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Abstract

Indian Knowledge Systems [IKS] have gained renewed importance after National Education Policy 2020.
This conceptual paper decodes Kautilya's Arthashastra [c. 4th century BCE] from the lens of Investment
Analysis and Management. While modern finance attributes portfolio theory to Markowitz and leadership
theories to 20th century scholars, this paper argues that core principles of diversification, risk management,
treasury management and ethical leadership were systematically codified by Kautilya. Using hermeneutic
content analysis of Kangle and Rangarajan translations, the study identifies principles such as Kosh
Vriddhi, Vividh Aya, Desha-Kala-Patra Pariksha, and Aapad Dharma. It also analyses Saptanga theory
and Rajarshi leadership model. A comparative framework linking Kautilyan sutras to modern concepts of
portfolio management, behavioural finance and ESG investing is developed. The study also integrates
faculty perspective on IKS adoption [Udupa & Kumar, 2024] to justify the pedagogical need for such
frameworks. The paper concludes that Kautilya provides a culturally rooted, ethical and practical model
for MBA teaching in Investment Management.[1952][1972][1992]
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1. Introduction

Management education in India has historically relied on Western paradigms. In Investment Analysis and
Management, we begin with Markowitz, Sharpe, and CAPM. While these models are robust, they lack
cultural rootedness for Indian students. The National Education Policy [NEP] 2020 has mandated the
integration of Indian Knowledge Systems [IKS] into higher education curricula to provide a holistic,
indigenous and value-based education [Ministry of Education, 2020].

Among IKS texts, Kautilya's Arthashastra is arguably the most relevant for management. Kautilya, also
known as Chanakya and Vishnugupta, was the chief advisor to Chandragupta Maurya and the architect of
the Mauryan Empire. The Arthashastra, consisting of 15 Adhikaranas and over 6000 sutras, is a
comprehensive treatise on statecraft, economics and administration. Although traditionally viewed as a
political text, Book Il of Arthashastra deals exclusively with treasury, mines, trade, agriculture and audit
- functions that are essentially investment management.[Kangle][1972]
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This paper asks a simple question: Can a 2300-year-old text offer relevant lessons for a modern fund
manager? The paper answers in the affirmative and develops a framework for classroom application.

2. Objectives of the Study

To decode and interpret investment and wealth management principles enshrined in Kautilya's
Arthashastra.To extract Kautilya's leadership framework and correlate it with modern leadership and
behavioural finance theories.To develop a comparative pedagogical model linking Kautilyan thought with
modern Investment Analysis and Management, addressing the faculty adoption gap identified by Udupa
& Kumar.[2024]

3. Research Methodology

This is a conceptual and exploratory study based on qualitative content analysis. The primary source is
Arthashastra. Two translations were used as reference: Kangle for authenticity and Rangarajan for
contemporary readability. The research method is interpretative and comparative. The study does not
claim to provide a literal translation from Sanskrit but provides a management interpretation of the
translated verses. The limitation is the reliance on translated versions.[1972][1992]

4. Review of Literature

4.1 Discovery and Translation of Arthashastra

The Arthashastra was considered lost until its discovery in 1905 by Dr. R. Shamasastry at the Mysore
Oriental Research Institute. Kangle provided the most authoritative critical edition in three volumes and
established that Arthashastra is primarily a text on Varta - the science of wealth. Rangarajan rearranged
the text thematically, making it accessible for management scholars.[Shamasastry][1915][1972][1992]
4.2 Kautilya as the First Economist

Waldauer et al. compared Kautilya with Adam Smith and Aristotle and concluded that Kautilya's public
finance theories were more advanced. Sihag has extensively documented Kautilya's contributions to
taxation, interest rate theory and fiscal policy. Sihag highlights that Kautilya proposed a risk-based interest
rate - higher interest for risky trade routes and lower for safe routes - which is the foundation of the risk-
return tradeoff. However, these studies focus on public finance and do not link Kautilya to private portfolio
management.[1996][2005][2014]

4.3 Kautilya as a Management and Leadership Thinker

Boesche analysed Saptanga theory as an early systems and stakeholder theory. Chakraborty and Sharma
were pioneers in bringing Indian ethos into IIM curricula. They used Kautilya's concept of Rajarshi - a
sage-king - to explain ethical leadership. Pillai popularized Kautilya through Corporate Chanakya, but his
work is motivational rather than academic. Mitra and Liebig explored Kautilyan leadership ethics and
linked it to ESG principles, but did not apply it to investment leaders.[2002][1995][2007][2010][2017]
Thus, a gap exists: Kautilya as an investment strategist and behavioural finance guru is under-explored.
4.4 Faculty Perspectives on IKS Integration - The Need for Frameworks

A critical empirical study for the present paper is by Udupa and Kumar. In their paper "Faculty
Perspectives on Integrating Indian Knowledge Systems [IKS] in Higher Education™ published in the
International Journal for Multidisciplinary Research [IJFMRY], they investigated faculty perspectives on
IKS integration.[2024]
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Drawing on survey responses extrapolated to a sample size of 100 faculty members, they explored
awareness, attitudes, perceived challenges and institutional support. Their findings reveal that while 70%
of faculty are aware of IKS, only 65% express positive attitudes toward its integration. Challenges such
as lack of training [55%] and lack of resources [40%] hinder adoption. Their statistical analysis, including
chi-square tests and logistic regression, demonstrated that institutional support in the form of workshops
[60%] and curriculum guidelines [50%] is the strongest predictor of willingness to integrate IKS [Udupa
& Kumar, 2024].

