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Abstract: The main objectives of present paper are to overview the groundwater economy of India, to analyse the status of
groundwater resources and its use in agriculture in India and to draw conclusions for policy implications. The paper has made
extensive review of available literature on groundwater economy of India and has utilised the potentially rich sources of secondary
data available through the publications of the international institutions, the Government of India and the research conducted by
individual researchers. The groundwater economy of India has boomed in recent past and considered highly significant not only
for the livelihoods and food security of the poor, but also as an engine of rural and regional economic growth. In terms of the
economic value of groundwater production, India has active groundwater markets. The declining water resources in India pose
a water management and governance challenge to policy makers. There have been issues of weak enforcement of the existing
laws, ensuring adherence to quality standards, insufficient coordination, and overlapping roles of line ministries and departments,
inadequate application of market-based instruments. No doubt, water policies of India clearly emphasize sustainable utilization
of water resources, still India has to go a long way to take control of a rather dim scenario of water resource management.

INTRODUCTION

The total volume of water on Earth is about 1400
million km3, of which about 35 million km3 (2.5%) is
freshwater (Shiklomanov, 1993). The usable
freshwater sources (lakes, rivers, and relatively
shallow groundwater basins) is only about 200000 km3

of water (less than 1% of all freshwater) and only
0.01% of all water on Earth. The replenishment of
freshwater depends on evaporation from the surface
of the oceans to the tune of about 505000 km3, or a
layer 1.4 metres thick annually. Another 72000 km3

evaporates from the land (Gleick, 1993). The global
total fresh groundwater is 8 million km3 to 10 million
km3, which is more than two thousand times the
current annual withdrawal of surface water and
groundwater combined. Global annual precipitation
is 577,000 km3 per annum. About 79% of rain falls on
the oceans, 2% on lakes, and 19% on land. The high
proportion of rain, which falls on the land, is lost to
evaporation or runoff. Only 2,200 km3 or 2% percolate
into the groundwater store. Groundwater still makes
up 97% of global freshwater (excluding ice). Global
groundwater use is about 1000 km3 per annum, which
is around 8.2% of renewable groundwater resources
(Shah, 2000). The pressure on groundwater is rapidly

growing due to availability of cheap drilling and
pumping technologies and energy subsidies. The
unplanned, unmanaged, and invisible exploitation of
groundwater has been dubbed as the silent revolution
(Llamas & Martínez-Santos, 2005; Llamas & Martínez-
Cortina; 2009).

In the second half of the twentieth century,
groundwater abstraction has increased very rapidly
due to high population growth, technological and
scientific progress, economic development and food
demand (Shah et al., 2007). There have been temporal
and spatial variations in groundwater abstraction
across the globe. In 2010, the world’s aggregated
groundwater abstraction is estimated at 1,000 km3 per
annum (IGRAC, 2010; Siebert et al., 2010). The current
global abstraction of groundwater is about 26% of
total freshwater withdrawal, which is 8% of the mean
globally aggregated rate of groundwater recharge.
Globally, groundwater supplies more than 50% of all
drinking water, 43% of irrigation water (Siebert et al.,
2010), 40% of total industrial water withdrawals, 50%
of total municipal water withdrawals (Zekster &
Everett, 2004), 22% of domestic water use (IGRAC,
2010), and meet water needs of more than 1.5 billion
urban dwellers (Salman, 1999).
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Water availability is increasingly scarce and per
capita water supplies are declining. About 1.8 billion
people will face “absolute water scarcity” and 350
million people will face “severe water scarcity” by
2025, posing threats to food security (Seckler et al.,
1999). About one-third of the world’s population
suffers from moderate-to-high water stress and 40%
of the world’s population was suffering from serious
water shortages by the mid-1990s (CSD, 1997a). There
will be severe localized water scarcities in countries
even with abundant water. Actual global withdrawals
are declining rapidly. There has been decline in
groundwater levels in mountain basins (Motagh et
al., 2008), the extensive aquifer systems of the Indus
basin (Rodell et al., 2009; Centre for Water Policy, 2005)
and the North China Plain aquifer (Kendy et al., 2004;
Sakura et al., 2003; Liu et al., 2001). By 2020, two-thirds
of the world’s population will be living in water-
stressed countries (CSD, 1997b) and water use is
expected to increase by 40% and 17% more water will
be required for food production to meet the needs of
the growing population over the same period.

