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India's Data Centre Boom and Its Resource
Constraint

=  Business Standard 13 June 2026 GS3

Source: ujiyari.com — Free UPSC & State PCS Current Affairs

" INTERVIEW ANGLE
‘ "Data centres are the physical backbone of the digital economy, but they are thirsty and
power-hungry. As India courts Al investment, how should it balance digital growth against

water and energy stress?"

Source: Original editorial »  Business Standard

(® Every fact web-verified against primary sources

WHY THIS MATTERS NOW

India’s data-centre boom is one of the most resilient investment stories of the moment, but its power and
water demands, magnified by Al, are its binding constraint. For an aspirant, this is a GS3 case bridging

digital infrastructure, energy and water stress.

THE CRUX IN 60 WORDS

Data centres anchor the digital economy and the Al era, drawing steady investment. But they are
electricity and water intensive, and Al-grade compute multiplies the demand, straining the grid and scarce
water. The constraint is resources, not capital. The fix is renewable-powered, water-efficient, well-sited

data centres, with digital-infrastructure planning integrated into energy and water policy.
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THE ISSUE, DECODED

CONCEPT WHAT IT MEANS WHY IT MATTERS

Data centre Facility housing computing and storage =~ Physical backbone of the digital economy
Resource intensity  High power and water use The real limit on the boom

Digital sovereignty = Control over data within borders Drives demand for domestic capacity
Green data centre Renewable-powered, water-efficient The sustainable path for growth

THE ANALYSIS: CAPITAL IS EASY, RESOURCES ARE HARD

O A resilient industry. Data centres attract investment even amid wider uncertainty.
© The A1 multiplier. Compute-hungry AI models sharply raise electricity and cooling demand.

3] The resource squeeze. Grid pressure and localised water stress can be deepened by a rapid build-

out.

o The climate link. Fossil-powered data centres undercut net-zero goals.

DATA AND INSTITUTIONS VAULT

data localisation requirements and the Digital Personal Data Protection Act, 2023 raise demand for
domestic data centres. The resource stress: India is among the most water-stressed large economies;
cooling is a major data-centre water use. The policy link: integrate with renewable-energy targets and the
National Water policy framework; explore waste-heat reuse. Concept: digital sovereignty; green

computing; the energy-water-digital nexus.

THE DEBATE

Argument that growth should lead: Data centres are a high-value, strategic industry; their resource use is

justified, and efficiency gains and markets will manage demand.

Argument that resources bind: Power and water stress are real and local; without green design and wise

siting, the boom deepens scarcity and undercuts climate goals.
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HOW TO THINK ABOUT IT

Frame the answer around capital versus resources: the boom’s limit is power and water, not money. Argue
for shaping, not slowing, the industry through renewables, efficient cooling and siting. Use the energy-water-

digital nexus to connect technology and environment.

THE DIAGRAM IN WORDS

Picture a city of glowing server-halls rising in a region where the taps already run dry in summer. The buildings
hold the future, but they drink from the same wells as the farms around them. Powering them with sun and

cooling them with closed loops keeps both the city and the wells alive.

PYQ LINKAGE

UPSC has asked about the digital economy, data protection and water stress. This editorial connects those into

the integrated theme of sustainable digital infrastructure.

THE ONE-LINE TAKEAWAY

India’s data-centre boom is limited not by capital but by power and water; greening and siting it wisely is what

separates sustainable digital growth from self-inflicted scarcity.

Source: India's Data Centre Boom and Its Resource Constraint — Ujiyari.com | Free UPSC & State PCS Editorial

Analysis

® KEY ARGUMENTS AT A GLANCE
India’s data-centre expansion is one of the few investment stories
insulated from broader economic and energy uncertainty, but the
sector’s heavy power and water demands, magnified by the Al
boom, are the binding constraint on its continued growth and
must be managed.

v SUPPORTING

* Data centres anchor the digital economy and the Al era, attracting sustained investment

and supporting data-localisation needs and digital sovereignty.
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* The sector’s electricity and water intensity, especially for cooling Al-grade compute,
places real stress on already constrained resources and on the grid.
* Without renewable power, efficient cooling and water stewardship, the boom could
deepen local water and energy stress and undercut climate goals.
\
(
A COUNTER
Some argue that data centres are a high-value, strategic industry whose resource use is
justified, and that market forces and efficiency gains will manage demand without heavy
intervention.
\
(
— WAY FORWARD
Mandate renewable-powered and water-efficient data centres, site them with resource
availability in mind, incentivise efficient cooling and heat reuse, and integrate digital-
infrastructure planning with energy and water policy.
\

PRACTICE TODAY'S QUIZ

‘;T
) Take the 13 June 2026 Quiz —

",g, MAINS ANSWER FRAMEWORK

QUESTION
"The data-centre boom is constrained less by capital than by power and water." Examine the

opportunities and resource challenges of India’s digital infrastructure expansion. (250 words)

INTRODUCTION

Every cloud has a physical address. India’s data-centre boom is the concrete, power and water beneath

the weightless digital economy, and its growth runs into a very physical limit.

BODY

Data centres are among the most resilient investment stories in India, drawing capital even amid wider
economic and energy uncertainty. They are the backbone of the digital economy, of data localisation
and digital sovereignty, and now of the artificial-intelligence era, whose compute-hungry models

require ever-larger facilities.
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The constraint is not capital but resources. Data centres consume large amounts of electricity, and Al-
grade compute multiplies that demand; they also use significant water for cooling.

In a country with grid pressures and acute, localised water stress, a rapid build-out can deepen both.
The risk is that a strategic industry grows in ways that strain the very resources its host communities
depend on, and that undercut climate goals if powered by fossil fuels.

The answer is not to slow a valuable industry but to shape it. Data centres can be required to run on
renewable power, with storage to firm intermittent supply; they can adopt water-efficient and closed-
loop cooling, and reuse waste heat; and they can be sited where energy and water are genuinely
available rather than where they intensify scarcity.

This demands that digital-infrastructure planning be integrated with energy and water policy rather
than treated in isolation. Handled well, the boom can be a showcase of green digital growth; handled

carelessly, it imports a resource crisis into the heart of the digital economy.

CONCLUSION

India's data-centre boom is welcome, but its future is bounded by power and water. Greening and

siting it wisely is the difference between sustainable digital growth and self-inflicted resource stress.
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