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Abstract

This paper examines proto-economic ideas embedded in the political and theological writings of ancient

Indian and Greek thinkers. Formal economic inquiry emerged relatively late in the Indian intellectual tradition, yet

substantive analysis of wealth, taxation, trade, public administration, and the division of labour appeared centuries

earlier in the works of Kautilya (Chanakya), Plato, and Aristotle. The paper identifies and evaluates these

contributions against the categories recognised by modern economics — production, exchange, value, money,

taxation, and public finance — and situates them in their historical context. The central argument is that classical

Indian thought, particularly through the Arthashastra, articulated a coherent framework of political economy that

in several respects anticipated ideas that became mainstream only in later European economic thought.
Keywords: Classical Indian writers; Kautilya;, Chanakya; Arthashastra; Plato,; Aristotle; ancient economic

thought, origin of economics in India; division of labour; taxation; political economy.

1. Introduction

Formal economic writing arrived relatively late in

the Indian literary tradition. Nevertheless, ideas
pertaining to economic management and statecraft
recur throughout the political and theological
literature of ancient India. Similarly, Greek
philosophers who were concerned primarily with
ethics and the theory of the ideal state found
themselves compelled to address production,
exchange, money, and the distribution of property.
This paper traces those embedded economic insights
in three major figures: Kautilya (c. 350-250 BCE),
the Indian political theorist and minister; Plato (c.
428-348 BCE), the Athenian philosopher; and
Aristotle (384-322 BCE), Plato’s foremost pupil. The
object is not to claim these thinkers as economists in
the modern sense but to demonstrate that
recognisable economic reasoning — concerning
resource allocation, incentive design, taxation,
money, and value — is evident in their work.

The paper proceeds thematically: Section 2 addresses
Kautilya and the Arthashastra; Section 3 covers
Plato; Section 4 examines Aristotle; and Section 5
offers a comparative synthesis.

2. Kautilya And the Arthashastra
2.1 Historical and Intellectual Context

Kautilya — also known as Chanakya or
Vishnugupta — is believed to have lived between
approximately 350 and 250 BCE. A professor at the
University of Taxila and later the principal minister
to the Mauryan emperor Chandragupta, he authored
the Arthashastra, a comprehensive treatise on
statecraft composed, according to most scholars,
between 321 and 286 BCE. The Sanskrit term
Arthashastra is conventionally rendered as “science
of wealth” or “science of material gain,” where artha
denotes both wealth and purpose, and shastra denotes
a systematic body of knowledge.

The primary focus of the Arthashastra is
political: it supplies the king with a detailed manual
for governance, diplomacy, warfare, and internal
administration. Yet in pursuing these objectives
Kautilya engaged extensively with what we would
today call public economics, development
economics, and institutional economics.

2.2 The State as an Economic Actor

Kautilya’s overarching goal was a strong
kingdom, because only a strong and orderly state
could, in his view, furnish the conditions necessary
for private economic activity to flourish. He
articulated a causal chain: state strength — security
and infrastructure — business activity — citizen
income — national wealth. This reasoning bears

Email id’s:- aiirjpramod@gmail.com Or aayushijournal@gmail.com

Page No.

website :- www.aiirjournal.com 53



mailto:aiirjpramod@gmail.com
mailto:aayushijournal@gmail.com
http://www.aiirjournal.com/

Aayushi International Interdisciplinary Research Journal (AIIR])

VOL- XIII ISSUE- III MARCH 2026

PEER REVIEW
e-JOURNAL 8.589

IMPACT FACTOR ISSN
2349-638x

comparison to later arguments for a developmental
state.

He assigned to the public sector large-scale or
strategic  activities —  mining, armaments
manufacture, construction of major infrastructure —
while leaving agriculture, manufacturing, and trade to
private citizens. He thus delineated a clear boundary
between public and private enterprise that would not
be systematically theorised in Europe until the
nineteenth century.

His view of physical infrastructure anticipates
modern growth economics. Roads, bridges, and
transport routes were not merely administrative
conveniences; they reduced the transactions costs of
commerce and thereby expanded markets. He
explicitly recommended that the king invest in these
facilities as a means of fostering prosperity.