This study is crucial because it empirically proves the research gap: faculty are willing but lack ready-to-
use, subject-specific frameworks. The present paper directly addresses this by providing a ready-to-teach
framework for Investment Analysis, thereby acting as a resource that Udupa and Kumar identified as
missing.[2024]

Recent UGC guidelines [University Grants Commission, 2022] and studies by Kumar et al. also support
the pedagogical effectiveness of teaching finance through IKS stories.[2023]

5. Kautilya's Investment Strategy

5.1 Kosh Vriddhi: The Principle of Wealth Maximization

Kautilya's central axiom is Kosh Moolo Dandah - the treasury is the root of power. He emphasizes Kosh

Vriddhi - continuous growth of treasury. He details a Koshadhyaksha [treasury officer] who must be expert

in calculation and honest. This mirrors the role of a modern CFO or Fund Manager. He also warns against

Apavyaya - wasteful expenditure - similar to the concept of controlling expense ratios in mutual

funds.[Kangle][1972]

5.2 Vividh Aya: The Principle of Diversification

In Book 11, Kautilya lists diverse sources of revenue: agriculture, animal husbandry, mining, forests, and

trade routes [Vanik Patha]. He explicitly advises not to keep wealth concentrated. If one source fails due

to famine, others will sustain the Kosh.[Rangarajan][1992]

This is the earliest articulation of diversification. Markowitz formalized diversification mathematically to

reduce unsystematic risk. Kautilya arrived at the same conclusion through empirical observation. For

classroom teaching, this can be explained as: if the Mauryan Empire depended only on agriculture, one

drought would collapse it; similarly, a portfolio with a single stock collapses on one bad result.[1952]

5.3 Desha-Kala-Patra Pariksha and Aapad Dharma: Risk Management Framework

Before any investment, Kautilya prescribes a three-point due diligence:

e Desha: Place and market condition - equivalent to Economic and Industry Analysis.

e Kala: Timing and business cycle - equivalent to Market Timing.

e Patra: Person and project quality - equivalent to Company Analysis and Management Quality
assessment.[Rangarajan][1992]

Furthermore, his concept of Aapad Dharma - duties during crisis - and Durga - fortified reserves -

represents risk management. He advises maintaining reserves in fortified places. In modern terms, this is

hedging and allocation to safe-haven assets like Gold and Government Securities during crises such as

COVID-19.

5.4 Ethical Wealth: Early ESG Investing

Kautilya condemns Adharma wealth - wealth earned through unethical means. He states such wealth is

unstable. This aligns with modern Environmental, Social, and Governance [ESG] investing and ethical

screening.
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6. Kautilya's Leadership Model

6.1 Saptanga Theory: An Organizational Framework

Saptanga theory defines seven interlinked limbs of a state. Mapped to a modern
corporation:[Kangle][1972]

Swami - CEO's vision Amatya - Top Management / Fund Managers Janapada [People and Market] -
Market and Client Base Durga - Risk Management System Kosha - Financial Resources / Portfolio Danda
- Corporate Governance and Compliance Mitra - Strategic Partners[Leader] [Ministers][Fort]
[Treasury][Discipline] [Allies] This is an early systems theory. [Boesche][2002]

6.2 Rajarshi and Indriya Jaya: Behavioural Finance Perspective

The ideal leader is a Rajarshi - a sage-king. To become a Rajarshi, one must achieve Indriya Jaya - victory
over six internal enemies: Kama, Krodha, Lobha, Mada, Moha, Harsha [desire, anger, greed, pride,
attachment, excessive joy].[Kangle][1972]

In behavioural finance terms, Lobha causes buying at peak in bull markets, while Bhaya [fear arising from
Krodha] causes panic selling in bear markets. Mada is overconfidence bias. Kautilya's solution - self-
discipline - is what Goleman calls Emotional Intelligence. His concept of Mantra Shakti [power of
counsel] advocates collective decision-making, similar to an Investment Committee to avoid individual
biases. [greed]

7. Comparative Framework and Implications

Kautilya in Concept Arthashastra Context Modern Investment Concept Kosh Vriddhi Growth of treasury
Wealth Maximization, Compounding Vividhaya Multiple income sources Portfolio Diversification, Asset
Allocation Desha-Kala-Patra Test of place, time, person Fundamental Analysis Aapad Dharma Crisis
management Risk Management, Stress Testing Durga Fortified reserves Hedging, Safe-Haven Assets
Indriya Jaya Control over senses Behavioural Finance, Emotional Intelligence Mantra Shakti Power of
counsel Investment Committee Pedagogical Implication: As Udupa and Kumar found, faculty lack
resources for IKS integration. This table provides a ready-to-use resource. Instead of starting with
Markowitz, a finance professor can start with Kautilya's diversification story, making the concept
culturally rooted and memorable, as supported by Kumar et al..[2024][2023]

8. Conclusion

Kautilya was India’s first investment strategist and leadership guru. His Arthashastra offers timeless
principles: grow wealth ethically, diversify, conduct Desha-Kala-Patra due diligence, maintain Durga for
crises, and control behavioural biases through Indriya Jaya. In an era of market volatility and governance
failures, his emphasis on fortified reserves and ethical leadership is highly relevant. By integrating
Kautilya into MBA curriculum, we not only fulfil NEP 2020 and address the resource gap identified by
Udupa and Kumar, but also build a truly Indian management model that is both profitable and sustainable.
[2024]
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