
 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.07.28 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:7(2), July: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 4th July  

 Publication Date:30th July 2021 

 

 
40 

 

DEVELOPMENT STRATEGIES IN THE ERA OF FINANCE CAPITAL: AN INDIAN PERSPECTIVE 
 

Dr. Anup Kumar Saha 
Assistant Professor, Department of Economics 

Nabadwip Vidyasagar College (Double Accredited by NAAC) 
Nabadwip, Nadia, West Bengal, India 

 
Abstract 
 Finance capital led growth has made the development process a lopsided one. It has nourished the unemployment problem, 
strengthened the global inequality and enlarged the gap between real economic activities and growth of finance capital. Indian 
economy, one of the largest economies in the World, is also suffering the vagaries of finance-led growth. On this backdrop we have 
analyzed and justified three development strategies in the present paper. Strategies are revival of agriculture sector for inclusive 
development, quality employment generation to stimulate both the demand and supply side of the economy and finally productive 
social sector investment to make the development process more socially cohesive. 
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I. Introduction 

Financialization of the global economy is the most obvious outcome or rather a planned consequence of the neoliberal 
doctrine. Perhaps this is the end of globalization. Capital has become the supreme and the ultimate discourse of the development 
strategy at every forum. It dictates the means and ways of development. Commodities have become as a means of capital 
accumulation and not rendering the use values. Supremacy of money values leads the proliferation of pure financial assets such as 
futures, options etc. which has very insignificant relation with the real economic activities (Elson, 2000). Financialization process is 
self-driven as it does not require real economic activities of comparable size. As a result of this the volume of financial assets 
multiplies manifolds. This disproportional growth of financial sector has yielded some deep-rooted crisis such as currency crisis, 
financial crisis. Crisis is so profound in nature that it has questioned some basic tenets of the capitalist system.      

 
The neoliberal finance led imperialistic ideology juxtaposed a series of conditionalities as a part of hegemonic agenda of the 

developed world on the developing world such as very minimum role of the state, privatization, capital account convertibility, 
reducing import barriers, market determined rate of limited environmental resources, patent obligation, fiscal stimulus and flexible 
exchange rate etc. The basic premise behind this hegemonic agenda is that it will ultimately provide the first best solution that is the 
most efficient solution to the production sphere and so the overall rise of the global output. So, it is pertinent and customary to 
ascertain that development discourses have to have an overhaul to adjust the changed global perspective. 
 

The changing development discourse is now in a position to accommodate the vagaries of the financialization process. Earlier 
it was considered as a consequence of state-sponsored welfare programs. But free market proposition has cornered the role of the state. 
So, in the era of ‘minimalist state’ it is customary to design development strategies within and outside the domain of state. Strategies 
may vary from one nation to another but it is obvious that it is more contingent for the poor than the rich. Sate has to play more pro-
active role in the poor nations than in the rich nations.  

 
India is no more a poor nation; at least data depicts so, rather a leading emerging nation. It has not only achieved an envious 

high decadal growth rate during the last decade but also it stands-out firm even in the midst of several crises. It has become possible 
because of very delicate reform agenda by the government and just-in-time monetary adjustment by the central bank after the 
inception of new-economic reform. It has opened its boundary of late compared to other Asian economies such as China. After the 
opening up of the economy it has undergone multifaceted changes be it external sector reform or financial sector reform.  

 
In the preset of this dynamic position among the global leaders India is now at the stage of break-out. But still the high 

growth has not achieved the targeted level of development. Indian capital market has made its foray among the top five capital 
markets in every aspect but still one-fourth of the Indians are still living below the poverty level. India has produced significant 
number of billionaires following new economic reform but one-third of children of five-year-old are malnourished. So, it is very 
critical to define development in proper and to set the development strategies in its complex set in Indian perspective encompassing all 
the pro-poor issues within the structural bound of the globalized world. 
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On this backdrop the present study is an attempt to address three interrelated fundamental issues of development just on the 
basis of subjective prioritization. There are several issues related to the development but we have emphasized only three issues. 
Section-II deals with the employment, labour market and growth of informal sector. Labour is perhaps the most affected factor in this 
era of automation and finance capital. Section-III discusses about the strategic challenges and opportunities of the agricultural sector, 
the sector which is most neglected but employed still the largest proportion of the labour force even in this period of service-led 
growth. Agriculture is one of the important sectors which can promote the inclusive growth. Section-IV will focus into the issues of 
social sectors, the sector which is still mostly funded by the state. Finally, Section-V concludes the present study.  

