
THE GANDHI FOUNDATION ANNUAL LECTURE 2013 

by The Rt Hon VINCE CABLE MP, Secretary of State for Business, Innovation & Skills 

 

“WHAT WOULD A GANDHIAN BUSINESS MODEL LOOK LIKE? WHAT 

STEPS WOULD A LIBDEM GOVERNMENT TAKE TO GET THERE?” 

 

Chaired by LORD BHIKHU PAREKH, President of The Gandhi Foundation 

Hosted by SIMON THORLEY QC, Treasurer, The Inner Temple 

23rd October 2013 

 

Introduction 

 

Gandhi was undeniably one of the towering figures of the 20th Century. Like Martin Luther King 

and Nelson Mandela, he was a man of political achievement who combined creative action with 

the highest ethical standards. 

 

Christians are used to thinking in trinities and I see that there was, in the last century, a certain 

numerical symmetry between these three secular saints who raised the bar for humanity and the 

three pathological monsters – Hitler, Stalin and Mao – each of whom killed tens of millions and 

took humanity to the extremes of evil. 

 

You will recall Shakespeare’s aphorism that ‘the evil that men do lives on; the good is oft 

interred with their bones.’ Actually we could plausibly argue the opposite. The three monsters 

have no real legacy; their ideologies are largely discredited. But the three secular saints did 

bestow a powerful inheritance. In their different ways they helped to lay to rest institutional 

racism and helped to bury colonialism, which often incorporated the former. They also provided 

a moral and intellectual basis for effective, but non violent, democratic politics, breaking the 

cycle of revenge and offering an alternative to the politics of ‘an eye for an eye’. This 

transformational model is still far removed from the reality of the Middle East, say, or much of 

Africa – and indeed it broke down during Indian Partition – but at least we have seen goodness 

in action and seen that it can work.   

 



Economics and Ethics 

 

I want to narrow down the discussion to economics, a subject closer to my comfort zone, and 

look in particular at Gandhi’s thinking. He was not an economist – he was a lawyer and political 

activist – and had no pretensions in that field; so it would be absurd to judge his ideas by 

academic standards. 

 

But anyone trying to advance a general system of ethics cannot avoid economics since 

determinants of living standards and systems of work and production are fundamental to life. 

That is why Christians grasp at the fragments of economic thinking contained in the New 

Testament from the parable of the talents to the message that it is easier for a camel to pass 

through the eye of a needle than for a rich man to enter the kingdom of God (which, 

unfortunately, have diametrically opposed implications for those who contribute to wealth 

creation and become rich). For centuries Jesus’s attack on the money changers in the Temple has 

provided spiritual cover for banker bashing, while both Muslims and pre-Reformation Christians 

have argued that there is a divine injunction against interest-bearing finance. 

 

Gandhi’s teaching is, obviously, of a more recent vintage but is also derived from a specific 

context; he struggled against the British occupation of India, rather than the Roman occupation 

of Palestine. He was widely quoted as hostile to “free trade”, and actually had quite a well 

developed view about international trade, based in significant part on the impact of British 

manufactured textiles on India’s rural hand-loom sector. It is difficult to know how he would 

have regarded India’s current comparative advantage in software or whether he would have 

approved of the hand-loom sector enjoying a new lease of life on the back of high value luxury 

production for rich Western and Indian consumers; the theme of a book I wrote almost a quarter 

of a century ago, called “Commerce of Culture”, in partnership with the Gandhian economist 

LC Jain (Jain was, in fact, pragmatic and welcomed the opportunities which globalisation was 

creating for Indian village industries). 

 

While we have to be sceptical of economic policy prescriptions mechanically transplanted from 

another era – and that applies as much to the ideas of Keynes or the classical economists as it 

does here – what is of more enduring value is the ethical construct for discussing economic 



policy. That was well understood by the founding father of economics, Adam Smith, who wrote 

“The Theory of Moral Sentiments” as well as “The Wealth of Nations”. 

 

Gandhi advanced several, related, ethical principles which are captured in the following 

quotation: ‘True economics never militates against the highest ethical standards just as all true 

ethics, to be worth its name, must at the same time be also good economics…True economics 

stands for social justice; it promotes the good of all equally, including the weakest and is 

indispensable for decent life.’ 

 

Thus, he saw ethics and economics as closely related and believed that profit should not be the 

sole responsibility of business, echoing the present day belief in social responsibility. By the 

same token, Gandhi saw economic development as multifaceted, involving poverty reduction, 

full employment and fewer inequalities. His ethical system was antithetical to laissez-faire 

capitalism but also to Marxism. He was not opposed to business as such, provided large-scale 

industries were publicly owned and provided that the wealthy pooled what he regarded as 

“excess wealth” in “trusteeships” for wider benefit. 

 

Needless to say, politicians and other opinion formers have lifted bits of his philosophy to suit 

their own purposes. But his ideas play directly into today’s major debates about development: 

the merits and demerits of market liberalisation as a stimulus to growth and development; and 

the related debate about globalisation, through trade and investment flows. 

 

Liberalisation and Globalisation 

Liberalisation has been the declared objective of Indian economic policy since the early 1990s 

(though it can be traced back to Mrs Gandhi’s 1980 administration and, earlier still, to Sardar 

Patel and others in the independence movement). A generation of Indian economic policy 

makers has dedicated itself to dismantling the Nehrunian model of planning and state control 

with partial success and in the face of strong resistance from threatened interest groups. That 

commitment largely remains and is supported by the opposition BJP as well as (theoretically) 

the present government. The left, such as it is, has been more critical and occasionally Gandhi’s 

name is invoked. Gandhi would undoubtedly have bridled at the loss of protection for rural 

industries, the emergence of vast corporate empires like Reliance and Essar, the gross and highly 



visible inequalities on display in Indian cities and the commoditisation of many spheres of life – 

like the trade in body parts, the purchase of exam grades or even seats in state or national 

parliaments. 

