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ABSTRACT : 
The Indian Knowledge System (IKS) encompasses a vast repository of intellectual traditions rooted in 
ancient texts, practices, and philosophies that have shaped Indian civilization for millennia. This paper 
examines the interplay between IKS and economics, tracing its evolution from Vedic times to its relevance 
in modern economic discourse. It explores key concepts such as dharma (duty), artha (wealth), sustainable 
resource management, and decentralized economic structures, contrasting them with Western economic 
paradigms. The paper argues that IKS offers valuable insights for addressing contemporary economic 
challenges, including inequality, sustainability, and ethical governance.  
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Introduction : 
The Indian Knowledge System is a holistic framework that integrates philosophy, science, spirituality, 
and socio-economic principles. Unlike Western economic theories, which often prioritize individualism 
and material accumulation, IKS views economics (arth) as one of four interconnected life goals 
(purusharthas)— dharma (righteousness), artha (wealth), kama (desire), and moksha (liberation). This 
integration reflects a balanced approach to wealth creation, distribution, and utilization, emphasizing 
sustainability and societal well-being. Historically, India was an economic powerhouse, contributing 
approximately 33% of global GDP in the 1st century CE, according to economic historian Angus 
Maddison. This prosperity was underpinned by a sophisticated knowledge system that influenced trade, 
agriculture, taxation, and governance. Today, as the world grapples with economic disparities and 
environmental crises, revisiting IKS offers a lens to reimagine economic systems rooted in equity and 
resilience.  
 
THIS PAPER ADDRESSES THREE KEY QUESTIONS:  

1. What are the foundational principles of economics within IKS?  
2. How did these principles manifest in historical Indian economies?  
3. What lessons can modern economics draw from IKS?  

 
REVIEW OF LITERATURE: 
The intersection of the Indian Knowledge System (IKS) and economics has garnered increasing scholarly 
attention, particularly as global discourse shifts toward sustainable and equitable economic models. This 
section reviews key works to situate the present study within existing research.  
Classical Texts and Interpretations : 
Kautilya’s Arthashastra (circa 4th century BCE) remains a cornerstone for understanding ancient Indian 
economic thought. Shamasastry’s translation (1915) highlights its detailed prescriptions for statecraft, 
taxation, and trade, positioning it as a proto-economic treatise. Rangarajan (1992) further interprets it as 
a pragmatic manual balancing wealth (artha) with ethical governance (dharma), distinguishing it from 
Machiavellian realism. Vedic literature, including the Rigveda and Atharvaveda, has been analyzed by 
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Griffith (1896) and Bloomfield (1897) for its economic undertones, such as references to cattle wealth 
and communal resource use, though these studies focus more on linguistics than economics.  
Historical Economic Analyses : 
Maddison’s The World Economy: A Millennial Perspective (2001) provides quantitative evidence of 
India’s economic dominance, attributing it to sophisticate agricultural and trade systems rooted in IKS. 
Sharma (2005) in India’s Ancient Past delves into the socio-economic structures of Vedic and Gupta 
periods, emphasizing decentralized village economies and guild systems (shrenis). Thapar (2002) in Early 
India critiques the romanticization of ancient prosperity, noting disruptions from invasions and colonial 
exploitation, yet acknowledges the resilience of traditional practices.  
Philosophical and Ethical Dimensions : 
Sen (2005) in The Argumentative Indian explores the philosophical integration of dharma and artha, 
arguing that IKS offers a counter-narrative to Western utilitarianism. He suggests its emphasis on debate 
and ethics could inform modern policy, though he cautions against uncritical revivalism. Basham (1954) 
in The Wonder That Was India underscores the ecological consciousness in Vedic texts, linking it to 
sustainable economic practices—a theme echoed by Gadgil and Guha (1992) in This Fissured Land, who 
connect traditional resource management to contemporary environmentalism.  
Contemporary Applications : 
Recent scholarship has sought to bridge IKS with modern economics. Panagariya (2008) in India: The 
Emerging Giant credits traditional knowledge for India’s post-independence rural resilience, advocating 
its integration into development models. Conversely, Dreze and Sen (2013) in An Uncertain Glory critique 
the neglect of IKS in favor of Western frameworks, arguing it has exacerbated inequality. Kumar (2020) 
in Indian Knowledge Systems: Relevance in Modern Context explores practical applications, such as 
reviving water harvesting systems (johads), but notes a lack of empirical studies testing IKS principles in 
industrial contexts.  
 
GAPS IN LITERATURE: 
While historical and philosophical analyses abound, few studies systematically connect IKS to 
contemporary economic challenges like digital economies or global trade. The ethical framework of IKS 
is often praised but rarely modeled against metrics like Gini coefficients or carbon footprints. Moreover, 
the colonial disruption of IKS-based economies is underexplored, leaving a gap in understanding its 
decline and potential revival. This paper addresses these lacunae by synthesizing historical insights with 
modern relevance, offering a comprehensive framework for further exploration.  
 
FOUNDATIONS OF ECONOMICS IN THE INDIAN KNOWLEDGE SYSTEM : 
Philosophical Underpinnings : 
Economics in IKS is not an isolated discipline but part of a larger ethical and cosmic order. The 
Arthashastra, authored by Kautilya (circa 4th century BCE), is often cited as India’s seminal economic 
text. However, economic thought permeates earlier Vedic literature, Upanishads, and epics like the 
Mahabharata and Ramayana. Central to this thought is the concept of dharma, which governs economic 
activities by ensuring they align with moral and societal obligations.  

