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Abstract 

Foreign direct investment (FDI) policies have generated major political conflict and 
market contestation in the last twenty years of Indian economic liberalization. They have 
fluctuated between permissiveness towards foreign capital and restrictions on 
multinational firms. This is epitomized by the current intense controversy over the entry 
of multinationals like Wal-Mart into the Indian retail sector. Why have foreign direct 
investment rules in India been so contentious and erratic, particularly when they have 
been less controversial and more stable in other rapidly industrializing countries?  
 
Observers typically explain this political behavior in terms of battles between deeply 
entrenched rent-seeking interest groups, where regulatory outcomes are determined by 
organizational or material power. However, this view fails to explain puzzling outcomes 
such as why weaker or less resourced groups often prevail in policy battles. Alternative 
views invoke the role of economic nationalism or the ‘liability of foreigness’, but have 
difficulty explaining temporal variation in nationalist support for foreign versus domestic 
firms as well as cross-national variation in FDI rules in other similarly economic 
nationalist countries like Brazil. This dissertation argues that conventional explanations 
of how economic and political actors engage in the policymaking process are at best 
incomplete. The state may be an arena of competition, but policies are not simply 
determined by unambiguous material interests nor undifferentiated notions of economic 
nationalism. A crucial missing factor is the legitimacy that is accorded to foreign and 
domestic business actors in policy contestation. This legitimacy is based on historically 
salient cultural representations of the ethical ‘orientations’ of foreign and domestic firms 
as ‘traditional’ ‘rapacious and speculative traders’ or ‘modern’ ‘Captains of industry’. 
 
This dissertation addresses fundamental questions about the legitimate role of business in 
society. It integrates theoretical insights from political economy, economic sociology, 
international management and organizational theory to argue that firm legitimacy is 
shaped by cognitive and cultural schemas: rationalized causal ideas imbued with 
powerful socio-historical meaning. These schemas couple causal means-ends 
relationships with historically salient cultural representations that legitimize and 
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delegitimize the role of domestic and foreign firms as ‘traditional’ or ‘modern’ economic 
actors. They serve as interpretive frameworks through which actors make sense of the 
complexities of their institutional environment, and as guides for purposive action.  
 
Two major theoretical arguments run through the dissertation. The first provides a 
socially and politically embedded conception of economic policy preferences as both 
cognitive and cultural constructs. It thus presents culture and cognition not as competing 
theoretical explanations, as is often done in comparative and international political 
economy, but rather as mutually reinforcing but analytically separable components that 
dually constitute actors’ preferences. Further, it shows how creative and purposive actors 
develop economic ideas that causally link policy means to economic ends, thus 
highlighting the role of agency that is often downplayed in economic sociology. 
Crucially, these causal ideas are not simply technical artifacts; they are deeply embedded 
in historically salient cultural representations of foreign and domestic economic actors, 
and serve as resources that are deployed in the realm of political contestation. This view 
of preferences contrasts both with ‘thin’ and under-theorized conceptions of this crucial 
theoretical construct as well as over-socialized depictions of actors that obscure agency.  
 
Second, the dissertation analyzes political contestation among business and government 
actors in the regulatory and market domain through the construction of cognitive and 
cultural categories of capitalist legitimacy. These categories are structured by socially 
meaningful and historically rooted symbols, narratives and tropes that legitimize and 
delegitimize competing foreign and domestic firms. Crucially, they show that perceptions 
of foreign capital do not arise independently; they are relational and depend on cultural 
beliefs about domestic business actors. The dissertation shows how these categories aid 
cognition under conditions of environmental complexity and uncertainty by shaping the 
perception of business actors as either ‘traditional’ and ‘rapacious’ or ‘ethical’ and 
‘modern’. This determines which firms are understood as inhibiting or advancing wider 
goals of industrial development and societal progress, and hence which firms are deemed 
eligible for policy support. The dissertation then shows how these categories shape state 
actors’ efforts to design FDI polices aimed at supporting or constraining ‘legitimate’ and 
‘illegitimate’ business strategies and practices of domestic and foreign firms, which in 
turn has major effects on the distribution of ownership and managerial control between 
foreign and domestic firms in equity joint ventures and competitive market outcomes. 
The analysis thus provides a novel explanation of what is often depicted either as 
idiosyncratic shifts in Indian FDI policy, outcomes driven by underspecified interest 
group competition, or the rent-seeking behavior of Indian business and political actors.  
 
