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"HUMAH LOGIC" AND KEYRES'S ECONCHICS

E.G. Winslow®

In his review of Frank Ramsev's Foundatioms of Hathematics, Keynes
peints approvingly to Ramsev's distinction between formal and “human”
laogic. "Formal Logic," Keynes writes, "is concerned with nothing but the
rules of copgistent thought {X 338)."1 Human logic, on the other hand, is
concerned with the analysis of something in addition to these rules--with
the analysis of "certain" useful mental habits for handling the material
with which we are supplied by our perceptions and by our smemory and perhaps
in other ways, and so arriving at or towards truth (Thid.}." Keynes
appears to use the term "mental habits" to¢ refer, among other things, to
what 1 shall call metaphvsical premises. This paper examines the possibi-
lity that Keynes's own use of human logic led to the adoption of metaphysi-
cal premises very different from those underpinning orthodox economics, in
particular, that it led to his rejection of an "atomist" in favour of an
"organicist" metaphysical description. I shall argue that this was an
important aspect of the “"escape from habitual modes of thought and
expression” associated with the composition of the Gemeral Theory .

The paper has two parts. The first provides a brief summary of the
main philesophical ideas used ir the rest of the paper and then examines
the metaphysical foundations of Keynes's econoemics, particularly those of
the General Theory. The second attempts to establish that this interpreta-
tion of the philosophical foundations of Keynes's economics is consistent
with the changes in his philoscphical views reported in his expliecit
discussions of metaphysical questions following the publication of the
Treatise on Probability in 1921,

THE METAPHYSICAL FOUNDATIONS OF THE GENERAL THECRY

I will use the term "metaphysical description” to mean a set of inter-
connected assumptions about the ultimate character of reality. The ela-
boration and grounding of such assumptions is the task of what Alfred North
Whitehead, an exponent of organicism with direet connections teo Keynes,
calls speculative philosophy. Whitehead defines speculative philosophy as
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“the endeavor to frame a coherent, logical, necessary system of ideas in
terms of which every element of our experience can be interpreted

(Whitehead 1978, p.3).2

Two metaphysical descriptions, atomism and organiciﬁm: arg relgvant to
a discussion of Keynes's metaphysical views. The tradition in phllosophy
with which Keynes's own views are usually assoc;ated embodies gtomlst
metaphysical premises. The most important Cambridge representatives of
this tradition from the perspective of direct influence on Keynes are G.E.
Moore, Bertrand Russell, and W.E. Johnson (VIII 1). Keynes: however, al?o
had access at Cambridge to organicist views. To begin with, Marshall's
economics, as Keynes himself points out {Keynes 1925,.pp. 10T11, 13, and
33-34), was significantly influenced by such views, views which Marsha%l
derived in part from his study of Hegel (Winslow %985, Chap. 2 and Appepdlx
B}. Keynes was also connected to the two most important early twentleth
century Cambridge exponents of organicism, J. McTaggart and A:N.EWhltehead.
There is a set of lecture notes among the Keynes Papers at King's tﬁken hy
Keynes in what appear to have been McTaggart's lectures on Hegel in 1903
{Keynes, 1903). Keynes is known to have recommended McTaggart's lectures
to his friends {Harrod 1951, p. 61). In 1904 Keynes was the only student
to attend a set of lectures given by Whitehead {(Harrod 1951, pp. 96T97).
Harrod says that Whitehead once mentioned Keynes and Russel% to him as
among his best pupils (Harrod 1951, p. 97). McTaggart and Whitehead were
also fellow members with Keynes of the Apostles.

Whitehead once said of Cambridge that "incessant conversations, With
our friends, undergraduates, or members of the staff"” supplied the portions
of the education left missing by the lectures (Whitehead, 1984, p. }0). He
attributes a great deal of importance to these conversations,.partlcularly
to those which took place at meetings of the Apostles (Ibld.).. Jamgs
Strachey, who became a member after Keynes, claims that, durlpg his
undergraduate period of membership, "Angels” such as Keynes an§ Whltehgad
were often present at the socliety's meetings, that philosophical top?cs
were often discussed, and that "internal relations” was one of these topics
(Strachey, as cited in Holroyd 1968, vol., 1, p. 207).

Whitehead played an important role in Keynes's fellowship researcb. He
and W.E. Johnson were appeinted by King's as assessors of Keynes's disser-—
tation when it was first submitted in 1908. In part at lgastlbecause'of
Whitehead's criticisms of its philosophical foundations, this first version
failed to win Keynes's election. Johnsen and Whitehead were also assgssots
of the second version, submitted the following year, which won him his
fellowship. Whitehead's response to Keynes's fellowship research and to
his 1921 Treatise onm Probability will be examined more fully below.

i1 turn now to a brief examination of the main philosophical.ideas 1
4intend to make use of in the rest of the paper. Because of Whlteheéd's
connection to Keynes and the close correspondence between Keyneg’s final
views and Whitehead's, the discussion is based largely on Whitehead's
"philosophy of organism" .

The main difference between atomism and organicisnm is.fqund in‘their
differing conceptions of the nature of the final real entities making up
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the universe. Atomist descriptions conceive these as "substances" in the
following two senses: each possesses properties without being itself a pro-
perty:; and each requires nothing but itself in order to exist; its essen—
tial properties are independent of its relations with all other entities.
This is what is meant by terming such relations "external”. In some ver-
sions of atomism, atoms are assumed to be of two fundamental kinds—-mental
and material. HKeynes refers to this assumption as "habitual" (VIII 278)}.
In others they are assumed to be of only one kind--material. However, all
atomist descriptions share one essential feature; the ultimate components
of reality are assumed to be elements whose existence and essence are inde-
pendent of their relations with all other entities. They are assumed to be
"substances" in the two senses given above.