 
II. Employment, Labour Market and Growth of Informal Sector 
Challenges which are evolved so far 

Economic growth is the precursor of employment. Following the neo-classical production process more economic growth 
ensures more employment generation if there is no technical change. But global economy has undergone a massive technical progress 
during the last two decades. The progress is fundamentally in terms of labour saving. The progress is spilled over across the globe 
without considering the structure of the labour market. Capitalism never encourages continuous full employment to keep the 
bargaining power of labour in check (Kalecki, 1943). 

 
The result is low employment elasticity of growth. India is perhaps the worst affected economy among the emerging nations 

in this respect. The Stage theory of Development and Fisher-Clark hypothesis clearly reveal the abnormal sectoral contribution of 
GDP with respect to the employment generation in India. Service sector is the highest contributor in the GDP and it employs the least 
number of labour forces. Jobless growth is the most disastrous outcome of globalization. Among persons of all ages, unemployment 
rate (UR) in the usual status (us) was nearly 3 per cent at the all-India level (NSSO, 2013). 
 

Capital supremacy over labour has augmented the gap between real economic activity and growth of finance capital. Finance-
led growth on the basis of market-based efficient model has widened the wage inconsistency between skill and unskilled labour forces. 
Even within the skilled labour forces the inequality in terms of wage is very high because of very specialized premium cost charged by 
the top management.  
 

One of the important structural issues in the present era of globalization is the growth of the informal sector. “Of the 413 
million prime-aged persons in the Indian labour force in 2004-05, the overwhelming majority, about 90 percent, are employed in low 
productivity informal sector jobs” (World Bank, 2010). The situation is further deteriorated during the last decade. Agriculture is the 
most unorganized sector in India and it employs half of the total labour force (NSEUS, 2007). This clearly supports the quality 
deterioration of employment. So indian economy has faced low employment elasticity during the last two decades because of 
following reasons: 
(a) Industry has failed to deliver the desired growth and so the employment generation compared to the other developing/emerging 
nations situated at more or less same development ladder. Industry has remained a stagnant sector in terms of growth even after the 
economic reform. Manufacturing sector has undergone a quarter century of stagnation, in contrast to many Asian peers that have 
moved up the technology ladder with a rising share of manufacturing in domestic output and global trade (Rodrik, 2015). 
(b) Service has failed to generate employment in the same proportion as its contribution to the overall GDP growth. 
(c) Even the agriculture sector has failed to absorb the additional labour force because of agri-mechanization and very low growth in 
the sector. The issue of agriculture sector is dealt separately in the next section. 
 
Strategies which must be evolved in future 

Any development strategy must be specific to address the employment generation problem as well as the evolving problems 
of the labour market.  Marx has pointed out that with the advent of the capitalist development higher growth will augur the 
unemployment rate in the economy. Indian labour market has undergone under-performance in terms of quality and volume. Over 
servisization and neglect of agricultural and industrial development had made the development non-inclusive whatever measure we 
opt to measure the development in true sense.     

   
There are several achievements in the industrial sector after the economic reform such as withdrawal of licensing regulation 

and allowing foreign investment in almost all industries. But it has not yielded the targeted result. Industry acts as the growth centre of 
an economy and it absorbs a lion share of the unskilled labour force. So, a targeted employment generation in this sector perhaps will 
be the most expected policy orientation in the next decade. It is difficult to analyse different strategies for different industries in a 
single paper but we can identify some specific issues which are very common across all the industries here.  The policy priority is 
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predicted here to be generating as much as employment in the industrial sector without sacrificing the competitiveness of the 
industries. Competitiveness is the core of capability building in this globalized world. 

 
The strength of Indian labour market lies on the cheap unskilled or semi-skilled labour force. China has used its cheap labour 

in the manufacturing and achieved the highest growth in the industrial sector after its deregulation. But India has missed the bus. So, 
any labour market reform in favour of labour should address this still untapped potential of our nation. Any prospective development 
in the area of small and medium scale industries will yield phenomenal result both in terms of employment generation as well as 
industrial growth. One of the most important impediments in this development is the lack of credit at affordable cost. There is a 
provision of priority sector lending by the public sector lenders. But credits from these lenders are not adequate. Of late government 
has come out with its policy for small and medium enterprises. Successful implementation of the policy and future follow up with 
more provisioning of capital for the sector will yield higher employment for the unskilled and semi-skilled labour force. 

