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1.  Using the data in Extract B, calculate, to two decimal places, the amount of money the 

government is spending on each home to protect it from flooding and coastal erosion. 

[2 marks] 

Calculation:      £2,600,000,000   =  £433,333,333.33 per annum 

                               6 years 

                        £4333,333,333.33    =  £1,444.44 per home 

                             300,0000 

Note:  The candidate must include the pound sign for the full 2 marks. 

 

Response 

 

Marks 

For the correct answer (£1,444.44) with the £ sign and to two 

decimal places 

2 marks 

For a correct answer (£1,444.44) but without the £ sign and/or not 

to one decimal place. 

 

1 mark 
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2.  Explain how the data in Extract B, Figure 1, show that there are positive externalities associated 

with flood defence spending. 

[4 marks] 

Response: Mark 

• Includes evidence that shows that there are positive 

externalities associated with flood defence spending 

• Clearly explains how this data is evidence that there are 

positive externalities associated with flood defence 

spending 

 

4 

• Includes evidence that shows that there are positive 

externalities associated with flood defence spending 

• Unclear explanation of how this data is evidence that there 

are positive externalities associated with flood defence 

spending 

 

3 

• Includes some limited evidence that shows that there are 

positive externalities associated with flood defence 

spending 

• Limited explanation of how this data is evidence that there 

are positive externalities associated with flood defence 

spending 

 

2 

• Includes evidence that does not clearly show that there are 

positive externalities associated with flood defence 

spending 

• No explanation of how this data is evidence that there are 

positive externalities associated with flood defence 

spending 

 

1 

Relevant issues include: 

• Positive externalities are the external benefits to third parties 

• Evidence shows that in each case, the benefit to society exceeds the cost of providing the 

flood defences 

• River dredging would provide the greatest external benefit estimated at £510m, whereas 

coastal defences would create the least external benefit at £156m 

• External benefits include the protection of hospitals, schools and public buildings 

• External benefits also include protection of transport infrastructure, water treatment 

infrastructure, mobile phone networks and power infrastructure 

• Flood defences can provide protection against damaging and expensive flooding of 

schools and libraries and other public buildings, and reduce the risk of flooding in 

hospitals 

• Prevention of flooding of major infrastructure in areas prevents the risk of death, disease 

and significant clean-up costs 
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• The UK government currently spends £2.2bn each year in preventative measures but 

flooding nonetheless costs £1.4bn each year in clean-up costs  

3.  Extract A states ‘peat has been harvested for fuel since Roman times, however harvesting has 

been on an industrial scale during the 20th Century, causing much destruction to property and 

infrastructure through flooding in the harvested areas and a destruction of the environment’. 

With the help of a diagram and the information in Extract A, explain why harvesting peat may lead 

to market failure. 

[9 marks] 

 

Level of 

Response 

An answer that: Max 10 marks 

3 • Is well organised and develops one or more of the key issues 

that are relevant to the question 

• shows sound knowledge and understanding of relevant 

economic terminology, concepts and principles  

• includes good application of relevant economic principles 

and/or good use of data to support the response 

• includes well-focused analysis with a clear, logical chain of 

reasoning 

• includes a relevant diagram that will, at the top of this level, 

be accurate and used appropriately 

8-10 marks 

2 • includes one or more issues that are relevant to the question 

• shows reasonable knowledge and understanding of 

economic terminology, concepts and principles but some 

weaknesses may be present 

• includes reasonable application of relevant economic 

principles and/or data to the question 

• includes some reasonable analysis but it might not be 

adequately developed and may be confused in places 

• may include a relevant diagram  

4-7 marks 

1 • is very brief and/or lacks coherence 

• shows some limited knowledge and understanding of 

economic terminology, concepts and principles but some 

errors are likely  

• demonstrates very limited ability to apply relevant economic 

principles and/or data to the question  

• may include some very limited analysis but the analysis lacks 

focus and/or becomes confused  

• may include a relevant diagram but the diagram is not used 

and/or is inaccurate in some respects 

1–3 marks 
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Relevant issues include: 

• Negative externalities in production diagram to show external costs of peat harvesting to 

be in excess of private costs of peat harvesting 

• Peat harvesters consider only private costs of production, ignoring external costs and thus 

peat is over-produced, causing market failure 

• Peat soaks up carbon dioxide naturally, and provides excellent drainage for wetland areas 

and flood plains, soaking up rainwater like a sponge 

• Carbon dioxide gas is released into the atmosphere when peat is harvested and there are 

300 million tonnes of carbon dioxide in English peatlands 

• Removal of peat for use in the gardening industry has resulted in greater incidence of 

localised flooding 

• Property development on former peat bogs and flood plains have seen significantly higher 

incidences of flooding causing external costs 

• It is unlikely that peat harvesting is solely responsible for great volumes and incidences of 

floods 

• Climate change may be a reason for weather extremes occurring more frequently and 

thus contribute to the incidence of more frequent floods 

• Peat is used by the horticultural and farming sectors which lead to significant benefits to 

society 

Costs/ 

Benefits 

Quantity 

MPC 

MSB 

Pso 

Qp 

MSC 

P 

Qso 

External cost of 

peat harvesting 

Socially optimum quantity 

of peat harvesting 

Welfare 

burden that 

could be 

reduced  



AQA-style DR: online lesson - markscheme 

 

www.tutor2u.net/economics    

 

4.  Extract B states ‘there is a debate about whether flood defences qualify as a public good as a 

result of the free rider problem, and therefore be funded by central government, or whether they 

should be provided by private producers and paid for by those who will directly benefit from 

them.’  