Organicist descriptions, on the othér hand, do not conceive the final
real entities as substantial in either of these senses. Instead, each
entity is an "adjective” of its situvation, and each depends for its essen-
tial properties on its relations with the rest of totality. These rela-
tions are therefore ‘"internal" rather than external. In atomism
interdependence affects only the non-essential properties of ultimate enti-
ties; in organicism, in contrast, the existence and essence of an ultimate
entity depend upon its relations with other entities.

In what Keynes calls the moral sciences, atomism takes the form pri-
marily of the assumption that individual character and motivation are fixed
and consequently independent of economic, social and other relations; orga-
nicism of the assumption that they are variable and dependent on these
relations. Though there are economic theories which treat character as
variable while retaining atomist metaphysical foundations, in the main ato-
mism has been associated with the assumption of a fixed human nature., In
orthodox economics, for example, atomissm is embodied in the premises which
define the "rational economic man": In contrast, Keynes's psychological
premises, as I shall attempt to show, embody organicist assumptions.

Internal relations can he conceived to allow for the possibility of
what Whitehead calls "abstraction”. This is the possibility of disregard-
ing--abstracting from--certain aspects of interdependence. The possibility
results in part from the assumption that the internal relations within
which a particular entity is embedded form what Whitehead calls a nested
hierarchy of societies {Whitehead 1978, p. 34 and pp. 89-91). A "society"
in this context refers to a set of entities in which each member has the
common character which makes it a member of the set as a result of its
internal relations to other members. An entity belongs to more than one
society. These societies are assumed to form a nested hierarchy in the
sense that the more inclusive the society, the more stable the internal
relations which define the society and, therefore, the more stable the

characteristics to which these relations give rise. This means that some
factors can be treated as what Keynes calls "givens" because the internal
relations on which they depend are relatively stable. In the absence of

the possibility of abstraction, internal relations would rule out the
possibility of knowledge since they would reguire that we know everything
before we can know anything.

For Whitehead, the grounding and elaboration of the claims that (1)
reality is a system of internal relations and (2) these internal relations
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are consistent with the possibility of abstraction, form t?e main part.of
his answer to Keynes's dismissal of the possibility of ra?lonal induction
in an organic world. If these claims can be gropnded it fo}lows that
internal interdependence is such that we can begin with sgme limited aspect
of reality and slowly build up knowledge of a hierarchical structure of

interdependence.

Once it is granted that alternative metaphysical @escriptions are logi-
cally possible, the question arises as to how to rat}onaily choose between
them. Whitehead provides & basis for Keynes's claim that the method.of
speculative metaphysics must be "human" rather thqn _formal log}c.
Deduction cannct be the main metheod of metaphysical descrlptlgn. Deduction
presumes knowledge, namely, knowledge of the premises from which the deduc-
tive argument begins. Whitehead makes this point repeatedly.

It must be clearly understood that we are not arguing from wel}k
defined premises. Philosophy is the search for premises. It'lS
not deduction. ... We thus dismiss deductive logic as g major
instrument for metaphysical discussion. Such discussion is con-
cerned with eliciting self-evidence. Apart from such s?lf—
evidence, deduction fails. Thus logic presupposes metaphysics.
(Whitehead 1968, pp. 105-7; see also pp. 48-92)

Whitehead also repeatedly argues that metaphysical descriptiogs_can be
grounded in experience. "All knowledge is derived from_aqd'verlfled by,
direct intuitive observation. T accept this axiom of empiricism as stated
in this general form (Whitehead 1967B, p. 177; see_a}sp {9?8, p. ?9 and
1968, p. 112)." He also claims, however, that "empiricism” is not itself
sufficiently empirical. He complains that the exponents gf a paﬁFicular
and ungrounded ontology, the "a priori doctrine of senﬁatlonallsm , have
"arrogated to themselves the title of empiricisﬁs (Whltepead, 1978, bp.
145)." Sensationalism embodies atomic metaphy51ca} p?emlses. Kgynes,
having uncritically adopted a version of sensationalism 1n.the T?eatlse'gg
Probability, came eventually to reject it on grounds very like Whitehead's.

As we shall see, in the Treatise on Probability, Keynesi while
admitting that be is unable to provide adeqguate groungs for doing sq,
argues for the adoption of atomist metaphysical premises in both the phys;—
cal and the moral sciences primarily on the groun@ that only atomism is
compatible with the possibility of rational induction. As wg §hall also
see, however, he eventually rejected atomism in favou? of organlclgmlas the
metaphysical description appropriate for the moral.splenpes: Specifically,
one of the main grounds he gives for rejecting utllltarlanlsy as the foun—
dation for economics is its embodiment of atomist metaphysical premises.
In economics, the "atomic hypothesis" breaks down because

we are faced at every fturn with the problems of Organic Unity, of
Discreteness, of Piscontinuity--the whole is not equal to the sum
of the parts, comparisons of quantity fail us, small changes pro-
duce large effects, the assumptions of a uniform and homogeneous
continuum are not satisfied. (X 262)

417

As T shall now attempt to demonstrate, this rejection of the atomic
hypothesis led Keynes to underpin his economics with an organicist view of
interdependence.

