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MAJOR CONCEPTS AND IDEAS OFARTHASHASTRA
Economic ideas of Kautilya in Arthashastra

The essence of Kautilya’s treatise Arthshastra, created 2,500
years ago was the need of perfect balance between State
management and people’s welfare. According to him “Economics
is the most important aspect as it provides the basis for human
existence and survival. He emphasized the importance of
accounting methods in economic enterprises to properly measure
economic performance. He was a great statesman. It was his
guidance that empire attained growth with stability with the help of
strong administration and efficient fiscal management. He believed
in public welfare. His work gave a strong focus on the wealth,
effectiveness of the king and welfare of people. His actual objective
was not to benefit the king but to benefit the people. He advocates
the protection of livelihood of weaker section, consumer protection
and even the welfare of prisoners and the King’s dharma was to
be just, fair and liberal in protecting his people. His attitude to his
people should be like attitude of a father towards his children.
Kautilya defined the ideal ruler as one “who is ever active in
promoting the welfare of the people and who endears himself by
enriching the public and doing well to them.” Arthsashtra lays the
conceptual foundation for making India the first welfare state. He
advocates welfare in all spheres.

Good Governance

Governance generally encompasses all aspects of the way
a country is governed, including its economic policies and
regulatory framework.. He took a holistic approach to governance
and explains several areas critical to the functioning of a country in
depth. The main sections deal with National security and Foreign
Policy, Administration of Justice, Policies related to economic
development, Taxation, Labor Management, and Financial
Management. To him attainment of good governance requires that
the objectives of the state are fulfilled and realized. This s possible
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Forecign Trade

Foreign trade has always been essential element of any
economy. it is an important source of revenue for the Treasury.
Kautilya supported the use of tariffs on both export and import.
Kautilya advocated attracting foreigners who possess good
technical knowledge. He suggested heavy taxation on those foreign
goods which are items of luxuries and light duties on articles of
common consumptions. He said that foreign trade should be
encouraged by providing some incentives such as exemption from
taxes so that foreign traders can make profits. He gave very much
importance to imports because; through imports a state can obtain
goods more cheaply from foreign sources than those can be
obtained domestically. In this way he formulated a comparative
advantage view on foreign trade. He recognized that trade based
on the principal of comparative advantage would be beneficial for
both exporting and importing nations. Any item which is highly
beneficial for the country should be free from any import duties.
He was the first person recognizing the necessity of passport to
cross the boundaries.

Taxation

He paid a lot of attention to good fiscal management and
the ways to development of all the sectors of the economy. To
him public revenue does not exist for the pleasure of the
king (government) but is a fund to be utilized to augment
the wealth of nations. He admitted the taxation is the main source
of revenue. The power of taxing of the state is unlimited but taxation
should not be excessive. He advocated that tax base should be
increased not the tax rate. He criticized the excessive burden
of tax on people. Kautilya used to say “King must collect taxes
like honey bee, enough to sustain but not too much to destroy.
Kautilya implicitly suggested a linear income tax. He emphasized
fairness, stability of tax structure, fiscal federalism, avoidance of
heavy taxation, ensuring of tax compliance and subsidies to
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encourage capital formation. He advocated limiting the taxation
power of the State, having low rates of taxation, maintaining a
gradual increase in taxation and most importantly devising a tax
structure that ensured compliance many postulates of Kautilya s
philosophy of political economy that are applicable to contemporary
times. Ideally, the government should collect taxes like a honeybee
that sucks just the right amount of honey from the flower so that
both can survive. Kautilya’s scheme of taxation involved the
elements of sacrifice by the taxpayer, direct benefit to the taxpayers,
redistribution of income, and tax incentives for desired investments,
He recommended tax holiday as an incentive which means if any
one brings new land under cultivation, he should be exempted
from agricultural tax for at least two years. He advocates a mixed
cconomy and argued for a very active roje of government. The

tax and toll, fine and penalties. He advocated that rich persons
should pay higher tax according to their Paying capacity. In thjs

way he considers the ability to pay approach. Tax should be levied
oneinayear.

Growth Oriented Public Expenditure

Kautilyaadvocated that most of the revenue generated from
taxation should be spent on productive activities and public welfare,

was Jeft should be dep
Infrastructure

Kautilya considered infrastructyre ag very important for the
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state development and also very useful for promoting commerci.al
and trade activities. He suggested that state should invest in
transport infrastructure specially roads so that foreign trade ar}d
commercial activities can be increased. Roads would be helpful in
opening up new markets for both domestic and imported products.

