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iii. DSE 3: Environmental Economics: 

Course Description 

This course introduces students to concepts, methods and policy options in managing the 

environment using tools of economic analysis. This course should be accessible to anyone 

with 

an analytical mind and familiarity with basic concepts of economics. Since several 

environmental problems are caused by economic activity (for instance, carbon emissions, 

overharvesting 

of renewable resources and air and water pollution as a by-product of industrial 

activity), this course examines different approaches to adjusting behaviour through economic 

institutions such as markets and incentives as well as through regulation, etc. It also addresses 

the economic implications of environmental policies through practical applications of 

methods 

for valuation of environmental goods and services and quantification of environmental 

damages. Conversely, the impact of economic growth on the environment is also addressed 

under the rubric of sustainable development. Environmental problems and issues from the 

Indian and international context (especially global warming)are used to illustrate the concepts 

and methods presented in the course. The course will be useful for students aiming towards 

careers in the government sector, policy analysis, business, journalism and international 

organisations. 

Course Outline 

1. Introduction 

Key environmental issues and problems, economic way of thinking about these problems, 

basic concepts from economics; Pareto optimality and market failure in the presence of 

externalities; property rights and other approaches. 

2. The Design and Implementation of Environmental Policy 
Overview, Pigouvian taxes and effluent fees, tradable permits, implementation of 

environmental policies in India and international experience; transboundary environmental 

problems; economics of climate change. 

3. Environmental Valuation Methods and Applications 
Valuation of non-market goods and services--theory and practice; measurement methods; 

cost-benefit analysis of environmental policies and regulations. 

4. Sustainable Development 

Concepts; measurement; perspectives from Indian experience 
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