 

But I suspect that the Gandhian critique of a modern and more liberalised India (and, for that 

matter, other poor countries which are seeking to modernise out of poverty) is based more on 

aesthetics than analysis, a somewhat sentimental view of rural poverty.   

 

In a modern literary classic like Arivind Adiga’s “The White Tiger”, the cynical, materialistic, 

thoroughly nasty world of modern Bangalore is still an earthly paradise compared to the poverty 

stricken, violent, oppressive, caste ridden world of The Darkness, with its rural areas relatively 

insulated from modernisation.  An earlier classic, Rohinton Mistry’s “A Fine Balance”, also 

contrasts the harsh realities, but also the opportunities, of Mumbai with the utter dreadfulness of 

village life for many low caste Indians. 

 

The evidence is also clear that the liberalisation of modern India has contributed to a big 

advance in the proportion of the population lifted from absolute poverty even while income 

inequalities have widened.  This was a distinction Gandhi never engaged with, and never had to.  

And, while rural industries have not flourished, in general, large numbers of small-holders have 

benefited from multiple cropping, improved seeds and fertilisers (although rather less in rain fed 

agriculture than for irrigated crops).  One has to be seriously contrarian to deny the benefits 

brought by the ‘green revolution’ and, later, by mobile telephones in rural areas. 

 

An even more divisive issue is globalisation and the use or misuse of the idea of ‘Swadeshi’.  

This has been variously used to describe self-reliant village communities (on this Gandhi 

explained: ‘my idea of village Swaraj is that it is a complete republic, independent of its 

neighbours for its vital wants, and yet interdependent for many others in which dependence is 

necessary’) or an aversion to trade and foreign investment, which has quite different 

implications.   

 

There is a powerful strand of Indian policy thinking today which is economically liberal but also 

characterised by economic nationalism.  Gandhi’s Swadeshi is often invoked to justify this view 



though it is clear that Gandhi was no chauvinist; rather he was putting forward the classic infant 

industry argument for protection in the particular context of a country emerging from colonial 

rule. Gandhi said that ‘Free trade has ruined India’s peasantry’ and added that ‘before one can 

think of equality between unequals, the dwarf must be raised to the height of the giant.’  ‘No 

new trade,' he also declared, 'can compete with foreign trade without protection.’ 

 

While it is easy to understand the application of this principle to, say, the early stages of steel or 

car production in India, it is difficult to see its relevance to a world in which an Indian firm – 

and a very good one – owns Britain’s leading steel and car companies and its software houses 

competitively supply the world leading corporations. 

 

One of the ideas that has been thoroughly discredited since Gandhi’s death is that ‘national self 

sufficiency’ is a sensible policy objective.  The mad regime starving North Korea is one of the 

few remaining outposts of this thinking.  The staggering material progress of its two neighbours 

– South Korea and China under Deng Xiaoping and his successors – has confirmed that poor 

countries cannot develop without embracing globalisation, albeit in a managed way.   

 

And it is a striking that in the wake of the 2007/8 financial crises in the developed world there 

has not been a retreat into 1930s style protectionism as some of us feared would happen.  Most 

countries retain a capacity to influence short-term capital flows or to develop, for example, a 

distinctive industry policy – as I am doing with my colleagues in the UK. And there are sectors 

like banking where we have learnt, painfully, that careful regulation is required, albeit on a 

cooperative, international basis.  But, unlike in 1914, an era of globalisation has not come to an 

end and seems unlikely to do so. Thus those who have invoked Gandhi to justify opposition to 

both liberalisation and globalisation do not have recent history on their side.   

 

Back to the UK 

 

So, what do I, as a British economic Minister with a wide interest in development and the global 

economy take from Gandhi’s intellectual legacy? For reasons I have made clear I see little merit 

in British ‘Swadeshi’; I welcome trade and overseas investment from India, China, Germany, 

Japan, or wherever; I welcome overseas students and useful migrants.   



 

Where Gandhi has enduring attraction for me is in the deeper, ethical questions he raised.  Like 

him, I want business to be socially responsible, recognising an obligation to customers, to 

supply chains and workers, to the exchequer and the environment.  Self-regulation by ethical 

companies where it can be achieved is a move effective antidote to the excess of capitalism than 

regulation though, as a tough campaigner, Gandhi would have understood the power of ‘naming 

and shaming’ and of governments holding corporate feet to the fire (as I am currently trying to 

do in respect of executive pay and gender representation.) 

 

Like Gandhi, I too am angered by extreme inequalities and gross displays of wealth.  There are 

successful, open, Western capitalist countries in Northern Europe which maintain a greater 

degree of income and wealth equality, a greater sense of social cohesion and greater social 

mobility than in the UK or the USA.  I would like us to move in that direction and ideas like the 

‘mansion tax’ are an expression of that intent. 

 

And last, but not least, I believe Gandhi was right to emphasise local communities and 

decentralised local economies.  We have gone too far in this country to centralise private and 

public sector decision-making and local communities are often alienated, lacking a voice.  But 

there is a tentative commitment to reversing the infantilisation of local government (we should 

do much more); local banking and angel networks are being reinvented; chambers of commerce 

and entrepreneur clusters flourish in many cities, micro-generation of power hints at an 

alternative to grids; universities and colleges often play a key role in anchoring local economies; 

many towns and villages host a vigorous civil society.   

 

21st Century Britain is very far removed from Gandhi’s panchayats and swaraj.  But there is a 

bigger truth which has I think survived the test of time. 
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