In sum, this dissertation contributes to political economy, economic sociology and 
international management by showing how economic ideas and cultural representations 
shape perceptions of the legitimate role of business in society. This determines 
government policy, firm strategy and ultimately market outcomes in contemporary India. 
It does so by analyzing political contestation over foreign direct investment policy rules 
in India from the late colonial period through the present (1870-2012), and includes a 
chapter long comparison of post-war India and Brazil. The dissertation is based on 
extensive archival and field research in India, the United Kingdom and the United States. 
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Dissertation Chapter Summary 
 

Chapter One 
Chapter One provides an introduction to the dissertation, discussion of methodology and 
chapter outline. It suggests that for policymakers and other societal actors struggling to 
make sense of the complexities and dynamics of the economy, the politics of foreign 
direct investment often comes down to a single question: who are the legitimate 
economic actors through which the development goals of the nation should be realized? 
That is, whose activities and business practices contribute to the pursuit of industrial 
development and wider modernity? While these end goals themselves are objects of 
societal contestation, a central element of the process is determining the means through 
which policy ends should be achieved and the nature and identity of the actors that should 
receive policy support. A similar set of questions also holds for domestic firm actors: 
how should Indian capitalists respond to the threats and opportunities presented by 
foreign firms? Contrary to many theories that naturalize capitalists’ interests, economic 
actors in fact face complex questions when determining their preferences and formulating 
their strategies. Might it be more beneficial to have foreign firms participate in the Indian 
economy so as to gain access to the valuable array of financial, technological and 
organizational resources they might provide, or is the competitive threat that foreign 
firms present too great? Ultimately, the question is not only whether foreign firms should 
be allowed entry into the domestic economy, but crucially should foreign firms be 
governed by the same rules as their domestic counterparts or should conditions be placed 
on foreign firm’s participation in the domestic economy so as to maximize the hoped-for 
benefits and minimize much-feared costs? This uncertainty about how to regulate foreign 
firms provides insight to the long-run historical variation in policies that oscillated 
between support for Indian private capital and foreign firms from the late 19th century 
through the present.  
 
This chapter introduces the framework used to analyze political contestation over foreign 
direct investment (FDI) rules during the current liberalization period in India (1991-
2012). It shows how economic agents seek to present themselves as legitimate actors 
through which the development ambitions of the Indian state and wider society can be 
realized. This process involves significant agency and contestation between competing 
economic actors. It  argues that Indian economic actors compete to legitimate themselves 
and delegitimize others by creating and deploying cognitive and cultural categories of 
‘traditional’ and ‘modern’ business actors. These categories are underpinned by 
rationalized causal ideas that are imbued with historically salient cultural representations 
of foreign and domestic business actors. They serve as interpretive frames through which 
state actors determine the legitimate role of foreign and domestic firms in national 
development. The cognitive and cultural categories of capitalist legitimacy are 
summarized in the table below and expansively elaborated in the analysis in the 
dissertation. Crucially, each of these categories is underpinned by a causal logic that 
rationalizes the practices of foreign and domestic business actors and imbues these 
practices, identities and cultural representations with historically salient social meanings 
that accord or deny legitimacy. The chapter describes the extensive archival and field 
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research that was employed in support of the dissertation’s main arguments and findings 
and presents the chapter organization of the manuscript. 
 
Cognitive and Cultural Categories of Capitalist Legitimacy in India (1870-2012) 
 

Traditional Indian economic actors 
Illegitimate ‘speculators’ and ‘bazaar traders’ 

 

Modern Indian economic actors 
Legitimate: ‘captains of industry’ 

Traditional foreign economic actors  
Illegitimate: ‘neo-imperial instruments’ 

Modern foreign economic actors 
Legitimate: ‘technology providers’ 

 
1. Traditional Indian economic actors  

a. These economic actors are characterized by ‘traditional’ business practices that are 
oriented towards short-term profit gains from trade, speculation and moneylending. They 
do not invest in ‘legitimate’ long-term activities such as manufacturing that are perceived 
to broadly contribute to development; instead, they profit from economic activities that 
keep the Indian economy trapped in ‘underdevelopment’ and backwardness. They do not 
partner with foreign firms as a means of long-term technological learning and upgrading, 
but rather as a short-term speculative profit opportunity. 

