the knowledge on data and statistics on the above subject 
area. Thus the teaching-learning system should be organized to develop the skill required for the 
above analysis.

Ú 	 Part iv is on describing the significant characteristics of demographic transition in Sri Lanka for 
which the facility percentage is 13%. The majority of the candidates have failed in this question 
due to not being updated on the social changes of Sri Lanka. Therefore, teaching-learning system 
should be organized to provide the understanding about the current status of the social change in Sri 
Lanka.

Question 10 
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Expected answer and the marking scheme 
10.	(i)	 	 Trends in savings-investment gap :
	  

Savings - investment Gap
Percentage of (GDP)

Year
Savings

Investment
Domestic Savings 

investment gap Domestic National
2010 19.3 25.4 27.6 -8.3
2011 15.4 22.0 30.0 -14.6
2014 17.0 24.0 30.6 -13.7

10	 (ii)	 -	 To attain higher economic growth, Sri Lanka needs to enhance the level of national 
savings and investment over the medium to long term. With the economy expected to 
reach a level of over US $ 4,000 per capita before 2016, gross investment needs to rise 
to above 33% of GDP, from the current level of around 30% of GDP. (02 marks)

	 	 -	 At present the savings-investment gap in Sri Lanka is negative and remains around 
7-8% of GDP. (In year 2012, national savings were 24% of GDP and investment was 
30.6%). (01 mark)

	 	 -	 The negative saving-investment gap is reflected on the balance of payments of the 
country as a deficit in the current account. The financing of the current account deficit 
would result increase in external debt and/or decrease in external assets.

	 	 -	 Large inflows of external financing could party bridge the savings investment gap, 
although, such inflows may lead to an appreciation of the domestic currency, eroding 
external competitiveness, thereby.

	 	 -	 Increase in external debt service payments could be an additional burden on the govern-
ment budget and marks it difficult to achieve fiscal target of 5% budget deficit.

	 	 -	 Given the resource constraints facing the public sector, further increase in the level of 
investment from the current level of 30% of GDP to 33% of GDP may not be possible 
from the government. The local and foreign private investment need to be encourage by 
providing a conducive investment climate in the country. 

	 	 	 		 	 	 	 	 	    (02 marks each and total marks : 06)

	 (iii)	 -	 Tourism sector in Sri Lanka is expected to play a very important rolein the country’s 
economy in the coming years. Sri Lanka expects 2.5 million tourist arrivals in 2016. 
There are number of challenges Sri Lanka may encounter in developing this sector.

	 	 -	 We have to create an environment in the country that is conducive for tourism. Sri 
Lanka needs to develop its image in the major western markets. The global perception 
matters a lot for a country when it is expected to become a major tourism destination.
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	 	 -	 There is an urgent need for a clear, market driven tourism strategy that directs the future 
marketing and development of key tourism attractions towards greater diversification 
and market expansion. The existing approach is primarily supply driven and does not 
give due recognition to demand trends. 

	 	 -	 The room capacity available at present is inadequate to meet the future needs. Accord-
ing to statistics available, if we consider the average stay of a tourist as six nights then 
there will be a requirement of 40,000 rooms to cater to the demands of two and a half 
million tourists. With a combined total of 22,000 rooms already across the formal and 
informal sectors, the country requires an additional 18,000 rooms.

	 	 -	 To build 18,000 rooms you need at least US$ 1.5 billion and need to attract new 
investors.

	 	 -	 A substantial government investment would be required to make tourism areas and 
attractions more accessible and appealing to a wider range of potential tourist segments, 
i.e. road and railway development and upgrading, airstrip improvements etc.

	 	 -	 There is an urgent need to have trained and skilled manpower with high quality and 
good customer-care attitudes within a short time period. (05 marks)

	 (iv)	 -	 Recently the terms “governance” and  “good governance” are being increasingly used 
in development literature. Bad governance is being increasingly regarded as one of the 
root causes of all evil within our societies. Major donors and international financial 
institutions are increasingly basing their aid and loans on the condition that reforms that 
ensure “good governance” are undertaken.

