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INTRODUCTION  

 The Ancient Indian Economic Thought is the philosophy of Indian thinkers and 

philosophers in the writings of Vedas, Upanishads, Smritis, Ramayana, Mahabharta, Shukra-

Niti, Buddhist and Jain scriptures. The notion of Political Economy is deeply rooted in 

Mahabharta, Shanti-Parva, Manu-Smriti, Shukra-Niti and Arthashastra. The notions of 

commerce and trade may be depicted in the life and work of Indian Philosophers since the 

early Vedic period. The term ‘Artha’ means money or wealth that has been used at a 

number of times in Vedas. Likewise in Kautilya’s Arthashastra, the 15th Adhikarana (Book), 

Ist Adhyayah (Chapter) and 180th Prakarana (Section) conveys the meaning of Artha-  

euq’;k.kka o`frjFkZ%] Ekuq’;orh HkwfefjR;FkZ%]  

rL;k% i`fFkO;k ykHkikyuksik;% ‚kkL=eFkZ‛kkL=fefr A  

  The verse (Sloka) 15/1/180 of Arthashastra means a the study of the source 

of living for the whole mankind. It is called ‘Artha’ or wealth or money as it is understood in 

modern times. It is highly remarkable and interesting that the notions of economy and its 

different concepts, e.g., commerce, trade including foreign trade industry, management, 

accounting, auditing, taxation, savings and loans, rate of interest, etc.; are quite applicable 

in modern period as well.  

Hypothesis –  

    The basic tenets of the economy, commerce and industry as enunciated by 

Ancient Indian Economic Thoughts may be applicable in the modern day global economy. It 

is also pertinent to mention here that during the ancient period in the World History, there 

were philosophers who belonged to Greek, Roman, Chinese and Indian civilizations. The 

Ancient Indian philosophy is much richer among the philosophies of these civilizations. 

Likewise, Indus Valley civilization is also older than Mesopotamia and Egyptian civilizations. 

In such a scenario, it is important to comprehend the roots of modern day various concepts 

of Commerce, Industry and Economics in the Ancient Indian Economic Thoughts. 
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Objectives of the Study –  

  Keeping in view the hypothesis of the present study, the followings are the 

objectives of the present research work: 

1. To study the ancient Indian economic thoughts  

2. To analyse their applicability in modern times advance commerce and   trade. 

3. To take lessons from the old treasure of Ancient Indian Economic Thoughts. 

Research Methodology –  

  The present study uses a qualitative research methodology of Exegesis and 

Hermeneutics which are special types of Content Analysis by interpreting the notions of 

commerce and industry into literal and allegorical meaning of socio-historic context of 

ancient period. These are truly interpretive techniques for analyzing qualitative data. The 

Content Analysis is quite an appropriate research technique for the systematic, objective 

and quantitative description of the research data procured through written linguistic 

magnum opus of the Sanskrit literature. 

Sources of Data –   

  The sources of study may include the following –  

- Books written by famous philosophers and translations by various eminent authors. 

- Books of Sanskrit Sahitya like – Vedas, Puranas, Upnishads. Smritis Ramayana , 

Mahabharta,  Shukra – Niti and  Arthashastra.  

Organisation and Scheme of the Study –  

  A tryst has been made to collect some slokas and mantras from Rigveda, 

Yajurveda, Manu-Smriti, Mahabharta, Ramayana, Arthashastra and Upanishads have 

been taken. The slokas and mantras are related with different concepts of commerce, 

trade, industry, business, management and economy. These slokas and mantras explain 

various concepts which may be found very relevant for their applications in modern day 

economy. The pattern of Rangrajan, L.N. is followed, i.e., the number of books, chapter 

and  sloka have been indicated in a double bracket, e.g., (  ) in this study. For example, 

(3, 9, 20) will indicate the Book 3, Chapter 9 and Sloka number 20. 
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Review of Literature –  

  A lot of studies have been conducted by Sihag, B.S. on the magnum opus of 

Kautilya’s ‘Arthashastra.’ He has conducted various studies in the years 2004, 2007 and 

2009.  It is worthy to note that Sihag, B.S. has conducted five separate studies on 

Arhashastra in the year 2009 by taking various concepts of Economics into account, e.g., 

International Trade, Principles of Taxation, Law, Ethics, Neo-Classical Price Theory, 

Moral, Market and Government Failures. Shyam Sunder (2008) studied Kautilya’s 

Arthashastra and found that his views on commerce, trade, accounting and auditing 

were quite pertinent in the modern times of  very complex economies. Muniapan, B. 

