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Accounting and Arthashastra

About 2,400 years ago,
the Prime Minister of the
Maurya Empire
composed Arthashastra,
literally, the ‘Manual of
Means”. Among other
things concerned with
administering the state, a section of the
manual discusses state accounting also.
Surprisingly, some of the concepts are
very close to modern notions of account-
ing.

This has been discussed in some detalil
by Shri Choudhury? and Shri Bhat-
tacharyya®. Reviewing Shri  Bhat-
tacharyya’s book, Mr. Mattessich* com-
ments: “...the Arthashastra is the very
first treatise on accounting, as far as
present historical documentation goes...
Arthashastra [is] a treatise dealing with

! resources

% Choudhury, N. (1982) ‘Aspects of account-
ing and internal control, — India 4" century B
C.,” Accounting and Business Research, 46
(spring): 105-10

® Bhattacharyya, A. K. (1988) Modern Ac-
counting Concepts in Kautilya’s Arthashas-
tra, Calcutta: Firma KLM Private

* Richard Mattessich, “Review and extension
of Bhattacharyya’s Modern Accounting Con-
cepts in Kautilya’s Arthashastra”, The Begin-
nings of Accounting and Accounting
Thought, 2000, p.144-145, ISBN 0-8153-
3445-1. Also published in Accounting, Busi-
ness and Financial History, Volume 8, Num-
ber 2, 1998. Routledge

theoretical accounting aspects and [fore-
shadows] concepts that were systemati-
cally dealt with [only in] the twentieth
century. [There is] reason enough to put
[Acharya] Kautilya’s Arthashastra beside
[Br.] Pacioli’'s Summa, and revere both of
them as the most crucial landmarks in
the early history of [accounting] disci-
pline.”

While agreeing with Shri Bhattacharyya’s
overall thesis, Mr. Mattessich has also
pointed out important shortcomings in
the analysis. He has also lamented the
fact that neither Shri Shamasastry nor
Shri Kangle® had any accounting train-
ing, and thus their translations may not
be very reliable for accounting research.

A new translation of Acharya Kautilya’'s
Arthashastra by Shri Rangarajan, pro-
vides more systematic treatment and
has devoted a separate chapter to
‘Budget, Accounts and Audit®. Rangara-
jan has also attempted a reconstruction’
of the form of accounts® specified by
Acharya Kautilya. These appear to be
very similar to some of the modern ac-

® Shri R. Shamasastry discovered the text
and translated it first in 1915. However, Shri
R. P. Kangle’s 1965 translation forms the
basis for most of the later commentaries.

6 Rangarajan, L. N. ed. ‘Kautilya — The Ar-
thashastra’, 1992, Penguin Books India (P)
Ltd.

" In all probability, accounting records in
Chanakya’s times did not look like this. But
then you can be also sure that real dinosaurs
did not look like any thing shown in Jurassic
Park!

® Ibid, p.277. References are to paragraph
numbers in Shri R. P. Kangle’s three-volume
translation of Arthashstra. ISBN 81-208-
0040-0
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counting records.

FORM OF ACCOUNTS
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Accounting concepts in Ma-

habharat

The accounting trail does not stop with
Arthashastra. We see references to it in
Indian history as contained in Ramayan'?
and Mahabharat.

The Adi Parv'® of Mahabharat is particu-
larly interesting and contains a clear il-
lustration of the concept of ‘nominal pric-
: 14

ing

This is found in a dialogue' between
King
Vasuman
and King
Yayati.
Yayati re-
fuses to
accept a
donation
of  good
deeds
from Ash-
tak  and
then again
from King

12 See, for instance, Shri Ram’s reference to
the State’s income and expenditure during a
discussion with Shri Bharat (STEed [ge:
FHi%d, HEEeIq =99: 1). Ayodhya Kand — Ch.
100 (111.100.54), p.431, Shrimad Valmikeeya
Ramayan — Part 1, Geeta Press, Gorakhpur.
23rd edition, Vikram Samvat 2058 (2001 CE)

'3 Mahabharat war is currently estimated to
have occurred around 1400 BCE. Adi Parv
relates to period much before that.

" Concluding a transaction for a nominal
book price. For example, land occupied by
Pragati Maidan was sold to Trade Fair Au-
thority of India for one Rupee, when its mar-
ket value was in crores.