2.  Traditional foreign economic actors 
a. These economic actors are characterized by ‘traditional’ business practices that are neo-

imperialist. In the late colonial period they focus on commercial trade in overseas imports 
rather than investing in local manufacturing. The East India Company is the exemplar. In 
the contemporary period they reflect multinational companies that displace local firms 
through unethical business practices and abuse of market power. As a result they are seen 
as contributing to the subjugation of India in the global economy. 

3. Modern Indian economic actors 
a. These ‘modern’ economic actors are perceived as ‘Captains of Industry’ who strive to 

develop new manufacturing industry that contribute to national development. They 
heroically persevered in the face of adversity from colonial authorities, abusive 
multinationals and the shackles of the Indian state under the ‘license-quota-permit’ Raj to 
now drive India’s dramatic economic growth. These firms seek productive collaborations 
with foreign firms to gain access to new technologies. The Tata Group is an exemplar. 

4. Modern foreign economic actors 
a. These ‘modern’ economic actors develop locally based technology-intensive industries 

that provide multiple benefits to a wide variety of domestic actors: high wage skilled 
labor, technology transfer to local firms and hard currency exports earnings. They are 
willing to collaborate with Indian firms, hire local managers and ultimately contribute to 
the growth and ‘modernization’ of the Indian economy. Hindustan Lever is an exemplar. 

 
 

Chapter Two 
Chapter Two is entitled Theorizing Preference Formation and Categorization. It 
provides an extensive discussion of the theoretical argument introduced in this 
dissertation summary and elaborated in the dissertation. It does so by locating the 
argument firmly in the inter-disciplinary literature on the new institutionalisms in 
political science, sociology and economics.  
 
Interests, preferences and institutions are central analytic concepts used to explain human 
behavior and economic outcomes in comparative and international political economy. 
This is especially so in the ‘new’ institutionalisms, whether the rational choice, historical 
institutional or sociological variants that simultaneously re-emerged as distinct paradigms 
in the 1980s and 1990s (Hall and Taylor, 1996). This renewed interest in the study of 
institutions has produced an increasingly fruitful inter-disciplinary exchange in the social 



 
5 

sciences, particularly as scholars realized that the debate about institutions over the past 
three decades was due less to paradigmatic wars than to each approach responding to the 
behaviorism of the 1960s (Hall and Taylor, 1996; Immergut, 1998). This recognition 
revealed commonalities among the competing paradigmatic approaches to institutions 
that in turn has led to growing theoretical dialogue (Immergut, 1998; Thelen, 1999; 
Campbell and Pederson, 2001; North, 2005; Katznelson and Weingast, 2005; Scott, 2008; 
Hall, 2010) and is becoming increasingly apparent in empirical work (Mahoney, 2000; 
Greif, 2006; Acemoglu and Robinson, 2006; Mahoney and Thelen, 2010).  

The literature sees preferences, interests and institutions playing an important role in 
shaping human action, but competing paradigms disagree on the constitution of actors, 
interests and institutions, and the nature and direction of the causal relationship between 
them. This reveals the twin tensions at the ‘theoretical core’ of the new institutionalisms. 
There is a tension between materialist and constructivist sources of preferences and 
interests, and a tension between structure and agency. The location of different 
institutional approaches on each of these intersecting dimensions provides distinct 
theoretical predictions of the sources of interests and preferences that shape economic 
agents’ political behavior and produces policy and economic outcomes.  

The concepts of economic interests and policy preferences are frequently invoked in the 
field of political economy and are central to social scientific understandings of behavior. 
However, they are often conflated and poorly defined. As such, the chapter begins by 
providing a rigorous definition of these fundamental concepts. It then presents a critique 
of dominant approaches of deducing policy preferences from economic actors’ structural 
position as well as those moving beyond static sources of preferences to assess 
shortcomings in models of dynamic of preference change via Bayesian learning. It 
provides an alternative socio-political view of preference formation as a cognitive and 
cultural process while stressing the analytic role of power. The chapter then 
operationalizes the argument in two key ways. First, it identifies rationalized causal ideas 
and social meaning as mutually reinforcing but analytically separable components that 
constitute policy preferences, and shows how economic agents deploy these as resources 
in trying to shape the institutional domain of FDI policy. It shows how socially 
meaningful causal relationships that link foreign and domestic business actors to 
industrial development outcomes are embedded in salient narratives and cultural 
symbols, which are used to convey technical conceptions of economic theory and 
industrial technology in policy disputes. The chapter then directs attention from the 
theoretical foundations of preference formation to the role of cultural categories of 
capitalist legitimacy by theorizing the role of categories as cognitive and cultural devices 
in the preference formation process. It shows how categories are structured by socially 
meaningful and historically rooted symbols, narratives and tropes and are deployed to 
legitimize and delegitimize foreign and domestic economic actors in the course of policy 
contestation and institutional reform.  
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Chapter Three 
Chapter Three is entitled Institutional Origins: the Rise of Economic Nationalism in 
India (1870-1905). This chapter locates the institutional origins of Indian economic 
nationalism in the late 19th century. It identifies how economic nationalists emerged and 
how these actors’ preferences towards foreign capital were shaped through empirical 
analysis of the discourse and debates of the period. The chapter establishes the late 
colonial foundations of the institutional environment in which the subsequent politics of 
industrial policymaking took place.  
 