In Chapter 18 of the General Theory Keynes provides an account of the
nature of social interdependence and of its implications for the treatment
of psychological premises. This account is consistent not only with the
assumption that social relations are internal relations so that individual
character and motivation are conditioned by the circumstances within which
individuals develop and live, but also with Whitehead's notion of such
relations as forming a nested hierarchy of societies such that the higher
in this hierarchy is the society on which a particular characteristic
depends the greater will be the characteristic’s stability. As I pointed
out above, this last notion is an important part of Whitehead's answer to
Keynes's claim in the Treatise on Probability that internal relations place
us under the necessity of knowing everything at once and therefore rule out
the possibility of rational induction.

Keynes divides the elements in the economic system into "givens", on
the one hand, and "independent” and "dependent" variables on the other.
The "givens” are those things for which the possibility of change is
ignored. Keynes emphasizes, however, that they are not constants; they are

those features of the environment which display the greatest stability.

We take as given the existing skill and quantity of available
labour, the existing quality and quantity of available equipment,
the existing technigue, the degree of competition, the tastes and
habits of the consumer, the disutility of different intensities of
labour and of the activities of supervision and organisation, as
well of the social structure including the forces, other than our
variables set forth below, which determine the distribution of
income. This does not mean that we assume these factors to be
constant; but merely that, in this blace and context, we are not
considering or taking into account the effects and conseguences of
changes in them. (VII 245)

The independent variables are independent of the other independent and
dependent variables. They are, dependent on, though not completely deter-
mined by, the givens. The most important independent variable is made up
of the "three fundamental psychological factors, namely, the psychological
propensity to consume, the psychological attitude to liquidity and the
psychological expectation of Ffuture yvield from capital-assets {(VII
246-247)." Keynes's discussion of these factors in relation to business
motivation portrays them as expressions of a character type-~the typical
business persconality. This personality is the outcome of a specific set of
social relations that are relatively stable; they are givens in Kevynes's
sense. Hence, the factors can be treated as independent variables. As we
shall see, however, this does not rule out a great deal of variation in
business wmotivation. Keynes's psycholegical premises allow for discon-
tinuous changes in the motivation and rationality of individuals with no
change in character type, that is to say, with no change in those psycholo-
kical characteristics which, given the nature of social interdependence,
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can be treated as givens. Such discontinwous changes are in fact an
expression of the given character type. Keynes claims that the independent
variables, like the givens, are not "atomic" elements. "These again would
be capable of further analysis, and are not, so to speak, ocur ultimate ato-
mic independent elements (VI 247)." The givens and the independent
variables, taken together, determine the dependent wvariables--"the wvolume
of employment and the national income (or national dividend} measured in
wage-units (VII 247)." As we shall see, Keynes repeats the main elements
of this account of the nature of social interdependence and its implica-
tions for methodology in his 1938 correspondence with Harrod respecting
Tinbergen's early work in econometrics.

The main implication of oarganic interdependence is that the "material”
of economics--the character of the human agents upon whom economic forces

act--will not be constant and homogeneous through time, but will change

with changes in the enviromment, Whitehead himself emphasizes this impli-
cation in criticizing conventional economic and business theories for their
failure to take account of organic interdependence. In treating economic
motives as constant these theories overlook both the internal relations of
the motives to "conditions" and the rapidity of change in the conditions
and, hence, in the motives. Whitehead claims that "our sociological
theories, our political philosophy, our practical maxims of business, our
political economy, and our doctrines of education" are based on a tradition
in thought which "is warped by the vicious assumption that each generation
will substantially live amid the conditions governing the lives of its
fathers and will transmit those conditions to mould with egual force the
lives of its children (Whitehead 1967B, p. 92)." "We are living," he then
goes on to claim, "in the first period of human history for which this
assumption is false (Ibid.}." Yet "this assumption subtly pervades the
premises of political economy, and has permitted it to confine attention to
a simplified edition of human nature (Ibid., p. 93)." Unfortunately for
this approach "the element of novelty which life affords is too prominent
to be omitted from our calculations. A deeper knowledge of the varieties
of human nature is reguired to determine the reaction, in its character and
strength, to those elements of novelty which each decade of years introdu-
ces into social life (Ibid.)."

Alfred Marshall also pointed to this implication of organic interdepen—
dence for economics. "If the subject-matter of a science passes through
different stages of development, the laws which apply to one stage will
seldom apply without modification to others; the laws of the science must
have a development corresponding to that of the things of which they treat
{Marshall 1981, vol. I, p. 764)."

Keynes's treatment of character and motivation therefore provides an
excellent illustration of the role played by organicist metaphysical premi-
ses in his economics. Keynes treats character as variahle in response to
variations in the circumstances in which individuals develop and live.
Moreover, even where character is "given", the nature and operation of the
motives behind economic behaviour can change discontimuously in response to
changes in circumstances other than those upon which character depends.
Keynes's account of each of "the three fundamental psychological factors”
is organicist in this sense.
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In the General Theory, he says of the "subjective factors" underpinning
the "psychological propensity to consume" that

the subjective factors ... include those psychological charac-
teristics of human nature and those social practices and instituo-
tionds which, though not unalterable, are unlikely to undergo a
material change over a short period of time except in abnormal or
revolutionary circumstances. In an historical inquiry or in com-
paring one social system with another of a differen type, it is
necessary to take account of the manner in which changes in the
subjective factors may affect the propensity to consume. But, in
general, we shall in what follows take the subjective factors as
given; and we shall assume that the propensity to consume depends
onlg on changes in the objective factors. (VII 91; see also VII
109

Note that this assumes the possibility of the sort of "abstraction" from
internal relations made possible by Whitehead's notion of a nested
hierarchy of societies. Keynes intends te treat the "main background of
subjective motives" as "given".

