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ABSTRACT 

Ancient Indian economic thought provides a valuable intellectual foundation for understanding governance, 
public finance, and development policy. Among classical texts, Kautilya’s Arthashastra stands out as one of the 
earliest systematic treatises on political economy and economic administration. Written during the Mauryan 
period in the fourth century BCE, the Arthashastra presents an elaborate framework of economic governance that 
includes taxation policy, agricultural management, industrial regulation, trade administration, infrastructure 
development, and public welfare. 

Kautilya emphasized that the prosperity of a state depends upon the economic well-being of its citizens. 
According to him, the ruler must establish institutions that encourage productive activities, maintain efficient 
fiscal administration, regulate markets, and ensure the welfare of society. These principles resonate strongly with 
contemporary development economics, which emphasizes the role of the state in facilitating growth, maintaining 
macroeconomic stability, and investing in public goods. 

In modern India, economic policy is directed toward sustaining high growth, expanding infrastructure, 
improving agricultural productivity, strengthening manufacturing, and enhancing investments in health and 
human capital. The Economic Survey 2025–26 notes that India continues to remain one of the fastest-growing 
major economies in the world, with real GDP growth projected around 7 percent, supported by strong domestic 
demand, increased public investment in infrastructure, and resilient agricultural output (Government of India, 
2026). 

This paper examines the economic philosophy of Kautilya and evaluates its relevance for contemporary 
development policy in five important sectors: taxation, infrastructure development, agriculture, industry, and 
health. The analysis suggests that several ideas articulated in the Arthashastra correspond closely with modern 
economic policy frameworks. Integrating insights from ancient Indian economic thought with contemporary 
development strategies can provide a more holistic approach to sustainable and inclusive economic development. 

KEYWORDS: Arthashastra, Kautilya, Development Policy, Indian Economy, Taxation, Agriculture, 
Infrastructure. 

 
1. INTRODUCTION 
The history of economic thought is often traced to classical economists such as Adam Smith, David Ricardo, and 

John Maynard Keynes. However, economic reasoning and policy analysis existed in many civilizations long 

before the emergence of modern economics as an academic discipline. Ancient Indian intellectual traditions 

contain numerous reflections on economic organization, governance, taxation, and resource management.Among 

these works, Kautilya’s Arthashastra represents one of the most comprehensive early treatises on political 

economy. Composed during the Mauryan period, the Arthashastra provides a detailed account of governance, 

economic administration, fiscal policy, and statecraft. Kautilya, also known as Chanakya or Vishnugupta, served 

as the chief advisor to Chandragupta Maurya and played a significant role in establishing the Mauryan Empire. 

The Arthashastra covers a wide range of topics including taxation systems, agricultural management, industrial 

production, trade regulation, mining activities, public infrastructure, and welfare policies. Unlike purely 

philosophical texts, the Arthashastra adopts a pragmatic and policy-oriented approach to economic 

governance.Kautilya believed that economic prosperity is the foundation of political stability and national 

power. According to him, the ruler must ensure the welfare of the population by promoting productive economic 

activities and maintaining effective administrative institutions.In modern economic policy, governments pursue 

development strategies aimed at increasing productivity, expanding infrastructure, promoting industrialization, 
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and improving living standards. In India, economic planning has evolved significantly since independence, 

particularly after the liberalization reforms of the 1990s. 

 

The Economic Survey 2025–26 highlights that India’s growth continues to be supported by domestic 

consumption, infrastructure investment, and improvements in agriculture and manufacturing. The survey notes 

that capital expenditure by the government has played a major role in strengthening infrastructure and stimulating 

economic activity. Interestingly, many of these policy priorities resemble principles articulated in the Arthashastra 

more than two millennia ago. The emphasis on balanced taxation, agricultural development, infrastructure 

investment, and public welfare demonstrates the enduring relevance of ancient Indian economic thought. 

This research paper seeks to analyze the economic philosophy of Kautilya and examine its relevance to 

contemporary development policy in India. 

 

2. ECONOMIC PHILOSOPHY OF KAUTILYA 
Kautilya’s economic philosophy reflects a pragmatic and administrative approach to economic governance. The 

Arthashastra emphasizes that economic prosperity is essential for maintaining political stability and social 

harmony. A central concept in Kautilya’s philosophy is “Yogakshema,” which refers to the security and welfare 

of the population. The ruler is expected to create conditions that ensure both prosperity and protection for citizens. 

The economic framework proposed by Kautilya rests on several important principles: 

• Efficient administration and institutional accountability 

• Rational taxation and fiscal discipline 

• Agricultural productivity as the foundation of the economy 

• State supervision of industry and trade 

• Public investment in infrastructure 

• Protection of public welfare 

Kautilya recognized the importance of institutions in economic governance. The Arthashastra describes numerous 

administrative departments responsible for agriculture, commerce, taxation, mining, and public works. Officials 

were required to maintain accurate records and were subject to strict oversight. Another key aspect of Kautilya’s 

philosophy is the active role of the state in economic development. The government was expected to regulate 

markets, prevent exploitation, and support productive economic activities. From a modern perspective, this 

approach resembles the concept of a developmental state, where government institutions play a strategic role in 

guiding economic growth. 

 

3. TAXATION POLICY: ARTHASHASTRA AND MODERN FISCAL GOVERNANCE 
3.1 Taxation in the Arthashastra 

Taxation was a central component of Kautilya’s economic system because it provided the financial resources 

required for governance and public administration. The Arthashastra identifies several sources of revenue 

including agricultural taxes, trade duties, mining income, forest resources, and customs duties. Agricultural 

produce formed a significant portion of state revenue. 