 Artha: Wealth is seen as a legitimate pursuit, but only when earned and used righteously. The 
Rigveda (10.31.2) emphasizes that wealth should flow like rivers, benefiting all rather than 
stagnating in the hands of a few.  

 Dharma and Artha Nexus: Economic prosperity is subordinate to ethical conduct. The Manusmriti 
(4.176) advises that wealth acquired through unjust means leads to ruin.  
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KEY ECONOMIC PRINCIPLES: 
Several principles emerge from IKS that distinguish it from Western frameworks:  

1. Sustainability: The Atharvaveda (12.1) invokes the Earth as a mother, urging humans to use 
resources judiciously. This aligns with ecological economics, emphasizing long-term resource 
preservation.  

2. Decentralized Economy: Ancient India relied on self-sufficient village units (gramas), fostering 
local production and consumption—a precursor to modern ideas of circular economies.  

3. 3. Wealth Distribution: The concept of dana (charity) and equitable taxation (raja-bhaga) ensured 
wealth circulated rather than concentrated.  

4. Skill-Based Division: The varna system, originally a merit-based division of labor (not rigid 
castes), optimized economic productivity by aligning roles with individual aptitudes.  

 
CONTRAST WITH WESTERN ECONOMICS: 
Western economics, rooted in thinkers like Adam Smith and Karl Marx, emphasizes individualism, 
competition, and capital accumulation. IKS, conversely, prioritizes collective welfare, interdependence, 
and ethical constraints on profit. While Smith’s “invisible hand” assumes self-interest drives societal good, 
IKS posits that conscious ethical oversight (dharma) is essential for harmony.  
 
HISTORICAL MANIFESTATION OF IKS IN INDIAN ECONOMIES : 
Vedic Period (1500–500 BCE) : 
The Vedic economy was agrarian, with cattle as a primary measure of wealth. Barter systems dominated, 
supported by rituals that reinforced economic cooperation. The Rigveda mentions nishka (gold ornaments) 
as proto-currency, indicating early monetization. Resource management was communal, with hymns 
praising collective prosperity (samriddhi).  
Mauryan Era (4th–2nd Century BCE): 
Kautilya’s Arthashastra provides a detailed blueprint of a state-managed economy. Key features include:  

 Taxation: Progressive taxes based on income and occupation, with exemptions for the poor.  
 Trade: State-regulated markets and extensive trade networks with Mesopotamia, Greece, and 

Southeast Asia. 
 Welfare: Public works like irrigation and famine relief, reflecting a commitment to lokasangraha 

(public welfare).  
The Mauryan Empire’s economic success—evidenced by its vast treasury and infrastructure—
demonstrates IKS’s practical efficacy. 
Gupta Period (4th–6th Century CE) : 
Often called India’s “Golden Age,” the Gupta era saw advancements in mathematics (e.g., zero, decimals) 
that revolutionized trade and accounting. Decentralized village economies thrived alongside urban centers 
like Pataliputra, supported by guilds (shrenis) that balanced competition and cooperation. Foreign 
accounts, such as those of Fa-Hsien, describe a prosperous, equitable society. 
Medieval and Colonial Disruptions: 
he medieval period saw the rise of regional kingdoms with sophisticated taxation and trade systems, 
though invasions disrupted continuity. Colonial rule (18th–20th centuries) dismantled IKS-based 
economies, imposing extractive policies that reduced India’s GDP share to 4% by 1947. Traditional 
knowledge was marginalized, yet its resilience persisted in rural practices.  
 
MODERN RELEVANCE OF IKS IN ECONOMICS: 
Addressing Inequality : 
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Modern capitalism struggles with wealth concentration—Oxfam reports that 1% of the global population 
owns nearly half its wealth. IKS’s emphasis on dana and equitable resource sharing offers a counterpoint. 
Initiatives like India’s Swachh Bharat (cleanliness campaign) and rural cooperatives echo this ethos of 
collective responsibility.  
Sustainability and Climate Change : 
The Vedic reverence for nature aligns aligns with green economics. India’s traditional water harvesting 
systems (johads) and organic farming practices are being revived to combat climate change, proving IKS’s 
foresight in sustainable development.  
Ethical Governance : 
The Arthashastra’s focus on accountability and welfare contrasts with profit-driven governance models. 
Modern policymakers could adopt its principles to curb corruption and prioritize public good, as seen in 
India’s digital economy reforms (e.g., UPI).  
Decentralization : 
The resurgence of Panchayati Raj (village governance) reflects IKS’s decentralized ethos, empowering 
local economies in a globalized world. This aligns with economist E.F. Schumacher’s “small is beautiful” 
philosophy.  
Critiques and Challenges : 
While IKS offers profound insights, it faces scrutiny:  

 Idealization: Some argue it romanticizes the past, ignoring historical inequalities (e.g., later caste 
rigidities). 

 Adaptability: Ancient principles may not fully address industrial or digital economies. 
 Implementation: Integrating IKS into policy requires overcoming entrenched Western 

frameworks.  
These challenges suggest a hybrid approach, blending IKS with contemporary tools. 
 
CONCLUSION : 
The Indian Knowledge System provides a rich tapestry of economic thought, intertwining wealth creation 
with ethical and ecological considerations. Historically, it sustained one of the world’s most prosperous 
civilizations; today, it offers solutions to pressing global issues. By revisiting IKS, modern economics can 
evolve toward a more inclusive, sustainable paradigm—one that honors both human dignity and planetary 
health. Future research should explore empirical applications of IKS principles, such as modeling dana-
based wealth redistribution or scaling traditional resource management. As the world seeks alternatives to 
faltering systems, India’s ancient wisdom may illuminate the path forward. 
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