The chapter begins to operationalize the theoretical framework introduced in the previous 
chapter in two ways. First, it explores the tension between the structural and cultural 
determinants of institutional origins by showing how institutions were mutually shaped 
by subjective-cultural and objective-material factors. The approach captures the crucial 
link between the concrete material processes of British imperial hegemony and the 
uneven development it created, and the cultural categories of meaning and practice -- 
including those of imperial domination as well as nationalist resistance -- that co-evolved 
in the late 19th century global political economy. Rather than assessing these material and 
cultural factors as separate or competing explanations, as do strands of the political 
economy literature from rational choice to pragmatic constructivism (cf. Lake and 
Powell, 1999; Levi, 2009; Herrigel, 2008, 2010), it draws on recent classics of economic 
sociology to argue that they are in fact but “two translations of the same sentence” 
(Bourdieu and Wacquant, 1992) that should be placed in the same analytic framework 
(cf. Bourdieu, 1977; Giddens, 1984; Sewell, 1992; Fligstein, 2008). Social structure is 
thus “dually” comprised of structural-material as well as cultural-constructivist resources.  
 
Second, the analysis places actors and agency at its core. The chapter shows how Indian 
nationalist actors creatively combined indigenous and foreign ideational and cultural 
resources to develop novel cognitive and cultural schemas suited to their own political-
economic context and used them to challenge British imperial hegemony. Agents play a 
central role in this framework through their capacity to “reinterpret and mobilize an array 
of resources in terms of cultural schemas” and to “transpose and extend [those] schemas 
to new contexts” (Sewell, 1992:19; see also Goswami 2002:784). This agency-centric 
view contrasts with alternative cultural approaches such as ‘world society’ theories 
(Meyer et al, 1997) that analyze the diffusion of ideas but see the adoption by actors as 
passive imitation. (Go, 2012).  
 
This agency-oriented cultural approach accords well with political economists’ focus on 
conflict and contestation. The utility of the framework is revealed in this chapter through 
the contradictions of the British colonial project and the entry points it provided for 
nationalist agents who had deep knowledge of the system of intellectual control that the 
British wielded through rationalized ideas of science and economics. This knowledge 
empowered well-positioned actors to devise creative critiques that informed the 
nationalist position. Thus actors’ location in social structure is important but is not 
deterministic as structural-functional theories suggest. Instead, structural position in 
socially defined categories of class, race, nationality, wealth, education, occupation and 
social prestige provide “knowledge of different schemas and access to different kinds and 
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amounts of resources and hence different possibilities for transformative action” (Sewell, 
1992:21). 
 
 
 

Chapter Four 
Chapter Four is entitled Constructing Cultural Categories of Capitalist Legitimacy: 
Indigenous Economic Agents and Modernizing ‘Indian Economic Man’. This chapter 
builds on the analysis of imperialist-nationalist political discourse in Chapter Three by 
examining the cultural construction of emerging Indian capitalists whom British colonial 
actors referred to as ‘Indian Economic Man’. The analysis draws on a combination of 
primary archival and secondary sources to consider the relationship between three sets of 
actors: colonial authorities, nationalist political actors and indigenous capitalists. It begins 
by identifying a common problem that nationalist and imperial actors faced: the 
‘traditional’ economic conventions of ‘Indian economic man’ were considered 
incommensurate with the institutions of modern capitalism and the development 
ambitions of Indian economic nationalists. It shows how these competing political actors 
arrived at a similar binary view of Indian business as ‘traditional’ or ‘modern’ despite 
their otherwise diverging political objectives. It then shows how the dichotomy between 
‘traditional’ and ‘modern’ that shaped the legitimacy of foreign and domestic capital 
nevertheless served both colonial and nationalist purposes. 
 
