
To Our Readers
t has become fashionable for anybody and everybody to refer to Kautilya’s
Arthashastra whenever anything concerning Accountancy or Economics in the
Indian context crops up.  There are references to the glorious past of the  Indian
civilization, and so forth, but no one very clearly says what there is in the
Arthashastra that is of continuing relevance today.  

It is therefore, necessary to take a  look at what that venerated volume contains with regard to
matters that are of importance to chartered accountants.  Kautilya refers to budgetary control
through the use of specific appropriations, restricted and unrestricted expenditure, and deferred
revenue as well as internal fund transfers.  He had also derived the concepts of Advance Taxes and
Unearned Income.  The interesting point is that the format which was specified by Kautilya for the
maintenance of accounts included, for every transaction, the accounting period to which the trans-
action belongs.  When one views this in terms of the budgetary formats as specified by the Kautilya,
and the importance that he attaches to the recovery of arrears of revenue and the payments of lia-
bilities, the fundamental conceptual structure of a Double Entry System emerges.  In fact, while he
clearly recognized in such reporting the importance of materiality, nevertheless, he also prescribed
that the norms of materiality themselves must be reviewed from time to time. Kautilya had also rec-
ognized the importance of a Management Information System allied to an operative Financial
Information System.  He specified penalties for non-submission of such reports on time.

Of interest also is the fact that Kautilya devoted special attention to the modes of augmentation
of revenue for the State.  In these, he included (a) the continuance of successful policies, (b) main-
tenance of law and order, (c) adequately dealing with disasters, (d) the reduction of tax exemptions
and tax remissions.  He did also mention the avoidance of misuse of Government property and
deliberate accounting errors by Government servants and prescribed penalties in these matters.  

In regard to audit, Kautilya came down equally on the auditors as well as the auditees if they failed
to discharge their responsibilities appropriately.  Interestingly, he kept the highest punishment for
senior officials in whose departments accounts were either found not to be in order or there were
contradictions in the explanatory statements. 

Of course, Kautilya did not restrict himself to these concepts only.  He had also determined that
there was a necessity to have for example, countervailing duties on imported goods to avoid dump-
ing, royalty on processes, and ad valorem duties.  He imposed a transaction tax which was really at the
same time, a sales tax, a revenue surcharge and a discount on payments made by the Government.  

What does it mean today for all of us?  Obviously, many of the concepts that were novel during
Kautilya’s time are no longer so today.  At the same time, it cannot be gainsaid that all the premises
and fundamental principles enunciated by Kautilya have been fully exploited to the limits of their
theoretical strengths.  Like all Masters of his Age, Kautilya wrote in verses which can be interpreted
in several ways.  It is our failing that the people who have read Kautilya in the original are largely from
professions which have little to do with accounting and auditing, or even fiscal and monetary poli-
cies as they are applied. And therefore many meanings still remain hidden.   It is high time therefore,
that  specific attention is devoted by professionals to the discovery of as yet unearthed jewels of wis-
dom in the writings of Kautilya.

June, 2003 Editor
The Institute of Chartered Accountants of India

THE  CHARTERED ACCOUNTANT JUNE 2003
1183

I