Relevance of Arthsashtra in modern time

Kautilya, also known as Chanakya or Vishnugupta is one
of the most famous Indian political thinkers. Though he lived. a
long time ago, certain principles from his theory are st.ill re.levant in
today’s framework. The book, written in Sanskrit, discusses
theories and principles of governing a state. Kautilya demonstrated
an extremely vital imperative: governance, polity, politics, a}nd
progress have to be linked to the welfare of the people. Havmg
discussed the some economic ideas of kautilya, it can be said that
even the terminology employed in Arthsashtra may have changed
but the nature and role of state in the economic sys.te.m seem
persistent inall settings. Covering various topics on adnnmstlatl.on,
politics and economy, it is a book of law and a treatise onrunning
a country, which is relevant even today. His ideas remain popul?u'
to this day in India. He provided valuable basis for economic
science. It contains very useful economic ideas on foreign trade,
taxation, public expenditure, agriculture and industry. Good
governance and stability are inextricably linked. If rulers are
responsive, accountable, removable, .recallable, there is
stability. If not, there is instability. This Isevenmore rele.vant
in the present democratic setup. Heavy taxation should be avoided.
If tax rates are high, public will not be willing to pay the tax .and
find out the ways of tax evasion. Low rate of taxation will yield
more revenue to the state. He was fully aware that terms of trade
were not just depending on economics but also on various
parameters. There is no autonomous mechanism that will ensure
that a nation would benefit from trade in the aPsence of certzfin
safeguards and policy measures. Social welfare is t.he centre point
of kautilya s economic ideas. The State was required to help the
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poor and helpless and to be proactive in contributing to the welf:are
of its citizens. The emphasis that Kautilya gave to human capital
formation is relevant in current times because development is not
possible without human capital accumulation, Apart from these
ideas there are a number of things in Arthsashtra which is very
relevant such as conservation of natural resources. Arthsashtra

provides much basic knowledge about economics, and several of
his ideas are still relevant.

CONCLUSION

Kautilya’s Arthshastra provides valuable basis for economy.
It contains useful insights about economics, |t canbe used to glen
of relevance to our time and can be usefii to illustrate several modem
economic ideas. He offered a set of different economic policy
measures to promote economic development in the economy.®
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Introduction : Kautilya: Vi.suugupta, the. royal-advisor of the king
Chandragupta Maurya and his son B.zm.iusara was known as
Chanakya or Kautilya. In this context, it is mention worthy that
Visnugupta was his actual name. The name Kautlya refers him as a
man of kufila gotra and the name Chanakya denotes him to be the
son of Chanaka'. Except royal priesf, he was a great teacher,
philosopher, economist, jurist and diplomat. Kaufilya was the
author of the famous book Arthasastra.

The source of Arthasdstra: In the book Arthas’dsfra, Kautlya
remarks that he compiled the Arthasastra after aqalysmg the O.thf.:l‘
Arthasastras of his predecessors." Thus from his statement it is
clear that the subject i.e. the science of Arthasastra was practised
by the predecessors of Kautily and I{au_tilya was not the or!l_y or
first person dealing with the very subject. The subject'Arthasastra
not only deals with the art of government but also with economy
and foreign policy.

The Arthasatra: it is the masterpiece of Kautilya. The date of this
work has been fixed in the time of the King Chandragupta Maurya
i.e. fourth century BC." Interestingly, the work was not available
in India or anywhere else except its references in it’s later literature

until the discovery of the great scholar R. Shamasastry in Mysore
in the year 1904. It was in grantha script.

Being a text on politics" the Arthasdstraq contains all the
aspects of politics from the king to subject, kingdom to personal
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properties, land to labour, personal work to social work and so on.
Briefly speaking, the Arthasdsira is a text that extends to all facets of
the politics. It discusses elaborately the seven limbs of a state viz.
svami, the king or owner, amatya the minister, janapada, the state,
ditrga, the fortress, kosa the treasury, danda, the punishment and mitra
the friend king or state, Similarly discussions on four Vidyas also have
been found in the Arthasastra. These are - anviksiki, the philosophies of
sarkhya, yoga etc., trayl, the triple Veda®, varia, the agriculture,
animal husbandry and commerce, and dapdaniti, the science of
punishment ie. politics. These are indispensible in a sound
administration. Amidst the aforementioned seven limbs the kosa deals
with the wealth required to the smooth running of a government.
Similarly of the four Vidyas the vara refers to the agriculture, animal
husbandry and commerce which provide wealth to the kingdom. Thus
the kosa and varta can be considered as economical component of the
state. Economy is a necessary subject of politics that concerned with
production, consumption and transfer of wealth. It is the measuring
scale of the development of the state,
Economy explained: The westemn term economy is derived from the
Greek word oixonomia meaning household management. Further it
extends to mean management of the state. Hence, it refers to the
production, distribution and consumption f a certain area or
governance. The term economics means the science of economy i.e. the

branch of knowledge concerned with the production, distribution and
consumption of goods and services.