GLOBAL GROUNDWATER DEVELOPMENT
SCENARIO

There has been a ’global boom’ in groundwater
irrigation in the last four decades. Groundwater is
considered as more reliable source of water-supplies
for agricultural irrigation. Globally, groundwater
provides 50% of current potable water supplies and
20% of water use in irrigation (Morris et al., 2003).
Groundwater use often yields larger economic
benefits per unit volume (UN/WWAP, 2003).
Groundwater use is likely to increase rapidly in
developing countries over the next 25 years due to
population pressure, agricultural practices, increasing
water demand, increased urban areas, industrial
activity and energy demand (Gunatilaka, 2005). More
than half of global groundwater abstraction is in India,
the United States, and China (World Bank, 2010). Asia
is the largest groundwater user in the world with
India and China as the major players at an annual
rate of abstraction between 1% and 2%. Millions of
poor people in India and China depend on
groundwater use for sustaining subsistence crop and
livestock farming. More than 50% of the global annual
groundwater use of 950-1000 km3 is used for
livelihood support (Shah, 2006). In India, more than
60% of irrigated areas are served by groundwater
wells and a groundwater user produces a gross output
of US $400/ha from irrigating crops (Llamas, 2003).
Smallholders’ livelihoods are significantly supported

by groundwater irrigation, which has potently
reduced rural poverty (Deb Roy & Shah, 2003).

There are six key attributes of groundwater (Shah
et al., 2007), such as nearly ubiquitous, abstracted
quickly, cost effective, drought-resilience, provide
water on demand, and face smaller transmission and
storage losses than surface water systems. Irrigation
uses 70% of the world’s freshwater withdrawal, which
increases up to 80-90% in semi-arid countries.
Government water agencies have been mainly
concerned with building and operating surface water
supply systems (Llamas & Martinez Santos, 2005).

Groundwater is likely to play a critical role in
addressing future water needs. Groundwater
depletion is an increasing contributor to sea level rise
(Konikow, 2011). The sustainability of the
groundwater resource base is critical for meeting basic
human needs. There are difficulties of estimating the
contribution of groundwater to agriculture (Siebert
et al., 2010), municipal services (Foster et al., 2012) and
water supply and sanitation (UNICEF/WHO, 2011).
Groundwater demand is expected to increase by more
than 25% by 2025. There is uncertainty about
continued access to shallow groundwater to meet
world food production (Brown, 2008). Groundwater
irrigates more than 50% of global cereal production
(Burke et al., 2012). Largest contribution to increased
agricultural output is likely to come from irrigated
agricultural intensification (FAO, 2011), with
outcomes causing the aquifers becoming the perfect
victim and likely to pose threats to regional food
security. Globally, irrigation may increase at a
relatively modest rate to reach 318 million ha in 2050
from 301 million ha in 2009, which will be an increase
of 11%, or 0.24% per year. Due to severely limited
surface water supplies, the pressure on aquifers is
likely to be very large.

Groundwater is largely used for irrigation in two
most populous countries, India and China, which is
about half of the world’s total annual use. However,
there are regional variations in the groundwater use.
For instance, southern China has abundant surface
water, whereas the North China Plain and large parts
of North India have heavy dependence on
groundwater for irrigation. In India, groundwater is
used to irrigate 60% of agricultural crops and
groundwater abstraction has increased from 4 million
to 17 million between 1951 and 1997. In 2010, India
accounted for 230 km3 per annum of groundwater
abstraction, which is one-fourth of global
groundwater use (World Bank, 2010). In India,
agricultural output increased from $28.3 to $49.9
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billion from 1970s to 1990s. In beginning of 1970s,
groundwater contributed only 4.4% to agricultural
output, which increased to 14.5% in mid-1990s.

Groundwater use has increased from 10-12 km3

before 1950 to 240-260 km3 in 2000 in the Indian sub-
continent. Groundwater use increased rapidly in India
and the North China in the 1970s and is still growing
(Wang et al., 2007). In 1970, groundwater wells
irrigated nearly 10 million hectares in India, which
increased to more than 35 million hectares of net
irrigated area now. Groundwater-irrigated area has
increased more than 500% since 1960 in India (Shah,
2009). Irrigated agriculture is the largest abstractor
and consumer of groundwater. The largest
groundwater-users are India (39 M ha) and China (19
M ha).

