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(a) (i) Define the term ‘external benefits’ (line 7).

...................................................................................................................................

...................................................................................................................................

...............................................................................................................................[2]

(ii) State and explain one possible external benefit to a local area that might arise from
a beach having ‘blue flag’ status (line 5).

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...............................................................................................................................[3]

(b) (i) State two characteristics of a ‘public good’.

1 ................................................................................................................................

2 ............................................................................................................................[2]

(ii) Discuss the extent to which beaches can be considered to be public goods.

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...............................................................................................................................[5]
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(c) Two approaches to controlling pollution are:

• regulations backed up by fines;
• taxes on the level of pollution created.

(i) The extract states that firms breaking the law can be fined up to £100,000 per day
(line 19). Comment upon the effectiveness of using such regulation to control the
problem of water pollution.

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...............................................................................................................................[4]
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(ii) With the aid of a diagram, explain how a tax on firms in the water industry could be
used to correct market failure.

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

.............................................................................................................................[10]
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(iii) One alternative to regulation would be to impose a tax on firms which are
responsible for creating pollution.

State and explain two arguments against using taxation to solve market failure.

Argument: .................................................................................................................

...................................................................................................................................

Explanation: ..............................................................................................................

...................................................................................................................................

...................................................................................................................................

Argument: .................................................................................................................

...................................................................................................................................

Explanation: ..............................................................................................................

...................................................................................................................................

...............................................................................................................................[4]
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(d) (i) Local water suppliers are regional monopolies. Outline the way in which
government competition policy tries to tackle the problems caused by market
dominance.

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...............................................................................................................................[3]

*(ii) Discuss the extent to which an increase in competition always leads to an increase
in economic efficiency.

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................

...................................................................................................................................
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...................................................................................................................................

...................................................................................................................................
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...................................................................................................................................
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...................................................................................................................................
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If you use the following lined page or additional sheets to complete an answer to any question,
the question number must be clearly shown.
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