Indian terms for Economy: There are more than thirty words in
Sanskrit to mean wealth such as artha, vitta, sree, rayi, sampada,
sampatti, samrddhi and so on. In the Arthasastra, the term artha
i.e.wealth has been referred to as livelihood or necessity.* On the other
hand, the term Arthasastra appears as

> 4 text on polity in the
Mghabharata for the first time*" Kautilya and his predecessors used
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and its protection etc. is called the Arthasdsira: manusyandri
vrttirarthah.  manusyavati bhimirityarthaly  tasyah prthivya

labhapalanopayah $astramarthasastramiti//™

It means, “This Arthasdstra is made as a compendium of almost
all the Arthasastras, which, in view of acquisition and maintenance of
the earth, have been composed by ancient teachers.”*

In this context it is interesting to note here the statement of
Rangarajan™who said that “The wealth of a nation is both the territory
of the state and its inhabitants who may follow a variety of
occupation”. Kautlya states that the wealth is the primary need, dharma
and artha can be attained by artha only:

artha eva pradhana iti kautilya, arthamiilo hi dharmakamaviti/

Thus artha refers to income not only in terms of money or
wealth but also in terms of articles which can be transferred to money
or wealth.

Similarly var:a represents the agriculture, animal husbandry and
commerce which gives coms, animal, gold, natural things, and
independent livelihood. It also protects royal treasury and royal army.
Without var:d, the king cannot govern his kingdom and control his
enemy:
krsipasupdlye vanijya ca varia, dhdtlyapas"zlhiram/akupyavi.s_npradﬁnd-
daupakariki'tayd svapaksai  parapaksarit  cq vastkaroti
kosadandabhyari/
[Agriculture, cattle-breeding and trade constitute Varta. 1t is most
useful in that it brings in grains, cattle, gold, forest produce (kupya),
and free labour (vishti). It is by means of the treasury and the army
obtained solely through Var«a that a king can hold under his control
both his and his enemy’s party. i ]

Kautilya stases that if a king wish to establish a new city in a newly
possessed city or on ruins, he must inquire to the abundance of the
Sitdra people and farmers™ so that his income wil| increase. The king
should also donate tax free producing land to the priest and other
ksatriya people.™The king also should confiscate the land which is not
cultivated.™ The king should also help the people who easily return the
tax by awarding the corn, animal and wealth™. He may also give seeds
of various corns as anugraha and parihdrg™ (tax relaxation for a short
period and long period respectively). But the king should not do
anything which makes loss to treasury. Because, the empty treasury
leads the king to devour his subjects:

kosopaghatikau  varjayer’  alpakoso  hi
grasate//™

Xii

rdja baurajanapadaneva
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In this juncture, it is also mention worthy tha‘t .Kau,tilya also
holds the view that the king should arrange the un-fem.lnzed fields 'fo:
grazing™ . Similarly, he should donate forests to Brahmins for planting
Soma tree and for meditation. He also make new forests by plantation
and rear there various animals like tiger, elephant, buffalo etc. and
make them nail less and teeth less so that they could not harm the

eople.™ .
PO The king can run the government smoothly if there is
abundance in treasury. The sannidhara, the chamberlain (one who ever
attends the king) was the over-all superintendent. He constructed
buildings for treasury, commodities, granary, forest produce, wgaipons
and jail™ with the help of abhityakta purusa outcast men.™ ,;Eilf
receives gems for the treasury with the help of qualified assistants™ -
From the evidences found in the Arthasasira™it appears that the

sannidhdtd was a man of thorough knowledge of both internal and
external incomes of the state,

Another noteworthy royal official was the samahartd, the
collector general. He collects re

venues from durga, the fortress, rdstra,
the country parts, khani, the mines, sefu the buildings and gardens,
vana jthe forest, vraja the herds of cattle, the vanikpatha the roads of
traffic etc.™ The revenues collected from various sources collectively
called the body of income, dyasarire, i . The samaharta shall pay

attention to the six main works karantya, work in hand, siddha, the
work accomplished, se