2.3 Taxation: Principles and Accountability

Kautilya’s treatment of taxation is among his
most analytically developed contributions. He
subscribed to what would later be called the canon of
certainty: the taxpayer should know in advance the
rate, timing, and method of tax collection.
Unpredictability in taxation, he held, was
economically harmful and politically destabilising.

More remarkably, Kautilya insisted on the
accountability of tax officials. He wrote: ‘“Those
officials who have amassed money [wrongfully] shall
be made to pay it back; they shall be transferred to
other jobs where they will not be tempted to
misappropriate and be made to disgorge again what
they had eaten.” Conversely, meritorious officials
were to be rewarded: “An officer who accomplishes a
task as ordered or better shall be honoured with
promotion and rewards.” This dual mechanism —
punishment of corruption and reward of performance
— constitutes an early theory of incentive-compatible
public administration.

2.4 Trade: Domestic and International

Kautilya regarded domestic retail trade as
broadly unproductive in a direct sense but
acknowledged that it supported welfare and provided
income for traders and tax revenue for the state. His
scepticism about purely intermediary commercial
activity echoes, centuries in advance, the physiocratic
controversy of the sixteenth and seventeenth
centuries — though Kautilya was more generous
toward all occupations than the physiocrats, holding

that all businesses contribute productively to social
welfare.

On international trade he was more clearly
positive: imports could supply citizens with cheaper
goods and raise living standards. Yet he was not a
free trader. He favoured managed trade and
specifically argued that goods produced by the king’s
own enterprises should receive protection from
foreign competition — an argument structurally
similar to the infant-industry case that Alexander
Hamilton and Friedrich List would articulate two
millennia later.

2.5 Private Property and Capital Formation

Kautilya endorsed private property as a
productive institution. He argued that the
concentration of property in the hands of industrious
owners facilitates capital formation, and that capital
formation drives economic development. He also
asserted the king’s right to own property, treating the
royal household as a form of private enterprise
operating within the public sector.

In recognising that private ownership creates
incentives for accumulation and productive
investment, Kautilya anticipated a central insight of
classical political economy.

3. Plato: Division of Labour And the Theory of
Money
3.1 Division of Labour in the Republic

Plato (c. 428-348 BCE) wrote primarily about
ethics, epistemology, and the ideal political order.
Nevertheless, his attempt to define the minimum
functional state in the Republic (c. 380 BCE)
produced an early and lucid analysis of the division
of labour. He argued that to satisfy the four basic
needs of a human being — food, shelter, clothing,
and footwear — a minimal community required at
least four specialists: a farmer, a builder, a weaver,
and a shoemaker.

He observed that each specialist could, in
principle, produce all four goods for himself, but that
this would be inefficient for two reasons. First,
switching between tasks wastes time. Second, some
tasks are time-sensitive: produce that cannot wait
spoils. Specialisation, therefore, not only reduces
effort but also preserves quality and prevents loss.
Plato thus identified both the productivity and the
temporal advantages of specialisation — an insight
that Adam Smith would elaborate and systematise in
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The Wealth of Nations more than two thousand years
later.
3.2 Money and Exchange in the Laws

Plato’s second major economic contribution
appears in the Laws. He observed that Greek city-
states used silver and gold coin for trade with other
regions, but that ordinary citizens were forbidden
from holding precious metals for domestic
transactions, relying instead on tokens — most
probably leather discs or base-metal coins — as a
domestic medium of exchange.

Plato proposed that a separate currency of
precious metal — acceptable across regions —
should exist for foreign commerce, to be obtained by
citizens with the approval of magistrates. On
returning from abroad, any surplus currency earned
from trade was to be converted into the domestic
token currency at an official rate. Plato did not
specify the mechanism for setting the exchange rate,
but his distinction between a domestic means of
payment and an international settlement currency
anticipates debates that recurred from the gold
standard to the Bretton Woods system.