Hydro-geologically, the least favoured regions of
India are using intensive groundwater irrigation. The
density of tube wells is high throughout the Gangetic
basin in India due to high groundwater availability
and very high population density. The tube well
density is also high in Tamil Nadu, Andhra Pradesh
and Karnataka where water resources are limited but
population density is high. However, tube well
density is low in many parts of central India due to
least developed groundwater resources and sparse
population density (DebRoy & Shah, 2003). Similar
pattern has been observed in China. Groundwater
development is low in South China with abundant
surface water and low population density but tube
well density is high in the North China Plain due to
low surface water resource and high population
density. Intensive groundwater use without
appropriate resource management regimes has
resulted in resource degradation in India.

However, groundwater has not been properly
managed (Mukherji & Shah, 2005). Groundwater
management also confronts a brand new challenge
of negative impacts of climate change (IPCC, 2007).
The potential impacts of climate change on water
resources have been widely recognized (IPCC, 2001)
with main focus on quantifying the likely direct
impacts of changing precipitation and temperature
patterns (Arnell, 1998; Chen et al., 2002; Cooper et al.,
1995; Croley & Luukkonen, 2003; Lo’ aiciga et al., 2000;
Yusoff et al., 2002). Therefore, groundwater
management should be more strategic and proactive
to cope with potential impacts of climate change, but
received little attention (Kundzewicz et al., 2007).

Since 1990s, India’s food production has hardly
been affected by a single drought (Sharma & Mehta,
2002). The individual private farmers have unplanned

and uncontrolled investment in tube wells in India,
which is both demand and supply driven (Shah, 1993).
Groundwater is widely used by farmers (Shah et al,
2007). The ‘groundwater-irrigation boom’ occurred
from subsistence farming to large-scale crop
production and commercial cash-crop cultivation
(Garduno & Foster, 2010). It has helped alleviate
agrarian poverty through increasing food security
(Shah, 2009).

In India, groundwater development has served
the purpose of a massive programme of strengthening
rural livelihood (Shah, 1993). The booming
groundwater use has significant role in livelihood and
food security in India (Palmer-Jones, 1999). In the
early 1990s, the contribution of groundwater
irrigation to India’s gross domestic product (GDP)
was estimated at around 10% (Daines & Pawar, 1987).
At present, the size of the India’s groundwater
irrigation would be around $50-55 billion.

Groundwater contribution to irrigated areas
exceeds that of surface water and conjunctive use of
surface water and groundwater at the farmer level is
small. In North-western India, the bulk of the
irrigation is delivered by wells and tube wells
(DebRoy & Shah, 2003; Shah et al., 2006). Groundwater
irrigation in India is predominantly supplemental
nature, which is significantly more productive
compared with surface irrigation, because it offers
irrigation ‘on demand’ which few surface systems can
offer. Not only this, crop yield per cubic metre of
water applied on ground water irrigated farms tends
to be 1.2-3 times higher than that applied on surface
water-irrigated farms (Dhawan, 1989). About 10% of
the world’s food production depends on groundwater
use to the tune of 200 km3 and of this 100 km3 occurs
in western India (Postel, 1999). Groundwater
irrigation surpasses surface water in many regions.
Agriculture uses 70% of total groundwater use
followed by industry 20% and residential 10%.

GROUNDWATER DEVELOPMENT SCENARIO
IN INDIA

India is the largest groundwater user (230 km3 per
year) through the construction of millions of private
wells due to poor public water supply systems, new
pump technologies and credit facilities, the flexibility
and timeliness of groundwater as an attractive
alternative to surface water, and government
electricity subsidies. In 1960, about 1 million hectare
of farmland was irrigated with groundwater in India,
which increased very rapidly until recently compared
to the United States, Mexico and China due to several
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reasons including unmetered and highly subsidized
power supply to support groundwater irrigation.
Groundwater irrigation has increased rapidly in India
since the 1970s from 11.9 million ha to 33.1 million ha
to 1990s by more than 178%, whereas canal irrigation
increased only by 34%. In India, millions of private
wells have been developed in the last six decades.
Groundwater irrigates two-thirds of agriculture and
accounts for 91% of total groundwater volume
withdrawals (Aquastat, 2010). Groundwater provides
85% of rural drinking water and an increasing
proportion of urban and industrial water supply.

In India, central and state governments have
invested over US$20 billion in building new, and
rehabilitating existing, surface irrigation systems in
last more than three decades. However, the net area
served by surface structures, small and large, has
actually declined by over 3 million ha (Thakkar &
Chandra, 2007). In contrast, net area served by
groundwater has been steadily rising. About 78% of
farmers are small and marginal farmers (operating
less than 2 ha land) and operate 32% of the land, but
own and operate 45% electric water-extraction devices
(Government of India, Agriculture Census, 1995) and
account for 40% of groundwater- irrigated area. Thus,
small farmers are heavily dependent on groundwater
irrigation (Tewari, 2003).

