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ECONOMICS OF SOCIAL SECTOR AND ENVIRONMENT 
 

Unit I 
 

Pareto optimality and competitive equilibrium; Fundamental theorems of welfare 

economics; Externalities and market inefficiency – externalities as missing markets; 

property rights and externalities, non-convexities and externalities; Pareto optimal 

provision of public goods – Lindahl's equilibrium, preference revelation problem and 

impure and mixed public goods, common property resources. 

 
Unit II 

 
Concept of total economic value, Use value; Option values and Non-use values; 

Valuation methods – Physical linkage methods. Abatement cost method, Behavioural 

linkage method (Revealed preference, Stated Preference and Subsidies). 
 

Measures for Environmental Externalities – Pigovian taxes and subsidies, Coase's 

bargaining solution and collective action (Coase's Theorem). 
 

Environmental Accounting – Meaning, need, nature of environmental accounting. 

Integrated Environmental and Economic Accounting (IEEA) and the measurement of 

environmentally corrected GDP (Green Accounting). 

 
Unit III 

 
Theories of optimal use of exhaustible and renewable resources; Environment and 

development trade off and the concept of sustainable development – need; 

Mechanism for environmental regulation in India; Environmental laws and their 

implementation; Policy instruments for controlling water and air pollution and 

forestry policy. 

 
Unit IV 

 
Education as an instrument for economic growth; Human capital – Human capital v/s 

Physical capital, components of human capital; Demand for education – private 

demand and social demand, Determinants of demand; Cost of Education – 
 
 



 
Expenditure on education, private costs and social costs and wastage and stagnation; 

Benefits of education – Direct and indirect benefits, private and social benefits; 

Educational planning. Educational financing – Resource mobilization and utilization, 

pricing and subsidies and effects of educational financing on income distribution; 

Education and labour market. 

 
Unit V 

 
Health dimensions of development; Determinants of health – poverty, malnutrition 

and environmental issues; Economic dimensions of health care – demand and supply 

of health care; Financing of health care and resource constraints; The concept of 

human life value; Inequalities in health – class and gender perspectives and its 

measurements with health indicators, Expenditure on Health Care. 
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