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The Future of India's Economy: A Sustainability-Driven Growth Paradigm

India stands at the threshold of a structural transformation. Over the next decade, its
challenge - and opportunity - will lie in reconciling rapid growth with sustainability
imperatives. Success here will not only secure long-term economic prosperity for 1.4
billion people but also position India as a model for other emerging economies
navigating the global low-carbon transition.

Four forces converge to define this paradigm: demographic strength, energy self-
reliance, infrastructure efficiency, and climate resilience. Together, they create an
investment environment where sustainability-linked businesses will emerge as primary
growth engines - delivering both financial returns and systemic resilience.

Macroeconomic Backdrop: Growth Anchored in Demographics

Q India’s growth trajectory is accelerating. GDP expanded 7.8%
H in Q1 FY25-26, up from 6.5% a year earlier. By 2030, the
4 ‘

country is expected to become the world’s third-largest
economy, contributing nearly 20% to incremental global GDP
& growth.
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The demographic dividend is the foundation. With a median
Q | age of just 28.4 years - compared with 38 in China and 48 in
Japan - India will have 1.04 billion working-age individuals by
2030, accounting for nearly a quarter of the world’s incremental labour force.

Yet the growth story is incomplete without addressing inequality. India’s annual per
capita income stands at just USD 2,878, ranking 136th globally, while the top 1%
controls 40% of total wealth and the bottom 50% just 6.4%. The imperative, therefore,
is not simply to grow but to grow inclusively - expanding access to resources, jobs,
and services at scale.

Energy Security: From Dependency to Advantage

India's energy dependence represents both its greatest vulnerability and most
significant opportunity. The country imports 88.2% of its crude oil requirements as of



FY25, representing a dependency level that has steadily increased from 83.8% in FY19
to the current high. This heavy reliance translates to substantial economic exposure -
India's gross oil import bill reached USD 124.7 billion in the first eleven months of FY25,
a 3% year-on-year increase. Such dependency places enormous pressure on currency
stability and inflation control, challenges that an emerging economy like India cannot
afford to sustain long-term.

The energy consumption trajectory amplifies these concerns. India's per capita
electricity consumption remains remarkably low at 1.36 MWh annually compared to
China's 6.64 MWh and the United States' 12.44 MWh. With energy demand projected
to grow at approximately 5% annually over the next several decades, and total energy
consumption increasing by 5% in 2024 alone , India faces an enormous supply gap
that conventional fossil fuel imports cannot sustainably fill.

The solution lies in renewable energy transformation, where India has achieved
remarkable progress. The country's solar capacity reached 123.13 GW as of August
2025, representing a staggering 4,000% increase over the past decade. More
significantly, India has achieved cost competitiveness that makes renewable energy
economically superior to fossil fuels. Solar power now sells at USD 0.038 per kWh
compared to coal power at USD 0.073 per kWh globally, with India maintaining the
second-most competitive solar costs worldwide.

This price advantage has generated substantial economic benefits. In 2024 alone, India
avoided USD 14.9 billion in fossil fuel costs through its renewable energy capacity while
preventing 410.9 million tonnes of CO, emissions and receiving USD 31.7 billion in air
pollution-related benefits. The data processing revolution further amplifies energy
requirements - India's digital economy is expected to contribute 20% of GDP by 2029-
30, growing twice as fast as the overall economy. This digital transformation
necessitates massive data infrastructure, making energy self-reliance not just
economically prudent but strategically essential.

Infrastructure Efficiency: Building Smart from the Ground Up

India’s infrastructure program is unprecedented in scale. The construction market is
expected to double from USD 1.04 trillion in 2024 to USD 2.13 trillion by 2030, growing
at a CAGR of 12%. The government has committed USD 1 trillion in capital expenditure
between FY24 and FY28—an 80% increase over the previous five years.

Key components include:
e Transport: Road and railway investments set to nearly double within five years.

o Urban development: USD 900 billion in urban infrastructure spend over FY24-
28, more than twice prior levels.

e National Infrastructure Pipeline: 9,142 projects across 34 sub-sectors with
allocations of USD 1.4 trillion.