The contribution by groundwater irrigation is
almost 35% more than surface-water irrigation
(DebRoy & Shah, 2003). Groundwater irrigation
encourages complimentary investments in fertilizers,
pesticides and high-yielding seeds. Output per
hectare from groundwater-irrigated areas is 1.2 to 3
times higher than surface-water irrigated areas
(Dhawan, 1989). In recent past, dependence on
groundwater use has increased tremendously
(Sakthivadivel, 2007), which improved stability in
cropping, but led to aquifer depletion (Rodell et al.,
2009; Shah, 2009) due to more groundwater
withdrawals than net recharge in north Indian states.
To minimize decline of groundwater levels, Managed
Aquifer Recharge (MAR) interventions are widely
adopted across India, supported by local
communities, state and central governments.

Groundwater greatly supports India’s food and
livelihood security (World Bank, 2010) and
contributes about 9% to India’s GDP (Mall et al., 2006).
The groundwater demand is rising from the non-
agricultural sectors (Shah, 2009). Groundwater
irrigated areas has increased 5-fold in the last five
decades (Garduno & Foster, 2010) and irrigates over
60% of the areas, which has been possible due to

drilling technology, mechanical pumps and rubber
pipes, and greater government support (Shah, 2009).
The rapid expansion in groundwater use in India has
been driven by tube well technology, government
support and subsidies, and farmer preference for the
inherent advantages of groundwater over other
sources (World Bank, 2010). On aggregate, India is
withdrawing more than the estimated safe yield.
About 29% of groundwater blocks are in the semi-
critical, critical, or overexploited categories. Average
block sizes vary from 300 km2 to more than 1,000 km2

in the major states. Groundwater pollution is serious
issue in India (Romani, 2006, 2010) due to
contamination of aquifers with 47% and 83.2%
sanitation coverage respectively for rural and urban
areas. Besides, climate change uncertainties pose
challenges for sustainable management of
groundwater resources.

India’s current water supply is approximately 740
billion m3. By 2030, water demand in India will grow
to almost 1.5 trillion m3. Climate change impacts are
expected to be most severe in India due to lower
adaptation capacity (Gosain et al., 2006). Climate
change will affect river discharges directly (Scibek et
al., 2007; Jyrkama & Sykes, 2007). Most of India’s river
basins could face severe water deficit by 2030. There
has been significant impact of climate change on
groundwater recharge and its availability (Lo´aiciga
et al., 2000; Varanou et al., 2002; Brouy‘ere et al., 2004;
Allen et al., 2004; Krysanova et al., 2005; Scibek &
Allen, 2006; Andersen et al., 2006; Jyrkama & Sykes,
2007). Aquifer systems have greater buffering capacity
against droughts and climate fluctuations (Dragoni
& Sukhija, 2008; Shah, 2009). However, hard rock
aquifers of India are highly vulnerable to climate
change due to low groundwater storage and yields.

STATUS OF GROUNDWATER RESOURCES AND
ITS USE IN AGRICULTURE IN INDIA

Water is essential for basic human need. It is a
precious natural asset and pertinent for sustaining
socio-economic development. With rapid population
growth, industrialization and urbanization, including
impacts of climatic change, there has been tremendous
pressure on the world’s water resources. Today, India
is facing the emergent water crisis. The status of
groundwater resources in India and the key issues
therein are presented in table 1. In India, the water
availability is increasingly declining. Besides,
deteriorating water quality is also a major issue. India
is already “water stressed” with per capita water
availability below 1,700 m3. With declining water
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availability, India is likely to fall into the category of
“water scarce” country with per capita water
availability below 1,000 m3. There have been
increasingly rising water demands in India from
industrial and domestic sectors along with the
agricultural sector.

Groundwater has been used widely for irrigated
agriculture in India. For example, about 60% of total
irrigated area is served by groundwater.
Groundwater has been developed rapidly in India
since 1960s. Groundwater extraction mechanisms
have increased from less than 1 million in 1960 to 26-
28 million in 2002 (Shah, 2003). In India, about 1
million new tube wells are added per annum since
1988. However, in recent past groundwater
dependence in agriculture has declined more rapidly
in India. The data related to groundwater use in
agriculture in India is presented in table 2.