(2008) in his study made an attempt to explore the modern day concept of ‘Corporate 

Social Responsibility’ (CSE) from the perspective of Ancient Indian Economic Thoughts. 

He found that the origin of the concept of the CSR may be traced from the Vedic 

literature such as Valmiki’s Ramayana, Vyas’s Mahabharta and the Puranas. It was 

found in his study that a king has no self interest, happiness and joy for himself. The 

satisfaction of the King lays in the welfare of the people of his kingdom only. Sridhar, 

M.K. (2006) onducted a study on the Kautilya’s Foreign Trade Policy and found that 

commerce and trade flourished well during Chandragupta’s time. Chamola, S.D. (2006) 

also found some solutions from the Kautilya’s Arthashastra to various managerial issues 

of the modern business world. Panchukhi, P.R. (2006) made an attempt to identify the 

basic principles of public finance with the views of Kautilya and found that Kautilya’s 

Arthashastra coupled with Niti-Shastra provided an insight into the principles of public 

finance. 

Results and Discussion –  

  Keeping in view the modus operandi of a democratic government today, the 

pattern of distribution of different portfolios of ministers is the same as contemplated 

by Kautilya in his Arthashastra’s Ist Adhikarana, 8th Prakarana and 12th Adhyayah –  

  ,oa ‚k=kS p fe=s p e/;es pkoisPpjku~ A  

mnklhus p rs’kka p rhFksZZ’o’Vn‛kLofi AA                        (1.12.8 ) 

  Kautilya divided the job of a ruler in 18th types of different portfolios in which 

Samaharta (lekgrkZ ) is such a portfolio allotted for a person who is responsible for 
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collection of taxes or revenue and the expenditure as well like the modern world’s 

Finance Minister. In this regard, Kautilya asserted that –  

          lekgrkZ nqxaZ jk’Vaz [kfua lsrqa oua ozta okf.kDiFka pko{ksr AA          (2.6.1) 

     The sloka describes that the collection of revenue will be from excise and 

custom duties, house tax, penalties, taxes on traders or agricultural communities, 

royalty from mines, earnings through livestocks and lastly levies on roads and sea 

routes, etc. More or less, these are the same sources of revenue as one may find in 

modern times. 

  Kautilya considered agriculture the first and most important pillar of 

economic activity. The 24th chapter of the second book of Arthashastra is titled as 

Sitadhyaksha that means Director of Agriculture. Agriculture was an integral part of the 

Varta as described by Kautilya. Varta (Economics) is the hub of Kautilya’s Arthashastra. 

It consists of agriculture, animal husbandry and trade as mentioned in the following 

sloka –  

d`f’kik‛kqikY;sof.kT;kpokrkZ]  

/kkU;i‛kqfgj.;dqI;fof’ViznkuknkSidkfjdh A  

r;k Loi{ke~ iji{ke~ p o‛khdjksfr dks‛kn.MkH;ke~ AA            (1.4.1) 

  The sloka states that –  

 “Agriculture, cattle-rearing and trade – these constitute Economics, which are 

beneficial, as they yield grains, cattle, money, forest produce and labour.” The sloka 

further states that “through these economic activities, the King brings under his sway his 

own party as well as the party of the enemies by the use of the treasury and the army.” 

  Kautilya also visualized the principles of fair trading in Arthashastra. For 

example, see the following slokas –  

  mHk;apiztkukavuqxzgs.kfodzki;sr             (2.16.5) 

  The sloka states that all goods domestically produced or imported were to be 

sold for the benefit of the people. 

  vU;;kfufpra ,’kkaa i.;k/;{kks x`gh.kh;kr~ A 

  rsu /kkU;i.;fodz;s O;ogjsrkuqxzgs.k iztkuke~ AA    (4.2.26, 27)  
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   The sloka states that the Director of Trade should confiscate unaccounted 

surplus stocks in the hands of the merchants and sell it to the advantages of the people. 

     vtL=i.;kukEdkyksijks/ke~ ladqynks’ke~ ok uksRikn;sr~ A      (2.16.7) 

The sloka states that no artificial scarcity be created for goods constantly in 

demand. 