The chapter also assesses the response of indigenous capitalists and highlights their 
attempts to navigate this politically contentious and dynamic institutional environment. 
While colonial and nationalist actors provided conflicting representations of emerging 
Indian economic actors, these indigenous capitalists were neither political tools nor 
cultural dopes; they displayed significant agency in resisting the attempts of modernizing 
imperial and nationalist actors to categorize them as backward. They challenged this 
cultural categorization by organizing and projecting an image of themselves as ‘modern’ 
economic actors, thereby asserting a role as expert managers of the Indian economy and a 
viable alternative to foreign capital in the nationalist pursuit of industrial development.  
 
 

Chapter Five 
Chapter Five is entitled Contesting Modernity Amidst Global Uncertainty: Competing 
Visions of India’s Future and the Meaning of Development. The chapter builds on the 
analysis in Chapter Three, which described the emergence of a relatively cohesive Indian 
economic nationalism organized around imperial resistance and economic drain theory in 
the late 19th century. This first wave of nationalist frustrations with colonial rule exploded 
in the swadeshi movement and boycotts of British manufactured goods around the turn of 
the century. Chapter Four revealed how these nationalist agitations led to the beginning 
of formal interactions between the Indian National Congress and colonial authorities as 
the latter sought to address nationalist grievances, particularly around indigenous 
industrialization. While political contestation in the period leading up to the First World 
War was firmly the nationalist-imperialist mold, this chapter analyzes the fractures that 
emerged amongst nationalist elites during the inter-war period in what had been a 
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relatively consensual understanding of Indian economic nationalism. This contestation is 
crucial for understanding the politics and foreign investment policy direction of the soon-
to-be independent India.  
 
The chapter identifies critical historical antecedents of post-independence policymaking 
in late colonial development debates as two new sets of competing nationalist belief 
systems emerged to challenge the imperial development orthodoxy. These systems, based 
on Mohandas Gandhi’s moral philosophy and Jawaharlal Nehru’s scientific socialism, 
constituted the principal tools with which twentieth century Indian nationalists contested 
colonial power as they approached independence in 1947. This contestation was a deeply 
social process, with competing systems designed to fit with particular constructions of 
historical memory (cf. Abdelal, 2001). They provided particular meanings to the process 
of industrialization and development first to challenge imperial system of thought based 
on classical political economy, and then increasingly turning to internal contestation as 
the Indian National Congress moved closer to gaining state control. Finally, both systems 
ascribed radically different roles to foreign and domestic capital. Gandhian development 
was based on small-scale village-based industry employing ‘traditional’ production 
technologies, but nevertheless retained a legitimating role for large Indian capitalists as 
‘trustees of the nation’s wealth’. Nehru’s scientific socialism, by contrast, relied on the 
state as the legitimate economic actor that would control the economy from the 
‘commanding heights’ as a means of driving modern industrial growth through large-
scale capital and technology-intensive industry. Private Indian capital was relegated to a 
subordinate role in consumer-oriented industries and would be tightly controlled by an 
elaborate industry licensing system. Crucially, the rationalized causal ideas and social 
meaning underpinning these competing systems schemas prescribed radically different 
roles for foreign investment. Both Nehru and Gandhi saw foreign capital as the tool of 
British imperialism. However, foreign capital and technology were a necessary evil under 
Nehruvianism in order to acquire the technologies need to build ‘modern’ industry; the 
problems of legitimacy they presented would be addressed by managing private capital 
through statist control mechanisms. By contrast, foreign investment had no role to play in 
Gandhianism given its reliance small-scale industry using indigenous technologies: it was 
entirely illegitimate. This shaped competing preferences towards foreign investments by 
adherents of Gandhianism and Nehruvianism that persisted in the post-independence 
period. 