5a, the part of a work in hand, dya, the receipt.
vaya, the expenditu

*® and #M the net balance. In this context
Bandopadhyaya opines th

. 8 samdhartd deals with the collection Of
taxes like calculation of yearly tax amount, collected tax amount.
amount of tax credit, amount of income, expenditure, and amount ©
any uncertain tax, i . samahartd has the aut,hority to made
appropriate arrangement for increasing the income and reducing the
expenditure i

Kautilya discysges the business of keeping up accounts in the
office of accountans ™ The accountants shall have to keep records "
their respective record bogk
results respectively. Tpe ' fficers
supervises them in hig ofﬁc:upermtendent o the _acaount d
the standard of worl *oi It is ve
a specific d

3y of general audit ip 5 . of the
month of Asada, i e, migqe of Jul),Y_‘;?]r. It is the full moon day

i to
: - 1he chief accountant shall have

tally various recorq books and their r i ho
; €spectiv One W
could not submit the re PeCtive heads orally

cords properly or submitt information,
. ed wrong inform
the same should be punisheq with amercemen; Wi 2

ACFS weghes O ad

Dishonest officials cause loss to the king™i Although.the
officials were appointed according to their ministerial qualiﬁca.ttlons
many times these were changed due to men’s natural fickle rqmded
character. ™"“Therefore the king should take utmost care to it. He
should employ spy to the officials and punish accordingly if they were
found guilty. ™ ‘

Kautilya also mentions the employment system ok the king. The
king should employ his employees in such a way that they could not
stay a long period in the same post. Each department should have only
one head. The king should employ spy so that nobody can rob royal
treasury at any rate. Kautilya mentions twenty two depa;}nmental heads
and their duties including sannidhata and samaharta *

The Arthasastra contains discussion on the buy and sell of
various commodities. ™" If there arise any Qispute regarding buy and
sell it should be retracted within a day. ™" Similarly, if somebody gets
a lost item it should be kept in the tax collection ofﬁce; for forty five
days. If nobody comes for it within this period, the king will be its

owner, ™™™

It is interesting to mention here that
salaried servicemen of the king."Moreover, th
non-salaried servicemen also. ™"

The concept of Economy in the Arthasistra: From the evidences
mentioned above it appears that the system of economy discussed by

Kautilya was certainly a state economy. Thus it is the oldest text book
on the science of economy.

Kautilya refers to the
ere are discussions on

Economic administration: Economic
employment of officials, industrial and commercial growth, investment
policy etc. The main aim of the king was to rule the state for the
happiness of the citizen. Therefore, the king should be ever active and
discharge his duties.™" In this juncture one may quote Rangarajan who
observes: “The main guiding principles of the administration of the

economy were that the state should run a diversified economy actively,
efficiently, prudently and profitably, =i

Kaufilya  advised to follow Planned budget™™ Tpe
Arthasastra™ confirms the fact, The s

amahartd should first estimat
summed up according to place and activ;
up and gets the grand total. Kauyily
income—daily income (divasanubrtia), transferred or cre
(paryusita) and miscellaneous revenye (anyajata) M

seven sources of income. These are: dirga, rastra,

administration includes

types of
dited income
There are mainly
khani, setu, vana,
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braja and vanikpatha. These are collectively known as dry.ars'cn'n';{il ;22
body of income. ™" Similarly there are sources of expenditure. se
are collectively known as wvyayasarirg % Every transaction wl I
recorded in the record book™™ so that it should be used later, especia hY
in the time of audit.' The account officers shall be ready for audit. The
audit officer supervises them. They shall not be lie about the accoutgs
or try not to insert or omit any entry. Committing such wrong deeds
was regarded as punishable offence.

Kautilya  emphasises upon the following principles for
€COnOMIC prosperity.

o
Wealth: According to Kautilya, the root of the wealth is activity f
Agriculture, cattle breeding and trade were the three main source O
wealth like §1jain, animal and anima) produce, gold, forest Qroduc_t;;
labour etc™. The wealth is  reproductive: arthmrarlhﬁ.
prabardhyante™. The wealih of the state means the totalit)ll. of the
surplus of items stored in the treasury and other store houses ‘~'U5‘,ng
the wealth the king obtains his army and treasury and maintains
administration ™ In this juncture it is noteworthy that Kaufilya aptly
understood the role of human resource in the development of th;
country. Therefore he counteg human earnings as wealth and the lafz
with inhabitants. Thys he states: manusydnpan  vyiirar that,
manusyavati bhﬁmirityarthab,'"' and by implication human activity was
considered as an important factor of economic prosperity of a country-

measure etc.: There prevailed a curreniié
Iver coin was the standard. Laksapadhyaksa, t
head of the mint magd :