  Kautilya did not consider the domestic trade only but talks about the 

international trade as well. It is stated by the following sloka –  

  ck/;ekH;aUrjEpkfr‛;e~ A  

fu’dzkE;e~ izos‛;a p ‚kqYde~ AA           (2.22.1,2) 

The sloka states that goods may be from the countryside, city or from foreign 

lands. The good going out and coming in are to be levied duty. In this manner, Kautilya also 

talked about tariffs on Foregin trade. He also mentioned the amounts of tariffs on foreign 

trade. He also mentioned the amounts of tariffs on imported goods. See the following sloka 

–  

  izos‛;kukEewY;iapHkkx% A            (2.22.3) 

The sloka states that the goods which are coming in are subject to the duty 

equal to one-fifth of the price of the good. Panyadhyaksha is a term used by Kautilya that 

means the Superintendent of Trade. Kautilya goes further into the deep of the subject of 

commerce and trade and also mentions the correct weights and measures must be ensured 

by the Superintendent of Trade. 

  rqykekuHk.Mkfu pkos{ksr ikSrokipkjkr~ A             (4.2.2) 

The sloka states that the Superintendent of Trade should inspect weights and 

measures to stop fraud in standard weights and measures. 

  Likewise Kautilya also mentioned and gave importance to the manufacturing 

industry. He talked about textile industry, salt industry, liquor brewing industry, jewellery 

industry and weapon making industry. He also segregated some industries with exclusive 

state monopolies. Besides big industries, Kautilya also talked about various craftsmen, e.g., 

goldsmiths, blacksmiths, potters, basket-makers, weavers and dyers.  

  Moreover, Kautilya also said in Vinayadhikarik (fou;kf/kdkfjd) First Adhikarana 

–  
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i`fFkO;k ykHks ikyus p ;koUR;FkZ‛kkL=kf.k iqokZpk;SZ% 

  izLrkforkfu izk;‛kLrkfu lagzR;SdfeneFkZ‛kkL=a d`re~ A          (1.1.1)     

The sloka explains that the economic philosophy reflected from the thinking 

of different thinkers and philosophers earlier to Kautilya, were summed up by him in his 

book Arthashastra. Such a statement given by Kautilya himself showed that Arthashastra 

the term used by him or the economic philosophy existed even before Kautilya in the 

ancient period.  

  Therefore, it is relevant to go back from Kautilya’s Arthashastra to Smritis in 

Hindu Philosophy. According to 7th “Adhyayah and 106th ”  Sloka of   Manu-Smriti –  

cdofPpUr;snFkkZfUlagoPp ijkdzesr~ A  

o`doPpkoyqEisr ‚k‛koPp fofu’irsr~ AA         (Smritis. 7.106)   

    It means that a king must think on political economy like a heron (strok or 

cxqyk), to show courage like a lion, to destroy the enemy like a wolf and escap;e from the 

enemy’s attack like a rabbit. The 7th Adhyayah to Manu Smriti is titled as Raj Dharma that 

explains a lot about loans, rate of interest, various types of taxes, etc. Like Manu-Smriti, 

Yagvalka-Smriti also discussed about loans, rate of interest responsibility of repayment of 

loans in diversified situations, cautions in taking loans, divisions of ancestral wealth among 

children in its Vyavahar (O;ogkj) Adhyayah that is divided into Rin-Dan( (_.k nku) Prakarana, 

Daye-Vibhaga (nk; foHkkx) Prakarana, Lekhe (ys[ks) Vibhag Prakarana, Vetan-Aadan (osru 

vknku) Prakaranaa and Vikray Sampardan (fodz; leiznku) Parkarana. The study of these 

Smritis shows that there were systematic applications of the Principles of Polity and 

Economy during the period. 

  At this stage, it is appropriate to go back from Smritis to Upanishads. In fact, 

Upanishads also quote about the then prevailing economic philosophy. For example, the 

first Mantra of Isho Upanishad quote –  

  bZ‛kkokL;fen loZa ;fRda´p~ txR;ka txr~  

rsu R;Drsu Hkq¥~thFkk% ek x`/k% dL;fLon~ /kue~ A   (Iso Upanishad. 1) 

  The Mantra is very comprehensive. The Mantra refers that whatever exists in 

this changing world under the Sun, that is the bounty of God. One must not be prejudiced 

from others wealth and prosperity. 
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  According to the 123rd Adhyayah and 5th Sloka of Shanti-Parva ((‛kkfUr ioZ) in 

Mahabharta, ‘Arth’ means natural factors like the subjects of five senses, i.e., Eyes, Ears, 

Nose, Tongue and Skin which are See ((:i), Listen ((‛kCn) Smell (xU/k), Taste (jl) and Touch 

(Li‛kZ). Apropos to Kathopanishad (dBksifu’kn~),   a soul constituted by physical body, all senses 

and desire (eu), consumes Arth. 