 

Kautilya emphasized moderation in taxation. Excessive taxation could discourage production and reduce 

economic activity. Therefore, taxes should be collected in a manner that does not harm the productive capacity of 

the economy. Kautilya famously compared taxation to the behavior of a bee that collects honey from flowers 

without damaging them. This metaphor reflects the principle that taxation should be efficient yet non-destructive. 

The Arthashastra also emphasized accountability in tax administration. Officials responsible for revenue 

collection were subject to strict supervision, and severe penalties were prescribed for corruption. 

 

3.2 Modern Fiscal Policy and Economic Survey Evidence 

Modern fiscal policy in India reflects similar principles of efficient taxation and macroeconomic stability. The 

introduction of the Goods and Services Tax (GST) created a unified national tax structure and simplified tax 

compliance. Digitalization of tax systems has further improved transparency and efficiency. According to the 

Economic Survey 2025–26, tax buoyancy has improved significantly due to better compliance and technological 

integration in tax administration. Direct tax collections and GST revenues have both shown strong growth in 

recent years. The survey also notes that the government has pursued fiscal consolidation while maintaining high 

levels of public investment. The fiscal deficit has gradually declined, reflecting improved fiscal management. 

These developments demonstrate the continued relevance of Kautilya’s principle that taxation should support 

economic development without discouraging productive activities. 
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4. INFRASTRUCTURE DEVELOPMENT 
Infrastructure development plays a crucial role in economic growth by improving productivity, facilitating trade, 

and enhancing connectivity. 

 

4.1 Infrastructure in the Arthashastra 

Kautilya recognized the importance of public investment in infrastructure for supporting economic activities. The 

Arthashastra recommends the construction of roads, irrigation systems, reservoirs, and marketplaces.Irrigation 

infrastructure received particular emphasis because agriculture depended heavily on water availability. The state 

invested in canals and reservoirs to ensure stable agricultural production. Trade routes and transportation networks 

were also important for facilitating commerce between regions. 

 

4.2 Infrastructure in Modern India 

Infrastructure investment remains a central pillar of India’s development strategy. The Economic Survey 2025–

26 highlights that government capital expenditure has increased significantly over the past decade. Public 

investment in roads, railways, ports, and energy infrastructure has strengthened economic productivity. Major 

initiatives such as the National Infrastructure Pipeline, Bharatmala highway network, and renewable energy 

expansion aim to enhance connectivity and support industrial growth. Infrastructure development also generates 

employment and encourages private sector investment. 

 

5. AGRICULTURE AND RURAL DEVELOPMENT 
Agriculture formed the backbone of the Mauryan economy, and Kautilya recognized its importance in sustaining 

economic stability. The Arthashastra provides detailed guidelines for agricultural administration, irrigation 

management, and land cultivation. The state supported farmers through irrigation infrastructure and protection 

during natural disasters. In modern India, agriculture continues to play a vital role in the economy. The Economic 

Survey 2025–26 reports that the agricultural sector has demonstrated resilience despite climate uncertainties. 

Improvements in irrigation coverage, agricultural technology adoption, and policy support programs have 

contributed to enhanced agricultural productivity. Government initiatives such as PM-KISAN, crop insurance 

schemes, and digital agriculture programs aim to improve farmer welfare and ensure food security. 

 

6. INDUSTRIAL DEVELOPMENT AND TRADE 
Industrial production and trade were also recognized by Kautilya as essential components of economic growth. 

The Arthashastra describes various industries including mining, metallurgy, textiles, and handicrafts. State 

supervision ensured quality standards and prevented unfair market practices. In modern India, industrial 

development remains a major policy priority. Programs such as Make in India, Production Linked Incentive 

(PLI) schemes, and support for startups aim to strengthen manufacturing capacity and enhance global 

competitiveness. According to the Economic Survey 2025–26, manufacturing and services sectors continue to 

contribute significantly to India’s economic growth and employment generation. 

 

7. HEALTH SECTOR AND HUMAN CAPITAL 
The Arthashastra recognizes the importance of sanitation and public health for maintaining social stability. 

Kautilya emphasized regulation of medical practitioners and maintenance of hygienic conditions in urban areas. 

In modern economic policy, healthcare is considered a key component of human capital development. The 

Economic Survey 2025–26 highlights the expansion of healthcare infrastructure and increased government 

spending on health services. Programs such as Ayushman Bharat aim to provide affordable healthcare and 

improve access to medical services for millions of citizens. Investment in health improves labor productivity and 

contributes to long-term economic growth. 

 

8. COMPARATIVE ANALYSIS 

Sector Arthashastra Approach Modern Policy (Economic Survey) 

Taxation Moderate taxation with efficient 

administration 

GST reforms and improved tax compliance. 

Infrastructure Roads, irrigation, trade routes National Infrastructure Pipeline, PM GatiShakti. 

Agriculture Irrigation and land management Agricultural modernization programs. 

Industry State supervision of industries Make in India , PLI schemes,Startup India. 

Health Sanitation and medical regulation Ayushman Bharat and health infrastructure. 
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9. CONCLUSION 
Kautilya’s Arthashastra represents one of the earliest systematic frameworks for economic governance. Its analysis 

of taxation, agriculture, infrastructure, industry, and welfare policies demonstrates a sophisticated understanding 

of economic management.Many principles articulated in the Arthashastra remain highly relevant in contemporary 

economic policy. The emphasis on rational taxation, infrastructure investment, agricultural productivity, industrial 

development, and public welfare aligns closely with modern development strategies.The Economic Survey 2025–

26 highlights the importance of these sectors in sustaining India’s economic growth.Therefore, integrating insights 

from ancient Indian economic thought with modern policy frameworks can provide valuable guidance for 

achieving inclusive and sustainable economic progress. 
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