 
One of the most important reasons of youth unemployment in India today is the lack of required skill. Rural youth 

unemployment is affected more because of lack of required skill than the urban rural youth. Vocational education specific for a 
particular industry can change the scenario within very short span of time. So a seemingly similar vocational course will not yield the 
desired result in this respect. It can be planned according to the area specific industrial need. As for example an area which is very 
suitable for Jute industry such as Hooghly district in West Bengal can go for setting up a vocational training institute which will 
impart the required skill to the youth of the area. The localization of skill development can be done even with the help of public-
private partnership. This will not only help employment generation but also with the overall growth of the industry along with all of its 
subsidiaries. 

 
The most debatable issue related with the Indian industry is the issue of disinvestment in this era of economic reform. This is 

not the place to discuss the issue in details. There are several studies which have demonstrated the impact of disinvestment on labour 
in India and most of these studies have revealed that in most of the cases unskilled and semiskilled labours have lost their jobs after 
the acquisition. This is primarily because of the over employment in the organized manufacturing sector in India. Government has 
failed to relocate and retrained the unemployed only providing them some short-term pecuniary gain at the cost of long-term distress. 
There is very little evidence of positive labour market reforms with the target of long-term capacity building in the economic reform 
process. Training of youth, retraining and entrepreneurship development are some of the important areas where target-oriented 
approach can yield effective result. So, labour reform should precede the future disinvestment process.  

 
III. Agriculture for inclusive growth 

The sector which is least addressed but most affected in this era of neo-liberalism is the agriculture sector though the sector is 
responsible for the highest amount of employment generation and livelihood creation in India. As per estimates by the Central 
Statistics Office (CSO), the share of agriculture and allied sectors (including agriculture, livestock, forestry and fishery) was 15.35 per 
cent of the Gross Value Added (GVA) during 2015-16 at 2011-12 prices. Over 58 per cent of the rural households depend on 
agriculture as their principal means of livelihood. This structural paradox has emerged today because of lop-sided development 
approach followed by the subsequent government after the independence. Public policies have favoured the service-led growth in 
India after the economic reform.    

  
So, any attempt for inclusive growth to raze the evil of poverty and inequality, the most perilous outcome of globalization, 

must starts with the revival of the agricultural sector. The International Food Policy Research Institute (IFPRI) has found that while 
growth in export of agricultural commodities reduces rural poverty, food staples for local and regional markets are usually more 
effective at generating economy-wide growth and reducing poverty at the national level (Diao et al. 2012: 403). 

 
One of the important policy challenges because of the failure of the agriculture sector across the globe is food inflation. 

Impact of food inflation is higher on the low-income group as food consists of the larger share of their expenditure basket. Higher 
price of necessities reduces the real wage rate of the common working class. As a result of decreasing purchasing power of the 
common working class, demand for commodities other than the necessities decreases. This simple demand linkage arising from the 
common working class primarily engaged in the agriculture and informal sector deters the supply side of the economy. The growth of 
finance capital has failed to address this growing divergence between the real economic activities of the broader mass. The smart 
money is more interested on speculative derivative instruments formulated and propagated by the neo-liberalists than the farm 
production. The amount of hot money entering into the agriculture commodity futures is much larger than the agricultural loan 
sanctioned in a year. This is the irony of capitalist development.      
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There are several specific issues which have arisen because of the neo-liberal policy affecting the agricultural sector. 
Capitalist development has occurred at the cost of the subsistence sector and not aiding the subsistence sector. The linkage between 
the agriculture and the other sector such as manufacturing and service has weakened whatever measure we have considered.  

 
Challenges which are specific to the agriculture sector because of neo-liberal doctrine 

There are at least four structural issues because of the neo-liberal policy which are responsible for the agrarian distress today.   
 Reduction of state support though the cost has increased manifolds; 
 Inadequacy of finance for agriculture; 
 Import policy favouring the dumping of food by the developed nations and 
 Very low amount of foreign inflow in the agriculture sector compared to the other sectors of the economy. 

 
Cost of agriculture has increased manifolds since the inception of the agri-mechanisation in India if we consider in terms of 