  According to 167th Adhyayah and 19th Sloka of Shant-Parva in Mahabharta –  

  ‚vizKkua reksHkwra izKkua rq izdkf‛krk A‛       (Shanti-Parva. 167.19)     

  The sloka states that it is dark if one does not recognize the importance of 

Arth. Contrarily, it is light if one recognizes the importance of Arth. Further, the 145th 

Adhyayah of Anushasan-Parva (vuq‛kkluioZ)  in Mahabharta states that –  

  ‚/kU;a ;‛kL; ek;q’;a LoX;aZ p ijea ;‛k% A ‛ (Anushasan-Parva. 145)  

  The sloka says that money can bring you age (vk;q), honour and heavenly 

abode (LoxZz) and represents highly dignified and famous status. 

  The Adhyayah 145 of Anushasan-Parva (vuq‛kkluioZ) in Mahabharta also 

explains –  

  ‚lq[keFkZorka yksds d`PNª.kkea foizeks{k.ke ~ A ” (Anushasan Parva. 145) 

  Money drives away many problems and evils and therefore, rich persons can 

enjoy leisure in their life in the world.Despite all these, the Adhyayah 145 of Anushasan 

parva (vuq‛kkluioZ) in Mahabharta also quote the        following –  

  vkthosH;ks /kua izkI; prq/kkZ foHktsn~ cq/k%A  

/kekZ;kFkkZ; dkek; vkiRiz‛keuk; p A    (Anushasan Parva. 145) 

  The sloka explains that the money must be spent on religion( (/keZZ), Arth (/ku) 

meaning thereby all senses along with physical body, work (dke) and precautionary situation 

(ladV fuokj.k). Therefore, the first part of earned income must be spent on the attainment of 

education and knowledge and the second part on wages and for managing capital (Arth). 

Similarly, the third and fourth part of earned income must be spent on the consumable 

items of life and saving for future requirements. 
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It is also important to quote here the Sloka 11 of Adhyayah 167 of Shanti-Parva of 

Mahabharta –  

  deZHkwfefj;e~ jktfUug okrkZ iz‛kL;rs A   

d`f’kokZf.kT;xksj{ke~ f‛kYikfu fofo/kkfu pAA     (Shanti Parva. 167. 11) 

The sloka means the following –  

    The kingdom is the field of action in the agriculture, trade, animal husbandry 

and diverse kinds of arts which are the sources of wealth creation. Similarly, another related 

Sloka 12 of Adhyayah 167 of Shanti-Parva of Mahabharta is the following –  

  vFkZ bR;so losZ’kke~ deZE.kkeO;frdze% A  

u gz;rsvFksZu~ orsZrs /keZdkekfofr Jqfr% AA 

           (Mahabharta Shanti Parva 167. 12) 

  The sloka means that wealth is the ultimate end of all actions. Both virtue 

and desire cannot be attained without wealth. 

  Just like many references of Arth are found in Mahabharta, the same way the 

term Arth is found in Ramayana as well. For example, 

  vk;% rs foiqy% dfPpr~ dfPpn~ vYirjks O;;% A  

vik=s’kq u rs dfPpr~ dks‛kks xXPNfr jk?ko AA  

            (Ramayana 2. 100. 54). 

  In the Sloka, Rama asking his younger brother Bharata and hoping that the 

income of Bharata’s kingdom will be in abundance with minimum expenditure. He further 

hopes that non-deserving people may not be benefitted by the royal treasure.   

  Now it is the turn of the writings of Vedas, the oldest literature of Hindu 

Philosophy keeping in view the notions related with commerce and trade. In addition to the 

earning of money, Vedas along with other Hindu philosophical literature also explains 

defence, principles of expenditure and taxation. In this manner the Vedic literature favour 

the earnings of income along with its savings and expenditure. 

  In Rigveda, Pusa (iw’kk) is called as Arth-Mantri (vFkZ eU=h). There are many 

mantras on the powers of Pusa related with financial matters. For example, a few mantras 

are the following –  
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  According to Ist Mandala (eaMy), 23rd Sukta ((lwDr) and 8th Mantra (ea=)  of  

Rigveda –  

  nsokl% iw’kjkr;% A       (Mandala 1.23.8) 

  The sloka means that all deity (nsoh&nsork), are Pusrati (iw’kjkfr), Rati (jkfr) means 

donation or the person who donates or the person who gets donation. Dev (nso) is such a 

person who provides finance to all officers of a king for the discharge of their duties. The 

Vedas also mention different sources of income of Pusa (iw’kk). For example – according to 8th 

Mandala, 29th Sukta and 6th Mantra of Rigveda. 