Currency, weight and

gold was as follows: 10 seeds of
dha'nya =1 gold seed. Or § gunja =

= 1 gold seed. 16 gold seed = 1 804
or karsa. 4 karsq = | pala. Simi

gaurasarsap = 1 silver seeq, 16 s
=1 dharana. The grains were me

arly, the silver was measured as ba
ilver seed = 1 dharapa or 20 saint

asured in pala, dropa etc.™
Varta: The most important fac

f
art ! tor of economy was the knowledge Oa
varta, the agriculture, catyje breeding ang commerce. Thus Kautily
states: !rrslpdéupdb:e Vanijya ca vgpyg s Hence varta refers to the
beneficial knowledge of vari

I OUs things or activities like granarys
animal, gold, forest Produce and the labour,

ﬂ\g\ﬁ ﬂ\gimo D 1))

a) Agriculture: There were two types of agricultural land. One was the
agricultural land of the citizens in the state and the other was the crown
land of the king. The public agricultural land was fqperwsed by the
samaharta with the help of the assistants called gopa.™ ’I:he crowlt’:i iland
was overseen by the sitadhyaksa, the director of agriculture.™ He
should have adequate knowledge on agriculture, ézzlvayut{‘a, all;icili
brksayurveda. Or he should take help from experts of thosg subjects.

'I:hé art of agriculture reached such a high degree. that ancient scholgrs
well understood the each and every segment of lt..Kau,tilya also give
details of his knowledge about agn[;(l;}xlture like rotation of crops, use of
rain water, irrigation, fertilizer etc.

b) Animal husbandry: There were pasture land for cattle. It was under

the supervision of vivitahyaksa. He also examined the mudrd, the royal
passport™.

Animal were domesticated for various purposes. Some were
reared for meat. These were deer, animal like buffalo, bird and fish,
The slaughter house superintendent sunadhyaksa supervised both
slaughter and rear of animal. He also controlied meat selling. Although
the animal were killed for food but to

rture of animal was prohibited.
Torture of animal was a punishable offence, ™

There were five salaried servicemen viz, gopalaka, pindaraka,
dohaka, manthaka and lubdhakq who reared animal The
superintendent of cow oversees this branch. He also keeps records and

Ixvii . Ixviii
protects them."He also arranged food for animal™"iii

Similarly, the superintendent of horse supervises the horses of
the king. The horse keeper takes care of the horses™™  Another
superintendent was the elephant supervisor. He deals with the elephants
of the king with his various assistants "
¢) Commerce: Trade and commerce Wwas considered as the third most
important factor of state economy. While marching for trade the traders
often faced many obstacles like fear from wild animal, thief etc, Many
times they were harassed by king’s officials, The king should protect
them from such obstacles "™
The superintendant of commerce shall allow th
any old commodity only then when he convince
is the owner of that commodity. He shall alsq
measure of the same X

When a merchant used false balance, he wag
or mortgaging inferior commodities as Superior, artic]
produce of another place, adulterated things etc
offence. Merchants were prohibited to sejf

e sale or mortgage of
d himself that the seller
€Xxamine the weight and

Punished. Selling
es of one place as

Were punishable
or purchase commodities at
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higher price. It is the duty of the Superintendent of commerce to fix a
profit of five percent over and above the fixed price of local
commodities and ten per cent on foreign produce. In case of failure to
sale collected merchandise wholesale at a fixed rate, the rate is altered
by him. In case of excessive supply of commodities, he shall centralise
its sale and prohibit the sale of similar items before the disposition of
his centralised supply, "

Thus the trade and traders were protected by the king. They
were provided sufficient promotions. In this juncture it is mention
wort!1y that merchants were not trusted at that time. They were
considered as thieves. Therefore the king should take necessary action
pression of the merchants.™"

to prevent the people from the op
Apart from the above mentioned factors of economy there were
s which contributed most to the economy of the state.

various industrie
» fisheries, mines, textile industry

S.ome of these are forest produce
liquor industry, salt industry etc. Some other aspects of economy were

also revealed in the Arthasas;

regarding st s es he
suggested punishment to Sarding state economy. Many time

may not be amiss tq say that Kautilya, the great

. Rangarajan N.L .
» N.L., Kautil . .
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