Keynes also assumes that the motivation behind consumption is capabie
of discontinuous short-run changes. An example of this is the influence on
consumption of an irrational feeling which he calls "psychological"” poverty
(VI 176-7; VII 93)}. This is a psychological state brought on by a collapse
in the paper values of bonds and shares. Keynes claims it "should be
classified amongst the major factors capable of causing short-period
changes in the propensity to consume (VII 83)."

Another example of the employment of organicist premises is found in
Keynes's discussion of historical, national and class differences in atti-
tudes toward gold and money. He says that "the conception of what contri-
butes to " liquidity is a partly vague one, changing from time to time and
depending on social practices and institutions (VII 240)." 1In illustration
of this, he claims that at one time the high liquidity premivm now
attaching to money was attached to land (VII 241). A similar claim about
attitudes to gold and money is made in the Treatise on Money . Keynes
points first to a stable element in attitudes toward gold.

Dr. Freud relates that there are peculiar reasons deep in our sub-
consciousness why gold in particular should satisfy strong
instincts and serve as a symbol. The magical properties, with
which Egyptian priest craft anciently imbued the metal, it has
never altogether lost. (VI 258)

Over time, however,
gold has ceased to be a coin, a hoard, a tangible claim to wealth,
of which the wvalue cannot slip away so long as the hand of the
individual clutches the material stuff. It has become a much more

abstract thing. (VI 280)

Attitudes also differ between countries.
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The history of India at all times has providgd an example of a
country impoverished by a preference for liquidltg ampuntlng to so
strong a passion that even an enormous and chronic influx eof the
precious metals has been insufficient to bring down the rate of
interest to a level which was compatible with the growth of real

wealth. (VII 337)

A third example of Keynes's organicist treatment of character and moti-
vation is provided by the well-known discussion in Keynests'1937 Quarterly
Journal of Economies article of short-run changes in liquidity-preference.
This alsc provides another illustration of the point made a?ove that short-
run changes in motivation are possible even though it is assumed that

character remains stable. Keynes claims that a particula? gFeling about
money, which operates at a "deeper level of our motivation than‘Pthei
attitudes, "takes charge" when these other attitudes break down. why,

Keynes asks, "should anyone outside a lunatic asylum wish to use money as 4
store of wealth?”

Because, partly on reasonable and partly on instinctive grounds,
our desire to hold money as a store of wealth is a baromete? of
the degree of our distrust of our own calculations and conventloqs
concerning the future. Even though this feeling about money is
jtself conventional or imstinctive, it operates, so to speak, at a
deeper level of our motivation. It takes charge at the moments
when the higher, more precarious conventions have weakened. ?he
possession of actual money Iulls our disquietude; and the premium
we require to make us part with money is a measure of the degree

of our disquietude. (XIV 115-6)

This passage alsoc points to Keynes's assumption that disqontinuous shqrt_
run changes in "the psychological expectation of future.yzeld from capital
assets"” are possible. Business expectations are "subject teo suddep qnd
violent changes (XIV 114-5}." HNote that Keynes claims that_the association
between the desire to hold money and distrust of calculations gnd gonvgn—
tions concerning the future is based on both ratiomal and jnstinctive

grounds.

This consistency with organicist rather than atomist metaphysical Qref
mises is not the only significant difference between Keyngg'é psychological
assumptions and orthodox ones. Keynes attributes a 31gn{flcaqt degree qf
systematic irrationality to economic behaviour. R.B. Bralthwglte has sa}d
of "My Early Beliefs" that "the genuine volte-face reportedlln the mem01E
is the abandoment of the belief that ~ human nature {s rea§onaﬁle
{Braithwaite 1875, p. 245). In the memoir Keynes claims this belief "was

flimsily based ... en an 4 priori view of what human nature is like, both
other people's and our own, which was disastrously mistaken.” {? par—
ticular, it ignored the “deeper and blinder passions”, the vulgar

passions” (X 449-450). Rejecting this early helief, he now claims"there
are "insane and irrational springs of wickedness in most @en (X.447). T?e
most significant impact of this change in his psychological views on his
nomics is found in his claim that it is the love of money, of money-

eco . r
sumption, which is the ultimate motiva-

making and of power, rather than con
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tion behind business behaviour (IX 293 and VII 374). Kevnes makes it very
clear that, in his view, this complex of money motives is pathological (IX
268-2 and 322). I have attempted to show elsewhere that all these charac-
teristics of Keynes's psychological premises—-their consistency with an
organicist metaphysics, their attribution of a significant degree of irra-
tionality to thought and behaviour, and their emphasis on the role of a
pathological love of money, money-making and power in business motivation--
are consistent with a particular psychological theory--psychoanalysis
(Winslow 1985, Part II).

Keynes's organicist treatment of character and motivation is only one
example of the important effects of organicist metaphysical premises on his
economics. I believe it can be shown, for example, that organicism also
underpins his treatment of business expectations (as might be expected
given the implications of organicism for rational induction) and his criti-
cal treatment of the role of mathematical and statistical methods in econo-
mics {see Winslow 1985, Chap. 5).

This implicit use of organicist premises in the General Theory is con-
sistent with the change in Keynes's metaphysical views recorded in his
explicit discussions of philosophical questions following the publication
of the Treatise on Probability in 1321. In these discussions Keynes expli—
citly abandons atomism in favour of organicism as the metaphysical descrip-
tion appropriate in the moral sciences generally and in economics
particularly.