4. Aristotle: Value, Money, And Exchange
4.1 The Context of Aristotle’s Economic Ideas

Aristotle (384-322 BCE) engaged with
economic phenomena not as a theorist of production
or trade per se, but as a philosopher of the polis
concerned with its proper functioning. In the Politics
and the Nicomachean Ethics he examined exchange,
barter, retail trade, usury, and property — the
economic institutions of his day — and subjected
them to moral and analytical scrutiny.

4.2 Value and the Functions of Money

Aristotle confronted the problem of value
when analysing exchange. Two goods can be traded
only if their values can somehow be equated, and
Aristotle reasoned that money performs this
equalising function. He identified three principal
functions of money — medium of exchange, measure
of value, and store of value — a classification that
remains standard in monetary economics today.

On labour and value, Aristotle’s position was
the reverse of what later labour-value theorists would
argue: for him, the market price of a good determines
the reward to the labour that produced it, not the
other way around. Goods command prices because of
their usefulness in exchange, and that price in turn

determines what labour is worth. This approach
places him closer to a demand-side theory of value.
4.3 Exchange, Property, and Usury

In the Politics, Aristotle distinguished between
natural and unnatural modes of acquisition. Exchange
arising from genuine human need — trading a
surplus of one good for a deficiency of another —
was natural and morally acceptable. Retail trade
conducted for profit was more problematic but not
condemned outright. Usury — the charging of
interest on money — was, however, emphatically
unnatural: money, he argued, was invented as a
medium of exchange, not as a thing that begets more
money by sitting idle. Lending at interest was
therefore a perversion of money’s proper function.

On property, Aristotle defended private
ownership, provided it was acquired “naturally” —
by adding use-value to goods — and kept within the
limits appropriate to a moderate life. He was opposed
to unlimited accumulation, which he regarded as both
ethically corrupting and socially destabilising.

5. Comparative Synthesis and Significance

Taken together, these three bodies of thought
constitute a remarkably rich proto-economic
literature. All three thinkers recognised that
specialisation increases efficiency. All three
examined money, though with different emphases:
Plato on its dual domestic-and-international role,
Aristotle on its functions and limits, and Kautilya on
the -~ ‘institutional  conditions @ —  certainty,
accountability — under which taxation and public
finance operate effectively.

Kautilya’s contribution is particularly striking
in its analytical scope. His simultaneous advocacy of
public enterprise in strategic sectors, private
enterprise in agriculture and trade, infrastructure
investment as a growth driver, merit-based
bureaucratic incentives, and managed international
trade constitutes, in essence, a theory of the
developmental state. That these ideas were
formulated around 300 BCE, and that they lay largely
outside the mainstream narrative of the history of
economic thought for most of the twentieth century,
suggests that the canonical account — which
typically begins with the Mercantilists and the
Physiocrats — requires revision.

Plato’s  division-of-labour  argument and
Aristotle’s monetary theory are well-known among
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historians of economic thought, even if they are
seldom granted the prominence of Adam Smith or
David Ricardo. Kautilya, however, remains under-
studied. His work deserves to be placed alongside
Plato and Aristotle as a foundational text of economic
reasoning, and the Arthashastra merits greater
integration into undergraduate and postgraduate
curricula in the history of economic thought.

6. Conclusion

The birth of systematic economic reasoning
cannot be located in a single tradition or a single
moment. This paper has shown that Kautilya, writing
in India around 300 BCE, developed a coherent
framework addressing state finance, public
enterprise, taxation, trade policy, and capital
formation. His Greek near-contemporaries, Plato and
Aristotle, contributed analyses of specialisation,
monetary functions, and the ethics of exchange that
remain foundational. Together, these thinkers
demonstrate that the intellectual roots of economics
extend deep into the ancient world, across both the
Indian subcontinent and the Mediterranean.

Future research should examine the extent to
which these traditions were in dialogue — through
the trade routes and diplomatic contacts that linked
Mauryan India and the Hellenistic kingdoms in the
third century BCE — and should explore other
classical Indian sources, including the Dharmashastra
literature and the early Buddhist economic thought
visible in the Pali Canon, that have received even less
attention than the Arthashastra.
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