 
Chapter Six 

Chapter Six is entitled Constructing Economic Interests and Policy Preferences in Post-
War India and Brazil. The chapter places the wider argument of the dissertation in cross-
national comparative perspective by examining post World War II industrial development 
efforts in India and Brazil. It explores the tension between rational-materialist and 
cultural-constructivist theories of political economy by comparing foreign direct 
investment policy preferences in India and Brazil. It shows how, despite occupying 
similar structural positions in the global political economy, having similar development 
goals of transforming their countries from primary commodity producers into modern 
industrial powers, and facing similar financial, technological and other material 
constraints in promoting manufacturing industry, India and Brazil adopted radically 



 
9 

different approaches to regulating foreign capital. These differences were not limited to 
government policy; Indian and Brazilian business actors also pursued different strategies 
in engaging with foreign firms despite their similar size and organizational capabilities 
and facing the same global economic environment characterized by the aggressive post-
war expansion of US multinational firms.  
 
The chapter then identifies the source of variation in preferences towards foreign direct 
investment. It argues that this variation emerged from Indian and Brazilian business and 
political elites’ differing social and contrasting experiences with European imperialism. 
These generated historically rooted variation in beliefs about the legitimate role of 
foreign versus domestic firms in the industrial development and wider modernization 
project. Otherwise similar rationalized causal ideas linking FDI with industrial 
development outcomes were thus embedded in different historical experiences that 
ascribed contrasting social meanings to the role of foreign capital in the pursuit of 
industrial modernity. Brazilian business and government actors welcomed multinational 
corporations as collaborative partners who could play a central role in capital 
accumulation and industrialization. By contrast their Indian counterparts also recognized 
that multinational firms were crucial sources of technology but also viewed them as 
potential neo-imperialist instruments, and hence were much more wary of engagement. 
Foreign firms were thus placed in contrasting categories of capitalist legitimacy in both 
countries. The chapter thus shows that economic actors’ policy preferences cannot be 
deduced based on assumptions of rational behavior and position in the socioeconomic 
structure; they are formed through historically embedded sociopolitical processes that 
shape the experiences and beliefs of economic and political actors. 

 
Chapter Seven 

Chapter Seven is entitled Agency and Creativity in Schema Construction: Populist 
Socialism and Aspirational Consumerism. Having shown how preferences emerge and 
vary across similarly situation actors in Chapter Six, the final two empirical chapters of 
the dissertation outline the socio-political mechanisms through which foreign direct 
investment (FDI) policy preferences change over time. Chapter Seven does so by 
analyzing socio-political contestation at the broad level of ‘policy paradigms’ (Hall, 
1993) in the late import substitution period (1966-1990). Chapter Eight continues by 
shifting the level of analysis to consider how firms and other societal actors engage in 
processes of contestation over FDI rules during economic liberalization (1991-2011). 
 
This dissertation has shown that preferences are shaped by cognitive and cultural 
constructs. However, this raises the following question: if actors see the world through 
institutionalized interpretive frames -- inter-subjectively held belief systems comprised of 
rationalized causal ideas imbued with deep social and historical meaning -- how do these 
institutionalized frames and hence policy paradigms change? If preferences are not 
unambiguously given, but are developed through a social process in which actors utilize 
cognitive and cultural devices to interpret the world and their situation within it, what are 
the mechanisms through which this process might unfold? Do preferences and policy 
paradigms change through processes of social learning where actors seek new economic 
ideas and information to update their preference orderings via ‘rational’ processes of 
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Bayesian learning (Bates et al, 1998; Weingast, 2005)? Or do policy paradigms change 
through more ‘constructivist’ processes where actors adopt new ideas that diffuse through 
epistemic networks and alter their belief systems (Dobbin et al, 2007)? That is, does the 
process occur solely in the minds of individuals or is there a social dimension where 
collective social meanings and widely held understanding come in to play. Finally, is 
there a role for discourse, debate and political contestation in the process of adopting new 
ideas (Hall, 1993; Blyth 1997, 2007; Schmidt, 2008)? And are these alternative 
‘sociological’ and ‘scientific’ mechanisms of preference change compatible, as the three-
stage model of paradigm change in Hall’s (1993) seminal article argues, or are they 
inherently incommensurable, as Blyth’s (2011) critique suggests?  
 