THE EVOLUTION OF KEYNES'S METAPHYSICAL VIEWS

Keynes examined organicism and atomism in the Treatise om Probability
in the context of attempting to establish the assumptions about “the
character of the actual world" which are required for the validity of
induction and analogy (VIII 276-278). One of the assumptions which Keynes
claims is reguired is what he calls "the atomic character of natural law."
He claims that, for natural law to have this character, "the system of the
material universe must consist ... of bodies which we may term ... legal
atoms, such that each of them exercises its own separate, independent, and
invariable effect, a change in the total state being compounded of a number
of separate changes each of which is solely due to a separate portion of
the preceding state. Fach atom can, according te this theory, be
treated as a separate cause and does not enter into different organic com-
binations in each of which it is regulated by different Ilaws (VIII
2796-277)}." Keynes also c¢laims that we "habitually assume that the size of
the atomic unit is for mental events an individual consciousness, and for
material events an object small in relation to our perceptions (VIII 277;
see also 468)."

Natural law need not he atomic, however. If there were "quite dif-
ferent laws for wholes of different degrees of complexity, and laws of con-
nection between complexes which could not be stated in terms of laws
connecting individual parts,” then "natural law would be organic and not,
as it is generally supposed, atomic (VIII 277)." Keynes claims that, if
this were the character of the actual world, rational induction would be
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impossible because it would require, as he puts it, "an exhaustivi
knowledge of all the coexisting circumstances (VIII 277; see.also.342—3);

As I have already pointed out, one of the main elements in Whitehead's
defence of the organic view of natural law is an attempt to demonstrate

that this is not the case.

The Treatise also contains a discussion of the Validitg of. étomism
(VITI 290-4). Though this is not explicitly discussed, it }s 1mp11c1t1¥ ft
issue in Keynes's discussion of what he calls "the inductive.hypoth351s .
This is the assumption "that the system of nature is f?nlte“——an?ther
assumption whose validity he makes necessary to the possibility ?f ratlona{
induction. This hypothesis, he claims, "while not formally equivalent tg
the atomic hypothesis, “"amounts to very much the same thing {(VIII 290{ .
Keynes admits to being unable to provide adequate grounds for t?e bel}ef
that there is "a finite 4 priori probability in favour of the 1ndu?t1ve
hypothesis.” In particular, he claims that it is "neither a felf-ev1dent
logical axiom nor an object of direct acquaintance {VIII 293). In expla-
nation of his inability, he points to the "disordered and undeveloged cgn—
dition" of epistemology, particularly with respect to the question--"of
what sorts of things are we capable of direct knowledge (VIII 291)7?"

This discussion is implicitly dependent on an atomic (spec%fically,.a
sensationalist) account of experience. The implicit dependence is found in
Keynes's account of direct acquaintance. There are, he claims, threeltypes
of direct acquaintance: "our own sensations, which we may be said -to
experience, the ideas or meanings, about which we have thoughts anq which
we may be said to understand, and facts or characteristics.or relations OE
sense-data or meanings, which we may be said to perceive (VEII 12}).
Whitehead would subsequently argue in criticism of this account that,
without justification, it confines experience to sense exp?rience an@ that
experience so conceived cannot provide an adequate ground e1the; for induc-
tion or for what Keynes calls the inductive hypothesis. Using a method
very like what Keynes would subsequently call human logic, Whitehegd
attempts to demonstrate that it is the organic .rgther. than tye atoylc
hypothesis which best describes reality, that organl?lsm is compaﬁlb%e with
the possibility of rational induction, and, in particular, thgt {F is con-
sistent with the inductive hypothesis. As we shall see, in "My garly
Beliefs” Keynes makes a criticism of his early bel%efs .about dlreFt
acquaintance consistent with the criticism of sensationalism found in

Whitehead.

In his 1926 biographical essay on Edgeworth, Keynes rejects "the atomic
hypothesis" as a metaphysical basis for work in the moral gciences. }n a
discussion of the philosophical foundations of the "Marginal jheory. (X
260-262)}, he claims that the problem with this theory is.that it der1vfs
its assumptions from "Utilitarian Ethics" and "Utilitar1§n. Esthology .
These foundations are unsound (X 260). In particular, ptilitarianism assu-
mes that the atomic hypothesis is applicable to the subject matter of_the
moral sciences. In contrast to the position he had taken in the Treatise,

Keynes now claims that this is not the case.

Mathematical Psychics has not, as a science or study, fulfilled
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its early promise. In the seventies and eighties of the last cen-
tury it was reasonable, T think, to suppose that it held great
prospects. When the young Edgeworth chose it, he may have looked
to find secrets as wonderful as those which the physicists have

found since those days. But, as I remarked in writing about
Alfred Marshall's gradual change of attitude towards mathematico-
economics ..., this has not happened, but quite the opposite. The

atomic hypothesis which has worked so splendidly in Physics breaks
down in Psychics. We are faced at every turn with the problems of
Organic Unity, of Discreteness, of Discontinuity--the whole is not
equal to the sum of the parts, comparisons of quantity fail us,
small changes produce large effects, the assumptions of a uniform
and homogeneous continuum are not satisfied (X 262)