	 	 -	 Governance means : the process of decision-making and the process by which decisions 
are implemented (or not implemented). Governance can be used in several contexts 
such as corporate governance, international governance, national governance and local 
governance.

	 	 -	 Good governance has 8 major characteristics. It is participatory, consensus oriented, 
accountable, transparent, responsive, effective and efficient, equitable and inclusive and 
follows the rule of law. It assures that corruption is minimized, the views of minorities 
are taken into account and that the voices of the most vulnerable in society are heard in 
decision-making. It is also responsive to the present and future needs of society.

	 	 -	 Good governance is a precondition for economic development. The quality of governance 
plays a vital role in the economic development of countries. The management of 
public finance is one clear area where governance is of paramount importance. Fiscal 
consolidation or bringing down budget deficit to reasonable level is vita for a poor 
country to avoid inflation, find resources for development needs and social welfare 
expenditure on priority basis.

	 	 -	 Apart from the public finances, there are other important areas of economics activity that 
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is affected by poor governance. Foreign investment is one of them, Foreign investors 
are often discouraged by official who demand bribes to permit foreign investment in 
various vital sectors where foreign investment is needed.

	 	 -	 The enforcement of the rule of law and protection of property rights and fundamental 
rights of citizens have an important bearing on economic development. 

(02 marks for any reason and total marks : 05)

Overall observations and conclusions regarding the answers to Question 10 : 

  

The question no 10 is the one which only  a minor-
ity of the candidates have chosen to answer. (refer 
graph no 1.2.3) which is 16%. 20 marks is allocated 
for this question out of which selected intervals:
	 00 - 05	 −	 88%
	 06 - 10	 −	 9% 
	 11 - 15	 −	 2%
	 16 - 20	 −	 1% 

Scoring for the question 

  

The question consists of 4 subparts of 
which part (ii) has been recorded as the 
most difficult part. The facility percentage 
of this part is 08%. The subpart with the 
highest facility percentage is part (iii) 
which records a facilitation of 31%. Part 
(i) and (iv) is among the parts with lower 
facilitation which is 09%. This question 
records a lower facilitation in considering 
the overall situation.
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Ú	 The facility percentage for part i is 9% which is lower. One reason for this could be due to not knowing 
economic situation for past years. It is also noted that the candidates prefer not choosing questions 
requiring data and statistics.

    

Ú 	Part ii of the question records the lowest facilitation which is 08%. The question aims to test the analytical 
skill using the current savings-investment gap but the candidates seem to fail in answering the question. 
The teaching-learning system should be organized to enable the students to engage in analytical mind 
set.

    

Ú 	Part iii is the subpart which records the highest facilitation which is of 31%. It is noted that the candidates 
are having a good understanding on the tourism industry which may be due to the high government 
attention on tourism industry. The success rate for such questions can be increased by motivating the 
students to engage un information searching. 

    

Ú 	The facilitation for part iv is 9% which could have been due to the fact that concepts such as good-
governance / governing being new to the candidates. The success rates could be increased by organizing 
the teaching-learning system to motivate the candidates to engage in extra-reading.
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˚˚˚  Parts 

3'0	 Important notes and suggestions on answering :

3'1'	  Important notes on answering

 

 Common Instructions

 Ú	 General instructions should be read and well understood. That is in the selection of 
questions, the number of questions  to be answered from each part,  compulsory questions, 
and the time allocation under each section should be taken into careful consideration 
and questions should be selected after having well-read and clearly understood.

 Ú	 Only one choice should be selected in answering the 1st paper and a clear cross (X) should 
be marked on the answer sheet. 

 Ú	 In answering the questions in paper 2 every question should begin in a new page.  

 Ú	 Should write clear and legible answers. 

 Ú	 Index number of the candidate should be written in each relevant place in each page.

 Ú	 Question numbers and numbers of  sub parts should be written correctly. 

 Ú	 Lengthy descriptions should not be included when specific short answers are expected and 
vice versa. 

 Ú	 Facts should be analytically and logically presented depending on the nature of the question 
provided.

 Ú	 Red and green coloured pens should not be used when answering.

 Ú	 Time should be managed according to the time available and the amount of marks offered 
for each question.

	