absolute amount of cost. Agri-mechanisation can be an efficient solution in terms of productivity if the size of the production is 
standardized on the basis of land-holding. Indivisibility is very much inherent within the process of the mechanization. The farm-size 
productivity debate in favour of increase in productivity is no more tenable in most of the cases following the menu of the “Green 
Revolution’ in India. Farm-size profitability argument has become more robust after the inception of agri-mechanization. The 
increasing cost of agriculture is not supported by increasing government expenditure. Rather government support in terms of subsidy 
and price has gradually reduced following the new economic dictate. The ‘minimalist’ status of government in this era of finance 
capital is in direct confrontation in the development of agricultural crisis. The sector requires a big push to overcome the mounting 
pressure arises out of the evolving processes in the developed sphere say in terms of high yielding verities and adoption of improved 
irrigation process. Very few private participants are engaged in this regard in India today. But this is not enough and even viable for 
the larger mass engaged in agriculture. So, a threshold level of government expenditure is the pre-requisite to build the required 
infrastructure in the sector. Private capital be it domestic or foreign can play a vital role in this respect but government finance not in 
terms of aid but in terms of planned capital formation must be in force before any food crisis engulfed our economy. The present 
intended investment in this sector may cause fiscal burden but it will certainly yield better investment prospect in the long run as 
inflationary expectation will certainly come down because of higher food production and food is the most significant in the 
expenditure basket of the common people. Several studies have shown that low inflationary pressure have positive impact on the flow 
of finance capital in the emerging economies. So, investment in the agriculture may be for the better accumulation of finance capital 
for the capital scarce economies.     

 
Perhaps the biggest challenge that the agriculture sector in India is facing today is the lack of adequate finance and finance at 

the viable cost. So both the quantity and quality of the available finance are the area of concern today. Loan with very high interest 
rate can’t be considered as potential input for the poor farmer. Rather it can aggravate the suicidal rate because of high indebtedness to 
the poor farmers. Public sector banks are facing stiff competition from their private counterparts. As a result of this public sector bank 
lending is gradually decreasing over time for the agriculture sector as lending to this sector is much riskier than any other sector. 
Private sector funding is still insignificant compared to the total required credit for the sector. Finance capital always chases high risk 
and highly profitable investment. Of late a sizeable amount of successful corporate funding for the agriculture sector is noticed 
primarily arranged and successfully organized by some of the food processing and FMCG companies. The journey has started but the 
pace is very slow. Private Equity (PE) investment can be a better alternative source of finance in this sector. There are few indirect 
instances of private equity participation primarily in food processing industry in India. Large integrated farming, conceptualized and 
financed by large corporate such as ITC enables the small farm growers to overcome the risk associated with their investment. Not 
only that it helps them to be the part of the greater market opportunities this model of large integrated farming also augments the 
productivity of the farmers due to greater access of advanced agricultural knowhow and the opportunity of skill upgradation. Selby 
(2012), Yumkella et al. (2011) have found several growth enhancing impacts on the agricultural sector while working on the Private 
Equity (PE) based investment in the agricultural sector in Africa.  

 
Agricultural export constitutes 10 per cent of the country’s export in 2015-16 which has improved compared to the previous 

decades. But the share is not comparable with the other agricultural economy such as Australia though India is the land of highest 
producer of some of the agricultural commodities in the World. Further there is enough scope to improve the productivity as the per 
unit productivity of land is still very low compared to global standard. The external demand of some of the cash crops produced in 
India is very high because of some specific quality traits of those crops. All of these features have made the future potential of the 
food processing industry very prospective. Food processing industry employs large number of semi-skilled labours so the industry has 
the capacity of quality employment generation. The industry also has enormous scope of localization of business processes on the 
basis of produce of the soil. If government can provide some sorts of sops to the localizing agro business processes and make them to 
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grow into a large cluster in the days to come then certainly there will be mark difference in terms of production, employment 
generation and last but not least export earning. Commodity specific targeted export orientation with private-public partnership can 
yield better future outcome.   

 
IV. Social Sectors for further inclusion 

Being the second largest democracy in the world on the basis of population and a significant proportion of the mass is still 
living below the poverty line in India, the role of the social sector is very fundamental for further inclusiveness in the development 
process. Tax-financed government services impact the level of utility and the production. It affects real economic variables. Utility 
type government expenditure decreases the growth and savings rate whereas productive type government expenditure increases both 
the rate initially (Barro, 1990). Health and education are the two important components in this sector. 

 
Growth of finance capital does not have direct conflict with the social sector investment. Even it is very difficult to quantify 

the impact of finance capital on the social sector. What we can do is to justify the level of investment in the social sector with the 
growth of the finance capital.   

 
However, inequality has increased with the growth of finance capital (Piketty, 2014). Increased inequality further strengthens 

the exclusion from the development process. Market does not ensure the need-based distribution. So, a sustainable supportive public 
policy for the social sector is very much essential. But there are several structural constraints to frame and maintain the supportive 
public policy: political constraints and financial constraints.  