Keynes returned to the question of the metaphysical description which
is appropriate in economics in his examination over the period from 1938 to
1940 of Tinbergen's early work in econometrics and in some correspondence
with Harrod about this (XIV 285-320). At issue in both the examination and
the correspondence is the "habit of mind" which is appropriate inm econo-
mics. As we have seen, Xeynes had, by this time, designated human logic as
the field concerned with the analysis of the "useful mental habits” we have
for "handling the material with which we are supplied by our perceptions
and by our memories and perhaps in other ways." In his correspondence with
Harrod, he describes economics as "a branch of logic, a way of thinking" in
which the appropriate "habit of mind" is “directly counter" to that
appropriate in. the natural sciences {(XIV 296 & 300). 1In thé moral scien-
ces, Keynes appears to be saying, human logic leads to the adoption of men-
tal habits very different from those of the natural sciences. The specific
habits to which Keynes points are those characteristic of an organicist
metaphysical description. Thus he claims the main distinguishing charac-
teristic of economics (and the main obstacle to the use in it of conven-
tional mathematical and statistical methods) is the lack of homogeneity,
uniformity and continuity in its material (XIV 286 296 299 300 316). This
is the main outcome of internal relations—-of Organic Unity--and hence the
main reason Keynes gives, in the passage from his Edgeworth essay cited
above, for the inapplicability of the atomic hypothesis in the moral scien-
ces. The motives behind economic behaviour will, on the hypothesis of
internal relations, change with changes in the relations within which indi-
viduals develop and live. Therefore, the regularities observable in beha-
viour will, since they depend on these motives, also change. Moreover,
these changes may occur discontinuously.

In addition to its consistency with the general notion of internal
relations, Keynes's discussion here of the habits of mind appropriate in
economics is also consistent with Whitehead's description of such relations
as a nested hierarchy of societies, a description which makes abstraction
possible and which is a central component of Whitehead's answer to Keynes's
claim that internal relations make it necessary for us to know everything
before we can know anything. 1In one of his letters to Harrod, Keynes makes
a claim which implicitly assumes that abstraction in this sense is
bossible: "the object of a wodel is to segregate the semi-permanent or
relatively constant factors from those which are transitory or fluctuating
so0 as to develop a logical! way of thinking about the latter, and of
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i i i hey give rise in particular
understanding the time sequences to which t .
cases {XIV 296-7}." As we have seen, the General Theorx prqv1des a more
detailed account of this method and of Keynes's use of it in his own analy-
sis (VII 245-247),

Keynes claimed in the Treatise on Probability Fhat interna% relgtions
would rule out the possibility of rational induction. There is evidence
that he subsequently changed his mind about this as well. Thoggh he_abanf
doned the atomic hypothesis, he continued to believe that rational induc-
tion was possible in "psychigs”. In his review of Ramsey's F?nndat;ons of
Mathematics, he continues to assert, in opposition to Ramsey's clalm'tpat
human logic cannot provide an objective or rational ground for probab}llty
and induction, his belief in this possibility andrpolnts'to hu@an logic as
potentially containing the solution to the problem of 1pductlon {X ?3?}.
In addition, Keynes's own work subseguent to his ado?tlon o? orggnlc1§t
metaphysical premises implicitly presumes that rgtlonal 1nduct19nd is
possible. He continues to construct "general" theories gnd to méke %n.uca
tive judgements based on these. He also assumes Fhat, in certain 11m1t?
conditions {(the limitations now resulting in paﬁt from organic
interdependence), business expectations can be formed rgtlonglly'(thoug? ?e
also argues that even in those c¢ircumstances where rathnall?y 15 p0831bhe
expectations are often not formed in a rational way): gls rejection of't'e
atomic hypothesis did not lead, therefore, to a TEJGC?JOH of'the 99331b1—
lity of rational induction. Moreover, Keynes prov1de§ .dlscu931qns of
aspects of induction which are consistent with an-organ1c1st éo%utlon to
the problem of rational induction——specifically, with the organicist solu-
tion set out in Whitehead's philosophy of organism,

As 1 pointed out above, Whitehead played a role in Keynes's vork on
probability and induction beginning at least as far back as Keynes's 1908
fellowship dissertation. He acted as a referee of both_t?e 1908 and 1909
versions of the dissertation. Whitehead was very CPlthall of what_ he
called the "philosophical” aspects of Keynes's argument,-meanlng by p?l}o—
sophical what Keynes in the dissertation and in the Treﬁtlse on Probéblllty
calls the difficult problem of grounding the assn@pFl?ns upon which the
formal part of probability, the calculus of probabllltlesi is Fo.b? based
(Whitehead 1908A, 1908B & 1909; VIII 86). The focus of his criticism was

Keynes’'s attempt to find such grounds in atomism. Wh?tehead Was of the

view that atomism could not provide an adeguate foundation for either pro-
!

bability or induction; organicism, however, could. Keynes's account was

defective because it overlooked the problems_ creatgd by a?omism @hlle
unjustifiably claiming that organicism was inconsistent .w1th rational
induction. Whitehead was also of the view that a defgnSJble frequgncy
theory of probability could be constructed on the basis of organicism.

Without noting its connection with organicism, RKeynes discusses Whitehead's

version of the frequency theory in both is 1909 fellowship diss?rtation and
in the Treatise on Probability (VITI 109-20). In contrast.to his treatmgnt
of Venn's freguency theory, Keynes does not rgject Whltehgad's v?r31on
outright. His criticism takes the form of a series of questions which he
claims exponents of this theory must answer before the theory can he

accepted.

