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Instructions for Candidates

All questions carry equal marks, 18 marks each. Attempt any five out of eight questions.

1. a) Critically evaluate the August 2025 Supreme Court ruling on relocating stray dogs in
Delhi-NCR from biocentric and anthropocentric perspectives. Which ethical approach offers
a more balanced solution for human safety and animal welfare? )

b) Briefly describe some of the major sources of air pollution seurees. Discuss some policy
measures undertaken by the government to reduce air pollution in India (Reference — “State
of Environment Report -India 2015”).

®

2. a) Explain Arrow’s Impossibility Theorem. How does it demonstrate the difficulty of
achieving a perfect collective choice mechanism in environmental decision-making? 9

b) Illustrate various advantages and disadvantages of prescriptive regulations. What
advantages do economic incentives have over prescriptive regulations?

®

3. a) How does the introduction of an emission fee influence a firm’s behaviour in deciding
how much pollution to emit or abate, given its marginal saving (or abatement cost) curve?

®




b) Suppose nutrition from food (N) and water quality (W) are the only two things entering
into Meera's utility, and Meera's utility function is U(N,W) = N X W. Suppose Meera's
income is $12 and the price of nutrition is $3 per unit.

i. If water quality is W = 2, how much nutrition will Meera purchase? Draw Meera's
indifference curve and budget constraint through this point, showing the amount of nutrition
consumed. 3)

ji. Suppose water quality rises to W = 6. Draw Meera's new indifference curve and new
consumption point. 3

iii. How much would Meera be willing to pay to increase water quality from 2 to 6? 3)

4. a) “Putting a price on the environment means economists value money over nature.” Do
you agree? Discuss this statement in the light of economic principles of valuation, efficiency,
and fairness in environmental policy. )

b) Distinguish between the ‘revealed preference approach’ and the ‘stated preference
approach’ in the valuation of environmental goods and services.

®

5. a) Evaluate how well Command-and-Control (CAC) and Market-Based Instruments
(MBIs) have worked in developing countries, while also explaining the critical role played by
enforcement and institutional capacity. &)

b) Explain the economic and environmental dimensions of global climate change. Discuss its
causes, observed and projected impacts, and why international cooperation is essential for
addressing it. ()]

6. a) Explain how the hedonic pricing model can be used to estimate households’ willingness
to pay for improved air quality in residential areas. &)

b) Two firms, X and Y, produce and sell good Q in a competitive market at the fixed price of
Rs 50 per ton. The production of one unit of output also results in 2 ton of air pollution.
Consider the following information regarding the costs of production of output (in Rs.):

Cy = 200 + 2.5Q%; Cy = 375 + Q2

Total pollution emissions generated are Ey -+ Ey = 2Qx + 2Qy. Marginal damage from
pollution is equal to Rs 5 per ton of pollution.




Yt

i. Find out the output produced by each firm and the corresponding profits in the absence of
regulation. 3)

ii. What will be the amount of Pigouvian tax levied per unit of emissions, and what are the
post-regulation levels of output and profits for each firm? A3)

iii. Compare the output and profits for the two firms in case the government, instead of a tax
per unit of emissions, decides to offer a subsidy to each firm for each unit of pollution abated.

&)

7. a) Using Public Interest Theory and Interest Group Theory, explain how government
subsidies for renewable energy can be justified or challenged, with suitable examples.  (9)

b) Explain the key features and economic rationale of the Distributionally neutral Carbon Tax
in the U.S. and the Greenhouse Development Rights (GDR) framework. Compare how these
policies address efficiency, equity, and political feasibility in mitigating climate change. (9)

8. Write short notes on any three of the following. (3x6)
a) Ambient Differentiated versus Emission Differentiated Regulation

b) Normative vs Positive Perspective of Environmental Economics

¢) Prescriptive Regulations

d) Contingent Valuation method

" €) Benthamite social welfare finction
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