
Essay 9: With reference to the concepts of public goods and government failure, evaluate the role of 

government in providing flood defences. 

A public good is an example of complete market failure; usually the government must 

provide the good as without intervention the market would be entirely missing, causing a 

total loss of welfare.  Government failure is when an intervention into a market for a good 

leads to an even less efficient allocation of resources than with the market failure. Provision 

of public goods can be contentious as some would view public goods as unnecessary and 

the amount spent on provision entails an opportunity cost. Some types of public goods are 

known as “quasi-public” as they don’t meet the criteria of a pure public good and therefore 

there is potential for some free market provision.  

 

A public good is non-excludable, non-rejectable, and non-rivalrous in consumption. An 

example of a pure public good is Britain’s Trident nuclear deterrent. Trident meets the 

criteria as British consumers cannot be excluded from protection by the weapons system, 

they can’t reject it and one citizen’s enjoyment of security does not limit another.  Free 

riders are those who enjoy consumption of a good without paying and this is the 

consequence of an inability to exclude – it is the existence of free-riders that result in the 

missing market, because private firms have no ability to charge consumers. Essential public 

goods are often, therefore, provided by the state and paid for from general taxation or other 

forms of government income. Quasi-public goods are those that don’t meet the criteria 

under certain conditions.  

 

In the case of flood defences, they can be seen as pure public goods as they are non-

excludable - a consumer is not able to reject the protection provided by the flood defences 

once built - and non-rivalrous, as one consumer’s consumption/use of flood defences 

doesn’t affect another’s consumption/use. A good example is London’s Thames flood 

barrier, which protects East London from large spring tides and heavy rains, by forming a 

barrier across the river.  The lack of ability to exclude means that consumers who live in the 

East London flood plain can enjoy the benefit of flood protection without directly paying for 

it (although in reality perhaps their house prices are higher as a result). With consumers able 

to enjoy utility without payment, entrepreneurs can’t profit from the enterprise of providing 

flood defences, and so building of flood defences is unlikely to occur if left to the free 

market. The UK Government, using revenue from general taxation rather than a local tax, 

provided the Thames flood barrier and this will be deemed as efficient if the social benefit 

meets the social cost. However, if the barrier costs many millions to construct and the 

possibility of serious flooding is low, it may be more efficient to leave the flood plain 

unprotected and just face the costs of the major or minor clean up, if flooding occurs. 

Determining these costs and benefits is notoriously difficult, especially as climate change 

makes such predictions even more challenging. 
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The cost of the barrier can be funded from general taxation as expensive infrastructure is 

best split over many millions of taxpayers resulting in a smaller burden for each taxpayer. 

This reduces the cost per person, but it can be seen as unfair on those who don’t live on the 

flood plain as the taxpayer on the hill is essentially subsidising those who reside on a flood 

plain. However, the person on the hill might rely on the person living on the flood plain for 

work or provision of goods/services, so the argument is more nuanced than may first 

appear. A local tax might be a more equitable solution paid by those who live in areas that 

require protection but due to the high cost involved this might prove too punitive on those 

living in the area; this is especially problematic in poorer areas, where much smaller 

amounts of tax revenue might be raised from local taxes – this could worsen inequality. 

Equally, private insurance may be able to step in to cover households in the event of a flood 

but the size of premiums in an unprotected area might prove too costly or insurers may be 

unwilling to cover the risk. This suggests that central government should be responsible for 

infrastructure projects that are as significant as flood defences. 

 

When considering who pays in order to deliver an efficient outcome, governments need to 

consider who/what has caused the flooding. If the homes have been built on areas that 

previously had no risk of flooding, then the rise in risk is likely to be the cause of additional 

factors that we can examine to determine who is liable to provide for the defences. If it’s 

due to global warming from C02 emissions then general taxation would be deemed fair, as 

we are all responsible for contributions to carbon emissions if we use energy, transport or 

eat dairy products. The government could use money from the environmental taxes to pay 

for the defences rather than revenue from income tax so those citizens who are vegan and 

use renewable energy wouldn’t be making an unfair contribution to flood defences. 

Furthermore, if the risk of flooding was due to new house building then the house builders 

could be ordered to build flood defences as part of the planning process, just as they are 

required to build adequate parking spaces, street lighting and pavements. Finally, if the 

flood risk was due to deforestation and building in other areas near to those at risk then the 

entrepreneurs responsible for this could be charged extra environmental levies to pay for 

public provision of flood defences. However, imperfect information and the extent of each 

firm’s contribution, and difficulties in administrating a levy would create much potential for 

governments to fail. 

 

In conclusion, the expense and complexity of who is to blame in something as unpredictable 

as flooding means that government provision is the most efficient solution. The exception 

would be in the building of new properties where planning regulation must prevent building 

on flood plains or make the developers build defences as a condition of consent to build. For 

locations where houses are already at risk it is equitable to use taxation from environmental 

measures such as carbon tax, air passenger duty and even a potential ‘fat’ tax to ensure that 

those who contribute the most to the problem are paying the most for the solution. 
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