Following the publication of Keynes's Treatise in 1921, Whitehead, in
direct response, it appears, to Keynes (Whitehead 1548, p. 111; 1978, p.
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206), set out to demonstrate that atomism could not provide an adequate
foundation for probability and induction, that organicism could solve the
problems created by atomism while avoiding the problems which Keynes had
attributed to it in the Treatise, and that the questions Keynes raised in
the Treatise respecting Whitehead's version of the frequency theory could
be adequately answered {Whitehead 1927; 19483, pp. 10i-11; 196%C, Chap. X;
1978, pp. 200-6). Reynes's discussions of probability and induction
following his rejection of the atomic hypothesis express views consistent

with the solution Whitehead offered (Winslow 1985, pp. 110-140 and Chap.
5}).

In explaining his ipability to provide adequate grounds for his adop-
tion of the atomic hypothesis in the Treatise on Probability, Keynes
pointed to the disordered state of epistemology, particularly with respect
to the question of what sorts of things are we capable of direct knowledge.
In moving to what appears to be an organicist view of induction and proba-—
bility and of the habits of mind appropriate in psychics, Keynes also moved
to an understanding of direct acguaintance capable of solving this problem
of grounding metaphysical beliefs. The change in his view of the nature of
experience is recorded in his criticisms, in "My Early Beliefs", of his
early beliefs about experience—--criticisms which, as we shall see, are very
like Whitehead's criticisms of these same beliefs.

One of the criticisms which Keynes makes of his early beliefs (beliefs
which he associates with Bloomsbury and G.E. Moore) is that they involved
"a dogmatic treatment as to the nature of experience (X 438)." He appears
to associate this with uncritical adherence to a variant of sensationalism
in which all experience was treated as having the same precise character as
sense experience. (In the Treatise on Probability, as we have seen, Keynes
identified experience with sense experience.) In particular, experience of
"good" was treated as having this character (X 438). This, he claims, was
"a method of handiing experience which was eXtravagantly scholastic."
Keynes follows Ramsey in defining "excessive scholasticism" as "the treat-
ment of what is vague as if it werc brecise and trying to fit it into an
exact logical category (Ramsey, as cited by Keynes, X 343)."

Ramsey uses this term to critically desecribe Moore's approach to ordi-
hary language (Ibid.). Moore held that fundamental issues in philosophy
coutld be resolved by means of an analysis of the precise meaning of ordi-
nary language. There could be no appeal against the meanings so revealed.
Ramsey argued, in agreement with Whitehead, that meaning was vague rather
than precise and that philosophy could change meaning (Ibid.; see also
Ramsey 1965, pp. 116, 117 and 136-7)}. Keynes makes the same criticism of
this aspect of "Moore's method". According to this method, Keynes writes,

you could hope to make essentially vague notions clear by using
precise language abdout them and asking exact questions. It was
the method of discovery by the instrument of impeccable grammar
and an unambiguous dictionary. What exactly do you mean? was the
phrase most frequently on our lips. 1If it appeared under cross-
examination that yeu did not mean exactly anything, vou lay under
a strong suspicion of meaning nothing whatever. It was a
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stringent education in dialectic but in practice it was a kind of
combat in which strength of character was really much more

valuable than subtlety of mind. (X 440)

In his Cambridge lectures of 1933, Kevnes associates scholasti?ism in ?cof
nomics with excessive precision, over generalization and mechgnlcal logic——
problems which can be shown to result in part from ? failure to take
account of internal relations (Keynes, as cited in Tarshis, 19383, Notes for

Nov., 6).

Whitehead makes essentially the same criticism of conventionil philo-
sophic methods. He claims they involve "dogmatic" attachment Fo the pre-
supposition that all knowledge starts from the 00280109sness of
spatio-temporal patterns of sensa {(Whitehead 19268, p. 74). Tbls presup-
position imports a false semse of "clarity” into our Ponc?ptlon 0{ our
experience (Ibid., pp. 111-2). The sensationalist doctrine ;s exce§s1vely
scholastic in Ramsey's sense. In opposition to this chtrlne, Whitehead
claims that "the study of human knowledge should start with a §urvey of_the
vague variety, discernable in the transitiomns of human experience (1hid.,
p. 75)." Whitehead also makes the same criticism as Keynes and Ramsey of
the conventional treatment of meaning and language. What.he calls the
"Dogmatic Fallacy" is "the belief that [philosophy's] working hypotheses
are clear, obvious, and irreformable (Whitehead 1967B, p. 144; see also p.

223)." This ignores the fact that "except perhaps for Fhe simplgr notions
of arithmetic, even our more familiar ideas, seemingly obv1ous; are
infected with this incurable vagueness (Whitehead 196%B, p. 145). He

calls the belief that philosophy can reveal but cannot chagge.the msanings
implicit in ordinary language "The Fallacy of the Perfect Dictiomary"”.

There 1s an insistent presupposition continually sterili?ing phi-
losophic thought. It is the belief, the very natural bellef,.that
mankind has consciously entertained all the fundamental ideas
which are applicable to its experience. Further it is helq ?hat
human language, in single words or in phrases,_ gxpllc:tly
expresses these ideas. I will term this presupposition, The
Fallacy of the Perfect Dictionary." (Whitehead 1968, p. 173)

He also associates both this fallacy and the Dogmatic Fallacy with
excessive scholasticism (Whitehead 1968, p. 173}.