Using the data in the extracts and your knowledge of economics, evaluate the case for 

government provision of public goods such as flood defences to correct market failure. 

[25 marks] 

Areas for discussion include: 

• Flooding causes enormous damage to households, public buildings and infrastructure and 

is extremely costly to clean up. 

• Flood defences are a public good and suffer from the free rider problem, therefore if left 

to the free market, complete market failure results (missing market). 

• Government should provide flood defences in areas of high risk of flooding as there are 

many external benefits available to society, such as the protection of major infrastructure 

systems and public buildings, as well as the protection of health from potential diseases 

resulting from the floods. 

• In Sheffield, the flood defences created since 2007 have benefited the residents and 

reduced the impact of flooding, thus reducing the need for clean-up operations. 

• Flooding may lead to loss of output from agricultural fields, loss of jobs and income in 

rural communities, leading to negative multiplier effects. 

• Flooding results in £1.4bn of government spending in clean-up costs and restoring 

properties and infrastructure, as well as the use of Armed Forces personnel to distribute 

sandbags which generates an opportunity cost. 

• Flooding results in the need for emergency financial relief funds which generates an 

opportunity cost.  

• Many households and SMEs in high risk areas cannot purchase home insurance against 

flooding if defences are not in place, which may result in relocation, causing a negative 

multiplier effect locally. 

• The government is able to collect taxes centrally to pay for the flood defences, whereas 

the free market would face problems of non-payers. 

• Government intervention may be inadequate – the spending of £2.6bn over six years has 

not yet prevented flooding and damage to communities in high risk areas, and has only 

reduced risk for some by a minor amount. 

• Government failure may have occurred in Sheffield, where previous intervention to reduce 

the risk of flooding in the city has caused greater damage downstream in Fishlake, 

demonstrating a lack of expertise by the government and its agencies. 
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• Flood defence mechanisms have improved considerably over time, hence there may be 

some profit motive that might encourage private providers to supply small-scale defences 

to individual households. 

• Extreme weather conditions are occurring more frequently, thus government intervention 

is likely to be inadequate and thus households and businesses may turn to the private 

market to fill the gap. 

 

Use the levels mark scheme below to award candidates marks for this question: 

Level of 

Response 

Response Max 25 

marks 

5 Sound, focused analysis and well-supported evaluation that: 

• is well organised, showing sound knowledge and understanding of 

economic terminology, concepts and principles with few, if any 

errors 

• includes good application of relevant economic principles to the 

given context and, where appropriate, good use of data to support 

the response 

• includes well-focused analysis with clear, logical chains of 

reasoning 

• includes supported evaluation throughout the response and in a 

final conclusion. 

 

 

21-25 

marks 

4 Sound, focused analysis and some supported evaluation that: 

• is well organised, showing sound knowledge and understanding of 

economic terminology, concepts and principles with few, if any 

errors 

• includes some good application of relevant economic principles to 

the given context and, where appropriate, some good use of data 

to support the response 

• includes some well-focused analysis with clear, logical chains of 

reasoning 

• includes some reasonable, supported evaluation 

 

 

16-20 

marks 

3 Some reasonable analysis but generally unsupported evaluation that: 

• focuses on issues that are relevant to the question, showing 

satisfactory knowledge and understanding of economic 

terminology, concepts and principles but some weaknesses may 

be present 

• includes reasonable application of relevant economic principles to 

the given context and, where appropriate, some use of data to 

support the response 

 

 

11-15 

marks 
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• includes some reasonable analysis but which might not be 

adequately developed or becomes confused in places 

• includes fairly superficial evaluation; there is likely to be some 

attempt to make relevant judgements, but these are not well 

supported by arguments and/or data. 

2 A fairly weak response with some understanding that: 

• includes some limited knowledge and understanding of economic 

terminology, concepts and principles but some errors are likely 

• includes some limited application of relevant economic principles 

to the given context and/or data to the question 

• includes some limited analysis but it may lack focus and/or 

become confused 

• includes attempted evaluation which is weak and unsupported. 

 

 

6-10 

marks 

1 A very weak response that: 

• includes little relevant knowledge and understanding of economic 

terminology, concepts and principles 

• includes application to the given context which, at best, is very 

weak 

• includes attempted analysis which is weak and unsupported. 

 

 

1-5 

marks 

 

 

 