India has around 20 million tube wells, which
have created a 185-200 km3 reservoir extracting 10,000
m3 to irrigate 55-60% of crops. In India, the
‘groundwater boom’ has been attributed to
government support to tube wells and electricity
subsidies to farmers. Many state governments have
begun restricting power supply to agriculture to cut
their losses. In agriculture, energy-irrigation nexus
can be a powerful tool for groundwater demand
management (Shah et al., 2003). There has been unique
nexus between electricity and groundwater irrigation

Table 1
Groundwater status in India

Source: CAEP-TERI (2011)

Table 2
Groundwater use in agriculture in India

Parameter India

Percentage of population whose livelihood 70
depend on agriculture
Percentage of population dependent on 55-60
GW for irrigation
No. of people dependent on GW for 586-639
irrigation, million
Start of GW irrigation boom 1970s
Annual Groundwater use (km3) 185-200
No. of Groundwater structures (million) 20.0
Extraction/Structure (m3/year) 9000-10000
Total annual GW recharge, BCM 432
Net annual GW availability, BCM 361
Total annual GW draft, BCM, recent data 150
Average output of groundwater structures 25
m3/hour
Average hours of operation/well/year 315
Selling price of standard-sized pump 1.0
irrigation (US$/hour)
Imputed value of groundwater used/year 6.0
(Billion US$)

Source: Shah (2006)

in India, which have benefited small farmers
depending on rainfed agriculture with access to
irrigation. With flat power tariff or free power,
informal groundwater markets for irrigation service
has benefited marginal farmers without own tube
wells to buy groundwater at a reasonable price (Shah,
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1993; Mukherji, 2007; Shah, 2009). However, it has
resulted in proliferation of blocks designated as semi-
critical, critical and over-exploited.

In West Bengal, one-tenths of its shallow tube
wells run on electricity (Mukherji et al., 2012). The state
has a total of 5.19 lakhs groundwater extracting
mechanisms (GWEMs), of these 1.09 lakh run on
electricity. The process of metering of electric tube
wells was initiated in 2007 and by 2010, 70% of
metering of electric tube wells were completed in the
state. All state electricity boards (SEBs) have charged
electricity tube well operations based on metered
consumption up to early 1970s. Between 1970s-1980s,
the SEBs found the transaction costs of metering to
be prohibitively high and introduced flat tariffs for
agriculture (Shah et al., 2007). As a result, the
transaction costs of bill collection was lowered, but
affected adversely the electricity and groundwater
sectors. Many state governments have used the
electricity tariff as an electoral tool of appeasement
and kept the flat tariffs very low (Dubash & Rajan,
2001). SEBs have used the unmetered electricity
supply to hide their inefficiencies. In this way, the
agricultural consumers become a liability for SEBs
and affected quality of services. Not only this, the
marginal cost of extracting groundwater was close to
zero, which provided incentive for over-pumping.
Recently, the area under paddy declined in some
districts of West Bengal due to restrictive
groundwater policies since mid-1990s (Mukherji et al.,
2012). Therefore, electricity supply management is
essential to enforce its groundwater concessions.

CONCLUSIONS

There has been meteoritic spread of wells and
tubewells in India. The groundwater economy of
India has boomed in recent past and considered
highly significant not only for the livelihoods and food
security of the poor, but also as an engine of rural
and regional economic growth. In terms of the
economic value of groundwater production, India has
active groundwater markets. The tubewell owners sell
groundwater for irrigation to their neighbours at a
price that exceeds their marginal cost of pumping.
The groundwater economy has emerged due to a need
felt by millions of farmers. The private capital
investment in groundwater structures is two-thirds
of public investment in surface irrigation. In the past
60 years, private groundwater investments in India
has been about US$ 12 billion compared to public
sector investment for irrigation at US$ 20 billion.
However, financial and economic benefits from

private investment in groundwater are considered
many times greater.

The declining water resources in India pose a
water management and governance challenge to
policy makers. There have been issues of weak
enforcement of the existing laws, ensuring adherence
to quality standards, insufficient coordination, and
overlapping roles of line ministries and departments,
inadequate application of market-based instruments.
For example, in India, there is an economic challenge
to introduce a sustainable and equitable tariff
structure for water. In most Indian cities, water is
provided at a very low and subsidized cost, not
reflecting the real cost resulting in wasteful use of the
resource and acute shortfalls in revenue realization
by urban water authorities, thereby, creating
dependency on operating subsidies, capital grants
and loans for developing new water infrastructure,
which calls for tariff reforms to ensure water
availability at its true value. No doubt, water policies
of India clearly emphasize sustainable utilization of
water resources, still India has to go a long way to
take control of a rather dim scenario of water resource
management.
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