Chapter Seven argues that while both rational Bayesian and social learning perspectives 
rightly stresses the role of causal ideas, a crucial missing element is the social meaning 
with which causal ideas must be imbued, the salient historical narratives in which they 
must be embedded and the cultural symbols and representations that must be utilized in 
conveying causal ideas in order for them to be fully internalized. That is, ideas that are 
weakly embedded or do not fit the historical narratives and collective social memory of a 
given society have little chance of resonating with societal actors much less shaping 
preferences and behavioral outcomes. Imbuing ideas with social meaning is thus crucial, 
but it does not happen naturally; it requires significant agency and creativity on the part 
of strategic actors. These actors, often prominent figures in business or the state with 
access to valuable social, political and economic resources, deploy widely understood 
cultural symbols that posit different roles for foreign and domestic capital in the 
nationalist development project (Douglas, 1986; Swidler, 1986; Sewell, 1992). This 
dissertation thus contributes to the literature on preferences, social learning and the 
politics of ideas by highlighting agency and the socio-historical and cultural 
embeddedness of ideas in shaping political and economic outcomes, which are often 
downplayed or ignored in rational choice, historical institutional and even some 
sociological institutional formulations of the new institutional literature.  
 
India’s dense and complex social fabric, replete with generations-old socio-economic, 
ethnic and religious tensions that are continually reproduced through cultural tropes 
embedded in the social memory provides the perfect empirical setting. Chapter Seven 
builds on earlier arguments by highlighting the agency and creativity demonstrated by 
Prime Minister Indira Gandhi as she developed and deployed two new policy paradigms: 
first ‘populist socialism’ when she first became Prime Minster during the tumult of the 
late 1960s, and then ‘aspirational consumerism’ upon her return to power in 1980. While 
the analysis of changing preferences towards FDI in this chapter remains largely at the 
level of policy paradigms, the next chapter highlights the political contestation that took 
place through discourse and debate between state and firm actors and the implications for 
preference change. This discursive contestation occurred when the aspirational 
consumerist policy paradigm that heralded the beginning of economic liberalization in 
the 1980s fractured in the 1990s with increasing contestation between business and state 
actors. Throughout both chapters the analysis is oriented around contestation over FDI 
policy, first among state actors in this chapter and then through the interaction between 
state and firm actors in Chapter Eight. The dissertation thus concludes by highlighting the 
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interaction between FDI policy and firm strategy, particularly around Indian firms’ joint 
venture strategies with multinational corporations.  
 

Chapter Eight 
Chapter Eight is the final empirical chapter and contains much of the material upon 
which my writing sample is based. It is entitled Constructing Cultural Categories of 
Capitalist Legitimacy in the Liberalization Era (1991-2012). The chapter begins by 
outlining the theoretical framework category construction and deployment. It briefly 
recounts the long-run empirical backdrop to the liberalization period that illustrates the 
emergence of the cultural categories of ‘traditional’ and ‘modern’ in the late 19th century 
and their and persistence through the post-independence period. The narrative then turns 
to the acceleration of the economic liberalization from 1991 onwards. It first presents the 
rationalized causal ideas that underpinned both state and firm preferences towards foreign 
direct investment in the initial years of the reforms, before analyzing the backlash against 
FDI liberalization that emerged amongst leading Indian economic actors. It shows how 
actors imbue rationalized causal ideas with salient social meaning as they develop and 
deploy competing representations of domestic and foreign business practices in the 
domain of contemporary policy contestation. This emerging conflict amongst business 
actors was not restricted to the elite realm of business politics; it was deeply embedded in 
the wider political dynamics of the mid-late 1990s. The chapter charts the rise of the 
Bharatiya Janata Party (BJP), a new political party that challenged and ultimately 
displaced the dominant Congress Party. This political conflict was conducted in part by 
political actors deploying cultural resources as weapons in the raging FDI debates. The 
chapter then turns to the imposition of a major policy rule known as Press Note 18 that 
dramatically alters the institutional environment that shaped market interactions between 
domestic and foreign firms in joint venture relationships. It analyzes the causal ideas and 
social meanings that underpin the creation of Press Note 18. It does so through a brief 
comparative case study of two Honda joint ventures, and then considers the reaction to 
the policy change by foreign and domestic firms. The chapter then describes how 
competing actors developed and deployed new socially meaningful ideas in the 2000s in 
response to state intervention and new market developments.  
 
 

Chapter Nine  
Chapter Nine provides the conclusion to the dissertation. It summarizes the overall 
argument, provides a discussion of the theoretical contribution the dissertation makes to 
the new institutional literature in political economy and economic sociology. It does so 
by reiterating the cognitive and cultural foundations of actors’ preferences, as well as the 
importance of agency and contestation in the preference formation process, an element 
that should be accorded greater analytic attention in sociology.  
	  
 
 
 


