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

Economic Growth and its Impact on Environment 
 

1) Introduction 

 India has made a lot of progress in the last two decades, but we must sustain the growth engine to 
ensure increased incomes, improved livelihood and a better quality of life. 

 Economic growth has positive impacts like increase in wealth/reduction in poverty, improved 
standards of living, health, education and infrastructure and technology.  

 However there are negative effects like health challenges, increase in income inequality, increased 
pollution and a depletion of natural resources.  
 

2) Silver lining to a lower growth rate 

 There is a drop in GDP growth rate from 7.4% in January-March 2016 to 5.7% in April-June 2017  

 Economists concerned about sustainable development advocate low levels of economic growth 
since large expansions in national income may have negative environmental consequences such as 
pollution.  

 Large economic growth adversely affects the environmental quality and economic welfare of 
individuals and households. 
 

3) Environmental Kuznets Curve (EKC) 

 
 The EKC hypothesis is shown in an inverted U-shaped curve depicting the relationship between per 

capita income and environmental deterioration.  

 During the initial period of economic development, where per capita income is low, deterioration of 
environmental quality is caused by rapid industrialisation and urbanisation  

 Once per capita income reaches a higher level, the trade-off between income growth and 
environmental quality will cease to exist. 

 With increased financial and technological capabilities, we can restore the environmental quality to 
desired levels. 

 In reality, the EKC is a near myth since an increase in per capita income does not bring desirable 
levels of improvement to the environment.  

 Empirical evidence across countries reveals that various attempts to increase per capita income 
cause more environmental deterioration.  
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4) The Indian context 

 A 2013 World Bank study highlighted that in India, a higher level of economic growth maintained in 
the past imposed ₹3.75 trillion worth of environmental damage cost 

 Another study by the World Bank has found that India’s air pollution alone caused welfare loss 
equivalent to 7.69% of its GDP in 2013. 

 Development policies give more priority to income and employment generation, implementation of 
pollution control policies is very poor. 

 Ex: pollution control measures implemented in the bleaching and dying units in Tiruppur, Tamil 
Nadu, for more than 25 years did not achieve any pollution reduction.  

 It has caused significant irreversible damage to the health, agriculture and livestock sectors in that 
region. 

 At present, the price of a commodity covers only the private cost of production, not the damage 
cost.  

 This makes the commodity relatively cheaper leading to more demand and output, and more 
pollution and environmental damage cost.  

 Some of the cities in India have earned notoriety for being the most polluted in the world. 
 

5) Challenges 

 Studies do not capture wide range of economic impacts on the environment due to non-availability 
of data.  

 Identifying and quantifying the ecosystem services for the purpose of damage assessment is a 
difficult task in the absence of relevant data. 

 Though economically highly valuable, ecosystem services are not traded in the markets and, 
therefore, their true values are not reflected.  

 Increased output and demand increases the value of GDP, but the corresponding environmental 
damage cost is not adjusted in the GDP estimation.  

 If we try to increase income and employment in traditional sectors, we lose them in other sectors 
that are dependent on the environment. 

 Water scarcity, high levels of pollution, extreme weather phenomena and the regular occurrence of 
floods and droughts could strain an economy fighting to grow. 
 

6) Way Forward 

 Our policy should not be based on the “pollute-first; clean-up-later” approach.  

 Explicitly acknowledge the ecological costs of economic growth.  

 A large number of poor people are dependent on the environment for their day-to-day activities 
and therefore more focus on improved environmental quality can push income growth on a 
sustainable basis. 

 Larger role for market-based instruments such as pollution tax and tradable pollution permits must 
be carried out 

 Strict environmental regulation may reduce environmental damage significantly.  

 Efforts to develop environmental accounting and green GDP for India can help us achieve 
sustainable development in future. 

 India should work with foreign governments and global organizations to find ways of subsidizing 
clean fuel and cleaning our rivers and aquifers.  

 The future “wars” to protect our environment require a new “coalition of the willing” as the 
problem we face is as much local as it is global. 
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 Greater vigilance, compliance and enforcement of our environmental laws and policies. 
 

7) Conclusion 

 India has an enormous opportunity to demonstrate sustainable growth and break away from the 
development paradigms of the past that have largely subjugated the interests of the environment. 

  The time has indeed come to add “swachh paani” and “hawa” to “roti-kapada-makaan-aur-bijli”, to 
begin our journey towards sustainable growth. 

 
 


