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ABSTRACT 

Indian economic thought has been shaped by social institutions, political 

transformations, and academic traditions over a long chronological process. From 

ancient thesis on governance and statecraft to current theories of development and 

welfare economics, Indian scholars have played a leading role in the international 

community on economics, including world class writings on development, the 

economy and sociology. Traditional writings like the Arthashastra attributed to 

Kautilya provide systematic understanding of taxation, trade regulation, public 

finance, and economic administration and contribute to initial economic ideas in India. 

During the colonial period, Indian economists started to realize the economic burden 

of British rule and the Drain Theory as a result of this study. M. G. Ranade and R. C. 

Dutt considered issues pertaining to industrialisation, economic nationalism and 

historical genesis of poverty in India in late 19th and early 20th century literature. 

Indian economists have played a pivotal role in development economics and publi c 

policy in the twentieth century. The writings of Dr. B. R. Ambedkar, P. C. 

Mahalanobis and Amartya Sen provided us significant theoretical and experimental 

advances in economics, both in economic planning and numerical methods, and, 

welfare economics and human development. Their theories influenced domestic policy 

making and international academic debates. My analysis seeks to uncover the 

developmental history of economic philosophy in India and point out influential  

contributions of key Indian economists. By comparing their theories, writings and 

policy inputs, the research explains how Indian economic thinking emerged as both a 

reaction to specific historical problems and as emerging from international economic 

conversations. 

Keywords: Indian Economic Thought, History of Economics in India, Economic 

Nationalism, Development Economics, Indian Economists. 

1. INTRODUCTION 

India’s economic thoughts represent a narrative shaped by the continuous interaction 

between philosophical ideas and political institutions spanning across centuries . 

Unlike the typical trends of most Western traditions, economics took on a unique 

structure after the 18th century in India. Economic ideas of India were based on 

ethics, administration and social philosophy. Ancient Indian texts such as the 

Arthashastra discuss management of resources, taxation, trade, agriculture and welfare 

on a national level that has to keep statecraft and social order in mind. In the 

Arthashastra, some political history is written around the fourth century BCE from 

Kautilya. Indian economic thought evolved throughout centuries in various stages till 

now but the colonial ones, the economic reforms, the Post-Independence days etc. 

When the colonial era dawned, Indian economists started going about the structural 

causes which led to the poverty and economic stagnation of society under British rule 

and led both to an understanding of these countries people’s conditions and the 
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existence of the ideas of Indian countries as just deserts. Their writings laid the 

ground for economic nationalism and economic nationalism influenced various 

countries that campaigned for independence. A century later, Indian economists 

played a crucial role in shaping economic planning and institutional frameworks, 

formulating development strategies for the nation, and contributing to the design of 

welfare policies that became predominant to India’s overall progress and its b roader 

development policy framework. In this paper we will take the historical and political 

development process of economic thought and analyze various influential figures that 

have helped to lead the development of India by considering the development of  this 

field and how they made different contributions through various instances of history. 

2. EARLY FOUNDATIONS OF ECONOMIC THOUGHT IN INDIA 

Earliest history of economics of India dates back from the Indus Valley civilisation 

when the means of trade were mainly agricultural crops and various types of arts. But, 

major economic activities started from the Mauryan era. Ownership of land became 

very important by this time. People started using land for agriculture to pay their tax to 

the ruler, mainly called bhaga or bali. One sixth part of the total produce was meant to 

be given as tax. Basically, the taxation system was well developed during this era. In 

ancient India, economic ideas are closely related with administration, ethics and public 

welfare. The Arthashastra is one of earliest economic texts of India written by 

Kautilya. Kautilya was one of the earliest economist of India Kautilya discussed 

taxation structures and market regulation, state control of natural resources and 

agricultural management as well as farming regulation. He argued that healthy 

countries should be economically prosperous because economic development was 

critical for political stability and social harmony. He proposed policy measures to 

increase crop productivity, curb prices, eradicate corruption and manage stable 

markets. There are a number of writings in the past such as the Arthashastra that also 

discussed the relationship between economics and human conduct which goes back to 

moral philosophy and social organization. So there they show how a basic conceptual 

basis for economic thinking in India had developed as it were based on ethical 

governance and social responsibility from an earliest time.  

3. ECONOMIC THOUGHT DURING THE COLONIAL PERIOD 

Colonial time in India marked the turning point for Indian Economic Philosophy, for 

the British colonial rule made massive economic reforms and the resulting social 

changes to such structures to have the impact on national interests like agriculture. 

Foreign influence brought that change of production, commerce and politics as all 

things were disrupted and people with no income were affected and many people in 

India went back down and lived economically on an island of poverty so much in the 

developing countries. The nation now needs to understand these and make sense of the 

problem in Indian perspective and with different kind of institutions and methods.  One 

of the most famous economists of this type was Dada Bhai Naoroji, regarded as a 

visionary in Indian economics with roots in economic critique. He introduced a 'Drain 

Theory' which was based on the theory that it was a system of systematic flow of 

money from India to Britain. The administrative expenditure collected from British 

officials, bad trade contracts favourable with British firms and British workers who 

were in India sent remittances. Naoroji said, was at the epicentre of taking on the 

economic impact of colonial exploitation and also gave rise to the early nationalist 

call for justice-and more so to the idea of economic justice of nations. One of India’s 

most key figures of the colonialist period was M.G. Ranade who had very strong ideas 
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for industrialization and financial modernization as key steps forward to escape from 

backward India’s economy. Ranade proposed to establish an indigenous production 

capacity and create modern mechanisms which could support India’s economic 

development, which will reduce dependency on colonial powers.  Likewise R.C. Dutt 

is influential in the study of India’s economic history in the years under Bri tish rule. 