  ,’k osn fu/khuke~ A                (Mandala 8.29.6) 

  The sloka describes that the Pusa knows about the mines. Similarly, 14th 

Adhyayah and 30” Mantra of Yajurveda quote. 

  {kqnzk% i‛koks·l`T;Ur iw’kkf/kifrjklhr~ A            (Yajurveda. 14. 30) 

  The sloka signifies that Pusa owns all those animals which are considered low 

than the man. Pusa may levy tax on the earnings from animals. Likewise in the 6th Mandala, 

58th Sukta and 2nd Mantra says,  

  oktiLR;% A         (Mandala 6. 58.2) 

  It refers that Pusa also earns income from agricultural production. According 

to 10th Mandala, 2nd Sukta and 66th Mantra of Rigveda.  

vk/kh’kek.kk;k% ifr% ‚kqpk;k‛p ‚kqpL; p  

olksok;ks·ohukek oklkafl ee`Ztr~ AA                 (Mandala 10. 2. 66) 

    It reflects from the Mantra that the Pusa also earns income from the trading 

of textile & clothing. 

According to 6th Mandala, 58th  Sukta and 3rd Mantra of Rigved.  

;kLrs iw’kUukoks vUr% leqnzs fgj.;;hjUrfj{ks pjfUr  (Mandala 6. 58.3) 

    The Mantra describes that Pusa will also levy taxes on ships, boats and 

aeroplanes. According to 6th Mandala (eaaMy), 54th Sukta and 2nd Mantra of Rigveda –  

  leq iw’.kk xesefg ;ks x`gka vfHk‛kklfr A  

be ,osfr p czor~ A        (Mandala 6. 54.2)  

  The mantra quotes about the taxes on houses for the collection of revenue. 

At the end, according to 6th Mandala, 53rd Sukta and 5th Mantra of Rigveda –  
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  ifj r`fU/k ‘k.khukekj;k gzn;k dos A  

vFkseLeH;a jU/k; A       (Mandala  6.53.5) 

    The sloka describes the levies of taxes on various types of traders and their 

activities.  Just like Pusa, there is another reference of Bhaga (Hkkxk) in Rigveda particularly 

who is entrusted with the job of social welfare and agricultural expansion and its activities.  

CONCLUSION  

 In essence, an economy was comparatively simple in ancient period and the 

governing principles of the economy were also simple. But Kautilya’s Arthashastra is a 

magnum opus in Ancient Indian Economic Thoughts. Arthashastra discussed many concepts 

of Commerce and trade, e.g., demand, supply, price, consumer protection, inflation, 

taxation, agricultural taxation, domestic trade, foreign trade, industry, services, economy, 

economic development, accounting, auditing, corporate social responsibility, royalty from 

mines, excise and custom duties, revenue collection, penalties, sea routes, money, forest 

produce, hoardings, artificial scarcity, weights and measures, loans, rate of interest, types of 

taxes, savings, division of portfolios by the king, public expenditure, donations, etc.  It is 

surprising that some of the notions of commerce and trade, e.g., corporate social 

responsibility, human capital formation, tariffs on imports, etc. that are considered fairly 

new; were contemplated by Kautilya’s Arthashastra. Kautilya also asserted many of the 

above concepts were as old as Rigveda. It shows that the ancient Indian economic thoughts 

were very rich. In the modern world, economies have become complex on account of 

advancement in science and technology, stock exchanges, etc. 

Lessons –  

  There have been a few ancient civilizations, e.g., Greeks, Romans, 

Mesopotamia, Egyptian, Chinese and Indian. Of these, Indian civilization is oldest and quite 

rich. The chief sources of Indian philosophy are Vedas, Upanishads, Smritis, Shukra-Niti, 

Arthashastra, Niti-Shastra, Ramayana, Mahabharta, Buddhist and Jain scriptures. The 

principles of political economy have been dealt with in detail in Indian ancient philosophy. 

Such a detailed description of commerce and trade in Indian philosophy poses a great lesson 

for the modern economies at global level. There are slokas those may guide the policy 

makers now-a-days at every stage and situation of even complex economies. In this manner, 
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solutions of contemporary problems of commerce and trade may be found as a light in the 

darkness.  
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