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General Studies – 3; Topic:  Indian economy – growth and development 
 

Natural Capital and its Preservation 
 

1) Introduction 

 Natural capital represents the combined value of all biodiversity — life-forms, flora and fauna.  

 It is from this natural capital that humans derive wide range of ecosystem services, which make 
human life possible. 

 Businesses draw natural resources such as wood, water, oil, vegetables, fish and more from the 
ecosystem to sustain their ever-growing operations. 
 

2) Importance of Natural Capital 

 Natural capital has the potential to optimise resources and thus maximise the net benefits of 
economic growth and development.  

  It provides services such as water purification and supply, waste assimilation and the cleaning of air 
and water, regulation of pests and diseases, and soil nutrient cycling and fertility. 

  A rich biodiversity is the basis for good health, food security, economic growth, livelihood security 
and moderation of climatic conditions.  

 Many biodiversity goods and services act as a safety net to indigenous peoples, poor and vulnerable 
groups, women and children.  

 Operating costs are lowered as a result of drawing support from the ecosystem and using naturally 
available material and resources. 
 

3) Why is natural capital an issue? 

 Just like Financial capital, natural capital too needs to be managed well. 

 If we keep drawing natural capital without allowing it to recover, we run the risk of local, regional 
or even global ecosystem collapse. 

 Poorly managed natural capital becomes not only an ecological liability, but a social and economic 
liability too.  
 

4) Natural capital valued in financial terms 

 There have been many studies that have calculated natural capital’s value in financial terms. 

 The financial value of India's forests, for example, timber and fuel wood, and ecological services 
such as carbon sequestration, is estimated to be $1.7 trillion. 

 Street trees in California provide $1 billion per year in ecosystem services, through atmospheric 
regulation and flood prevention 

  Mexico’s mangrove forests provide an annual $70 billion to the economy through storm 
protection, fisheries support, and ecotourism. 
 

5) Mainstreaming biodiversity 

 India, one of the 17 mega-diverse countries, is rich in biodiversity  

 India exhibits a rich variety of ecosystems such as forests, grasslands, deserts, wetlands, mangroves 
and coral reefs. 

 Biodiversity is a unique and a critical asset which is under pressure due to anthropogenic reasons, 
and there is a need for its mainstreaming. 
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 Mainstreaming means integrating/including actions related to conservation and promoting the 
sustainable use of biodiversity 

 Mainstreaming helps to reduce the negative impacts on biodiversity. 

  For example, optimum use of chemical fertilizers and pesticides reduce negative impacts on soil, 
groundwater, surrounding habitats and wildlife. 
 

6) Concerns / Challenges 

 Companies’ current accounting practices do not factor in the cost of natural or environmental 
resources consumed.  

 With increasing economic activity, natural capital assets are on the decline, directly affecting the 
quality of life and giving rise to future inefficiencies in the economy. 

 ‘Earth Overshoot Day’, a date when humanity’s annual resource consumption for the year 
overshoots the earth’s capacity to regenerate it, has advanced every year at an alarming rate. This 
year it was observed on August 2. 

  A recent study shows that India will become water scarce by 2025.  

 There are chances of ignoring or undervaluing natural capital, leading to projects with higher 
negative externalities compared to the benefits. 
 

7) Crossing the limits of Natural Capital Stocks 

  Scientists have identified nine earth system processes which mark the safe zones, beyond which 
there is a risk of ‘irreversible environmental change’. 

 Four of these boundaries have now been crossed 
a. Climate change 
b. Loss of biosphere integrity 
c. Land system change  
d. Altered biogeochemical cycles, such as phosphorus and nitrogen cycles. 

  This means that human activity has altered the balance of a few delicate equilibriums 

 The effects are: changing weather patterns, accelerated extinction events for both flora and fauna, 
and global warming.  
 

8) Way Forward 

 Comprehensive evaluation system that takes the undesirable side-effects of economic activities  

  Integrating natural capital assessment and valuation into our economic system is critical to usher in 
a truly sustainable future for India. 

 Adoption of valuation frameworks such as the Natural Capital Coalition’s Natural Capital Protocol 

 Each sector should come up with appropriate mechanisms for conservation and sustainable 
biodiversity use. 

 Proactive efforts in ecosystem management that involve government and community are needed. 

 Public and private entrepreneurs and entities as well as the public need to come forward to 
mainstream Natural capital. 

 Develop a framework to minimise impact through conservation measures and restore its lost value 

 Create opportunities to innovate and adopt newer, more efficient technologies. 
 
 