Such scale demands efficiency and resilience. Green building technologies, renewable-
powered infrastructure, and smart systems can reduce lifetime operating costs while
enhancing asset value. For India, sustainable construction is not optional - it is the only
viable path to deliver infrastructure at this magnitude.

Securing Growth Against Climate Risk

India's economic growth faces substantial risks from climate-related disruptions,
making resilience investments essential for sustained development. The country ranks
as the fifth most vulnerable globally according to the climate risk index, with 27 out of
36 states and union territories highly prone to hydro-meteorological disasters like
floods and droughts.

The agricultural sector, employing 45.8% of India's workforce, faces particular
vulnerability. Climate change has already reduced rainfed rice and wheat yields by 9%,
with projections indicating further declines. In 2024, more than 50% of marginal
farmers reported losing at least half their standing crops due to extreme weather
conditions.

The economic costs of climate vulnerability are substantial and rising, India loses ~
0.46% of GDP annually to floods, with crop losses standing at 0.18% of GDP.



Urban infrastructure faces equal vulnerability. The World Bank estimates that India will
need over USD 2.4 trillion by 2050 to build weather resilient urban infrastructure, given
that more than 80% of the urban population lives in hazard-prone areas.

Food security represents a critical climate resilience challenge. With a quarter of the
world's undernourished population and 70% of rural Indians reliant on rain-dependent
agriculture, food and nutrition security are paramount concerns. Government
estimates suggest that without farmer adaptation and policy changes, farm incomes
could decrease by around 12% in coming years, with unirrigated areas experiencing
losses of up to 18% of annual revenue.

The Sustainability Business Imperative

These structural realities converge to create one of the most compelling sustainability-
driven investment theses globally. The financial markets are responding decisively:

e Outbound investments rose 67% to USD 41.6 billion in FY25, heavily ESG-driven.
e Low-carbon technologies could represent an USD 80 billion market by 2030.

e India’s solar module manufacturing capacity nearly doubled from 38 GW in
March 2024 to 74 GW in March 2025, while PV cell capacity expanded from 9
GW to 25 GW.

The opportunity is clear: renewable energy, electric mobility, green hydrogen, and
climate technology are no longer niche—they are the future of India’s growth model.

Digital Advantage: Multiplying Impact

India’s digital economy strengthens this transformation. It contributed 11.7% of GDP
in 2022-23, employs 14.7 million workers, and grows twice as fast as the broader
economy, with productivity five times higher than traditional sectors.

Smart grid technologies enable more efficient energy
distribution and renewable integration. Digital
platforms facilitate more efficient resource allocation
across the economy, from logistics optimization to
demand-responsive energy management.

The convergence extends to traditional sectors.
Digital technologies enable precision agriculture that
improves crop Yyields while reducing resource
consumption. Smart city systems optimize energy
and water usage while improving citizen services.
Financial technology platforms facilitate access to
green financing and sustainable investment products
for a broader population base.




Economic Transformation Through Sustainability

The data demonstrates that sustainability-linked businesses represent India's path
toward faster, more efficient, and more resilient economic growth. Renewable energy
provides energy security at lower costs than other alternatives. Sustainable
infrastructure construction delivers higher long-term value and operational efficiency.
Climate-resilient agricultural practices protect food security and farmer incomes.
Digital technologies enable resource optimization across all economic sectors.

This transformation directly benefits India's 1.4 billion citizens through multiple
channels. Energy independence reduces inflation pressures and currency volatility
while creating domestic employment in high-technology sectors. Efficient
infrastructure reduces transportation and logistics costs while improving quality of life
in urban and rural areas. Climate resilience protects agricultural livelihoods and food
security. Digital access enables broader participation in the modern economy while
providing access to education, healthcare, and financial services.

The economic logic is compelling: sustainability-linked businesses address India's most
pressing structural challenges while capitalizing on its greatest competitive
advantages—demographic  dividend, technological capability, and policy
commitment. Rather than constraining growth, sustainability provides the framework
for achieving India's economic potential while ensuring that prosperity benefits all
citizens across a resilient, self-reliant economy positioned for long-term global
leadership.

The foundation is established, the economic incentives are aligned, and the
transformation is already underway. India's future economic success will be measured
not just by growth rates, but by its ability to deliver prosperity, security, and resilience
for the world's largest population through development pathways that other nations
will seek to emulate.
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