What is required in place of these methods is what Keynes calls human
logic. "Our task is to understand how in fact the humap mind can sucFess—
fully set to work for the gradual definition of its hablpua} ideas
{Whitehead 1967B, p. 145; see also 1967A, p. 106)." Human loglc_znv?lv?s
appeal to "direct insight” rather than deduction or "verbal gnalys1§ within
the limits of the dictionary" (Whitehead 1968, p. 173}. It is p0831ble,.by
means of such an appeal, to change meaning and thereby “eplarge th? dic-
tionary” (Ibid.). In fact, "the great difficulty of phllosophy is the
fatlure of langunage. ... Language halts behind intuition. The dlfflcu%ty
of philosophy is the expression of what is self-evident. Our understanding
outruns the ordinary usages of words (Ibid., p. 49}."
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We have found Keynes adopting Ramsey's notion of human logic as the
method appropriate to the analysis of the habits of mind we have for
"handling the material with which we are supplied by our perceptions and by
our memories and perhaps in other ways" while dissenting from Ramsey's
claim that human logic cannot provide rational or objective grounds for the
adoption of particular habits of mind. Whitehead provided an alternative
account of such methods, an account which, 1like Ramsey's, disconnected them
from formal logic but, unlike Ramsey's, pointed to "direct intuitive obser-
vation" as a method of human logic alternative to formal logic which couid
provide objective and rational grounds for the adoption of particular
habits. Whitehead also c¢laimed that it only becomes evident that
experience can be used for this purpose when it is recognized that the con-
ventional sensationalist account of experience is not an account of unin-
terpreted direct experience but contains ungrounded atomic habits of mind.
Keynes, as we have seen, makes a similar criticism of the conventional
account of experience on which.his own work in probability had initially
been based. This suggests that Keynes, having accepted Ramsey's discrimi-
nation of human from formal logic, adopted something like Whitehead's
rather than Ramsey's account of the actual methods and potential results of
human logic.

CONCLUSION

In summary, there is evidence that Keynes moved over time from an ato-
mist to an organicist metaphysical description. He appears to have ini-
tially accepted atomism as the description valid for both the natural and
the moral sciences. As his discussion in the Treatise on Probability
shows, this initial acceptance of atomism was based primarily on his belief
that it was the only description c¢ompatible with the possibility of
rational induction. He subsequently abandoned atomism in favour of organi-
cism as the description valid for the moral sciences. The conception of
internal relations to which he moved allowed for “abstraction" and for the
mutual interplay of efficient causation, final causation and freedom. His
treatment of internal relations as compatible with the possibility of
abstraction is consistent with Whitehead's notion of a nested hierarchy of
societies and points to a way out o the difficulty which he had claimed
internal relations create for induction--the apparent necessity they place
us under of knowing everything at once. The removal of this difficulty
explains his continued acceptance of the possibility of rational induction
following his rejection of atomism. These changes in Keynes's metaphysical
beliefs were accompanied by changes in his methodological views. He came
to reject formal logic and analysis of ordinary language as adequate
methods for grounding metaphysical premises, and replaced them with human
logic. He was also very critical of his early conception of experience.
His treatment of these questions has much in common with Whitehead's.

The changes in Keynes's metaphysical and epistemological beliefs had
important effects on his economics. They underpin his treatment of human
character and motivation, his treatment of business expectations, and his
criticism of conventional uses of mathematical and statistical methods.
His treatment of character and motivation, for example, allows for environ-
mentally conditioned long-period and short-period changes in the motivation
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behind economic behaviour. It alsc appears to employ Whitehead's ?otion of
a nested hierarchy of societies. In this and other areas, Keynes s econo-
mics appears to be based on metaphysical premises wvery different from
orthodox ones.

References

igeferences to the Collected Writings of John Mavnard Keynes.tage the form
of the volume number followed by pase numbers eg. (X 338} indicates page
338 of volume X.

2Note that what Whitehead calls speculative philosophy 1s very like what
Keynes calls human logic.

31t should be noted that the meaning of caeteris par;bus alters when we
move from an atomist to an organicist conception of 1nterdgpendenqe. As
Keynes notes in this Treatise on Probability discu§S}on, atomic premises do
not rule out changed behavicur of ultimate entities under changed con-

ditions. Amidst such changes the nature of the entit%eg themse%ves,
however, remains unchanged. This is not so under organlqlst Premlses.
Marshall makes the same point in contrasting mechgnical and biological an;v
logies in economics. Because mechanical pfemlses fo not .rule oif F e
changed behaviour of atoms under changed conditions, "mechanical ana ogies
ought ... not to be abandoned hastily on the ground that economic events

react upon the conditions by which they were produge@; s¢ that futu?e
events cannot happen under exactly the same qonéltlons. as .they did
(Marshall 1925, p. 317)." 1In mechanics, however, it is guanitative change
in the forces at work to which all results can be traced. 1In contrast,

in life their character changes also. ~ Progress’ or "evolutio?,
industrial and social, is not mere increase and Qecrease. It is
organic growth, chastened and confined and occ§31oga11y reversed
by the decay of innumerable factors, each of which 1nflu§nces and
is influenced by those around it; and every such mutual influence
varies with the stages which the respective factors have already
in their growth.

reachfg this vit;i respect all sciences of life are akin to one
another, and are unlike physical science. (Ibid).

dMoore claimed, for example, that the conception of relations as
internal was unacceptable because it was in conflict with the concep-
tion embedded in ordinary language (Moore 1959, p. 33}: Ramsey savs
of anv attempt to ground atomism in the analysis of ordlna?y language
that it mistakes "for a fundamental characteristic of reality what is
merely a characteristic of language {Ramsey 1965, p. 117; see also
Whitehead 1978, p. 12 and 1967B, p. 234)."
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