He thought of the colonial policy that exacerbated agrarian suffering and brought 

about periodic famines. By providing historical evidence and data on India’s rural 

economy Dutt shed great light on how destructive colonial governance was and how 

reform was required to make life better for thousands of farmers. Together, Naoroji, 

Ranade, Dutt and other influential contemporary thinkers had laid the intellectual 

foundation for India’s economic nationalism and helped to encourage that in some 

form in later days of independence and growth. 

4. ECONOMIC IDEAS IN THE NATIONALIST MOVEMENT 

Economic thought played an indias fight for independence, giving rise to many 

nationalist leaders a major role in their plans and ideologies. Economic ideas were put 

forth by many major players of Indian Nationalism - in which not only sought to close 

off the chain of colonial rule but also advocate self-reliance, social justice, equal 

development for others in whatever society they represented and other people who 

wanted this freedom. Mahatma Gandhi was an advanced proponent of the 

decentralization of the Indian economy, and this was another leader to take off from 

these pioneers. Gandhi insisted there had to be a push for village industries and strong 

local self-reliance which he believed the economic strength of India lay in supporting 

its rural generation to be self-sufficient. If rapid industrialization went beyond social 

justice, he feared that it would exacerbate inequality and abuse, further impoverishing 

the poor and marginalized. Dr. B. R. Ambedkar believed that land was an important 

resource and if concentrated on few hands, could lead to injustice and poverty. Dr. B. 

R. Ambedkar, alternatively, represented a substitute economic model: according to 

him, change was only effective through interference of the state. Ambedkar’s 

proposals emphasized equitable land reforms to redistribute agricultural resources, 

encouraged industrial development to expand opportunities for productive 

employment, and advocated strongly for the protection and rights of the labour force . 

Although Gandhi and Ambedkar adopted different approaches, their ideas, along with 

those of others, were deeply involved in numerous debates on India’s economic 

future.These debates were united by a shared goal to make Indian society better and 

develop a fair and prosperous nation liberated from colonial rule.  

5. POST-INDEPENDENCE ECONOMIC THOUGHT AND PLANNING 

After achieving independence in 1947, India was tasked with the overwhelming 

challenge of building an economic system that would not only accelerate growth, but 

also fight to end widespread poverty. This essential predicament demanded proper 

planning and was approached by economists whose work dominated the country on 

national economic policies in the early years of independence. Among these was P. C. 

Mahalanobis, a prominent architect of India’s economic strategy. He created an 

advanced mathematical framework of economic planning, that is, the basis of India’s 

Five-Year Plans. The Mahalanobis model emphasized the construction of heavy 

industries namely steel machinery and manufacturing that are considered crucial for a 

long term growth path and self-sufficiency for the economy. As during that time the 

main focus was self-reliance, an economy free from foreign interference. But there 

was one major problem, India had limited financial resources.  India then had a mixed 
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economy model incorporating socialist elements, where the state became most 

important in directing the economic development process. The government actively 

promoted infrastructure projects, planned industrial policies, and developed the public 

sector to support major industries. This forward planning approach resulted in 

significant progress in industrialization, infrastructure development, and general 

economic modernization, though it encountered some difficulties. Critics pointed out 

some negative effects. Due to lack of financial resources and longer gestat ion period 

of heavy industries faced some instabilities. India’s balance of payment situation went 

downhill and debt piled up on India’s economy. Other factors factor like lack of 

competition from foreign goods, held the industries behind. Still, their efforts laid a 

significant cornerstone for India’s ongoing economic transformation.  

6. MODERN CONTRIBUTIONS OF INDIAN ECONOMISTS 

Indian economists in the late twentieth and the present century continue to play an 

active and important role in shaping global economic thought and contribute 

significantly to the development of the global economy. Amartya Sen, among others, 

has contributed massively to welfare economics and development theory of the world. 

Amartya Sen argues that the capability approach focuses on expanding human 

freedoms and opportunities rather than just income growth. His research has been 

important in shaping the Human Development Index (HDI), which brought issues like 

poverty, inequality, and social justice to the center of public discussion.  Other 

contemporary economists have also contributed to areas such as government policy, 

public policy, globalization, and economic reforms.  

7. SIGNIFICANCE OF INDIAN ECONOMIC THOUGHT 

The evolution of economic thought in India demonstrates the dynamic relationship 

between logical investigation and historical circumstances. Indian economists have 

taken on issues such as poverty, inequality, industrial development and social welfare 

in a form that reflects the particular context of the challenges facing Indian society. At 

the same time, many of their ideas have also influenced global debates on 

development economics, welfare policies and economic planning. Indian economic 

thought therefore constitutes an important part of the wider history of economic ideas.  

8. CONCLUSION 

The economic thought which has developed in India is a story of centuries of thought; 

from ancient philosophical writings, colonial critiques, contemporary nationalist 

debates to modern research has never stopped going back several centuries. From 

Arthashastra based economic ideas there is an economic view that grew in India and it 

grew through social justice and social responsibility. Early, Indian economists 

Dadabhai Naoroji and R. C. Dutt studied the political effects of colonial rule as well 

as in some part of the 20th century economists Dr. B. R. Ambedkar and P. C. 

Mahalanobis in India who helped to develop the world. Amartya Sen now focused on 

human development, social justice and individual capabilities and also on the 

economic theory of development. All of these evidences show that Indian economists 

not only address international economic problems but they have also contributed to 

international economic thought. An understanding of how the economic debate 

develops in India will lay the groundwork for some understanding of how those ideas 

and culture are connected through history. It is proof that the diversity of our minds 

really drives economic theory and policy and of this we should know that India has 
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played a fundamental role in the global economic history - as in all nations, but also 

we must. 
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