" agEgE: AR T,
TicEEEd alg e Sgse: || agTiaear: 7 e
ol 3 T ge TG REgEeseRAE: | -
(LVI1.93.3-4) Page 280. Ibid

Pratardan.

At this King Vasuman says: ‘O King. |
give all my worlds to you. If you are hesi-
tating to take these as a donation, then
you can buy these for a handful of
grass.’

King Yayati responds: ‘This sale-
purchase is a complete fiction. | have
never entered into such transactions.
Why should | do this, when no true per-
son does it?’

Mahabharat also contains the entertain-
ing story'® of the sage Agastya who
needs to buy some furniture and orna-
ments to fulfill his wife’s (Lopamudra)
wishes.

He goes to three kings to ask for money.
All three place before him the details of
the kingdom’s Income and Expenditure.
As the accounts show no surplus, the
sage decides not to take any money
from them. He is then taken to llwal, a
daitya’” who tries to kill him by deceit,
but does not succeed. He then gives
20,000 cows and the same number of
gold coins to the sage, along with a
golden chariot.

The story appears to support the view
that state accounting was a highly de-
veloped craft in ancient India, and kings
commonly prepared Income and Expen-
diture Accounts to guide their spending.

'® Van Parv - Teerthyatra Parv (lIl.VII.97-
99), pp.1231-1236, Mahabharat, Geeta
Press, Gorakhpur. 11th edition, Vikram
Samvat 2058 (2001 CE)

' Daityas are popularly viewed as a form of

demons. Actually, they are first cousins of
devas.
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Token accounting in Arabia

Can we stop with
Mahabharat?  No.

Accounting
historians take us
back further to

Mesopotamia (pre-
sent day Iraq™). In
Mesopotamia, archaeologists have dis-
covered proto-cuneiform tablets contain-
ing distribution records of barley. On
these tablets, debit entries appear on
one side and the credit totals appear on
the other side.

This type of accounting appears to be a
successor to something called token ac-
counting, which evolved in the Middle-
East from 8000 BCE to 3000 BCE. To-
ken accounting used clay pouches
(called bulla) to seal tokens, such as
pebbles. Each token represented actual
objects. For example, a pebble may
mean ten goats or sheep. To record 50
goats, five tokens were placed inside the
pouch, which was then closed and
baked. To find out the number of goats
in stock, you had to break open the

'® Arabian Nights (~1000 CE) contain stories
supporting the view that Baghdad had a
highly developed trading and exchange sys-
tem, which would have required meticulous
accounting. See for instance, ‘The Tale of
the Christian Broker’, p. 184, vol. 1, The
Book of the Thousand Nights and One Night,
Routledge, New York, 1986.

pouch’®.

Later on, the accountants started making
impressions of the pebbles (tokens) out-
side the pouch as well, before baking it.
The main benefit of this was that you did
not have to break the pouch to check the
accounts! This double representation (a
pebble inside, and an impression out-
side) is currently believed to be the earli-
est known attempt at double-entry book-
keeping!

About AccountAid: AccountAid is a private con-
sulting firm based in New Delhi. It works on ac-
counting and regulatory issues concerning NGOs.
For this purpose, it conducts research, work-
shops, and publishes reference material relevant
for NGOs and grant-makers. It also provides ad-
vice to donor agencies on grant management
systems.

What is AccountAble: Each issue of 'Account-
Able' covers a different topic related to NGO regu-
lation or accounting and is mailed to about 2,700
persons in NGOs, Agencies and audit firms. Ac-
countAid encourages reproduction or re-
distribution of ‘AccountAble’ in workshops or NGO
newsletters for non-commercial use, provided the
source is acknowledged.

AccountAble on the Web: All the past issues of
‘AccountAble’ are available on our web-site
www.accountaid.net.

Comments: Your comments and suggestions can
be sent to AccountAid India, 55-A, Pocket C,
Siddharth Extension, New Delhi-110 014, India;
Phone: +91-11-2634 3128, 2634 6111; Fax: +91-
11-2634 3852; e-mail: accountaid@vsnl.com.
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¥ Richard Mattessich, “Prehistoric Account-
ing and the Problem of Representation: On
Recent Archeological Evidence of the Mid-
dle-East from 8000 B.C. to 3000 B.C.” The
Beginnings of Accounting and Accounting
Thought, 2000, p.71-91, ISBN 0-8153-3445-
1. Also published in The Accounting Histori-
ans Journal, Volume 14, Number 2, Fall
1987
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