 
Political Issues  

It is very difficult to plan a specific public policy for a very long term in a multiparty democratic set-up such as in India due 
to political instability. The severity of “soft changes” in the government set up typically known as elite political instability such as 
fragile majority or minority government has seen in India after the new economic reform. As this sort of fragility deters the growth 
potential of a nation so even if the relative amount for the social sector remains constant but the absolute amount varies with this 
fragility. 

 
This is not specific for India it is a worldwide problem in this era of finance capital. We assume that there must be some 

correlation between this increasing political instability and proposed government expenditure. The empirical validity is beyond the 
scope of this paper.   

  
Expenditure for the social sector is largely guided and framed by the ruling political party on the assumption that people and 

especially some targeted group will be benefited from those projects and in turn they will elect the government for the next term. 
Policy preferences of political parties are derived from opportunistic re-election motives (Persson et al., 2007). If the two consequent 
governments differ in their political affiliation, then it is observed that the subsequent government has changed the allocation and 
expenditure pattern for the social sector. So frequent political changes in this era of finance capital both in the Centre and States have 
impacted the social sector expenditures.  India’s social sector expenditure in the 1990s was lower than that in the 1980s and also less 
than that of most other developing countries (Deb and Mooij, 2002). 

 
Even the structure of the government can influence the social policy. Coalition government may have more demand for social 

sector investment than a single party government. Again, sectoral composition for social sector investment may vary because of 
diverse preference among the political parties. Some government has more emphasis on health whereas other is more interested in 
education or affordable housing. For example, more than Three decades old Leftist rule in West Bengal, has made private investment 
in Education sector very restrictive but the control is loosening after the fall of Left rule at present.  

 
Fiscal Constraint on Social Sector 

There is mention about the social sector both in the Concurrent list and the State list in the Indian Constitution. It is observed 
that the state governments contribute the lion share of the social sector expenditure. It varies between 50 percent to even 80 percent of 
the total expenditure. State governments in India have very limited scope of enhancement of social expenditure because of their 
limited scope of income enhancement within the federal structure of the nation. Again, the central allocation for the state governments 
is guided by the recommendation of the Finance Commission primarily on the basis of the population which may sometimes ignores 
the differential need of different states. 
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The allocation for the social sector in India has increased substantially in absolute term with the higher growth of the GDP 
following the economic reform but it is still very far from the level of the developed nations of comparable size of our economy in 
relative terms. It is still less than 10 per cent of the GDP.  It is sometimes argued by the proponents of proactive fiscal policy that the 
basic problem of the social sector is not the inadequacy of resources rather it is the inefficiency of the resources both in terms of 
technical and allocation.    

 
Fiscal constraint is the fundamental constraint for a government to expand the base of the social sector expenditure. As the 

expenditure is broadly earmarked as a per cent of total national income so the absolute amount varies with the variation of growth. As 
the growth volatility has increased in this era of finance capital so the variation of government expenditure also varies significantly in 
absolute term. For example, if we think of the period just after the recent global financial crisis (2008) then we can conclude 
effortlessly that it causes heavily to the government exchequer to bail out from the economic disaster. Indian economy has undergone 
severe fiscal constraint in terms of rising fiscal deficit and thereafter lagged inflationary impact on the economy. So, government has 
maintained the budgetary as well as actual allocation of social sector expenditure in term of per cent of GDP but it has constraint the 
fiscal situation badly after the global financial crisis. 

 
Government has failed to bring any significant shift in the social sector expenditure front after the economic reform in terms 

of relative contribution.  Higher growth and radical policy changes to increase the spending capacity of the government are the 
precursors for higher allocation of social expenditure. Of late private capital is getting involved in this space introducing a number of 
social entrepreneurial projects. Public private partnership and involving more and more private capital in this regard can do away the 
problem of resource constraint.  

 
V. Conclusion 

We have emphasized on three strategic issues: employment, agriculture and social sector. We have supported the defeat of 
the top-down approach of development. Our strategic prioritization among the development policies is to include the bottom of the 
pyramid. Employment generation and revival of the agricultural sector will certainly improve both the demand side and supply side of 
the economy and improvement in the social sector will certainly fill the lacunae of distributive injustice arising in the name of 
efficiency of the neo-liberal doctrine. 

 
We have not intentionally talked about the industrial sector and service sector as we think that there are enough though not 

sufficient policy changes for those sectors in place. Higher growth of agriculture sector is an urgent need to feed the growing mass. 
Quality employment generation is the key to boost the present demand dampened slowing economic growth. Productive social sector 
investment will include the excluded marginalized section and make the development process more socially cohesive. 
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