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 TUE LOGICAL MSTHOD OF SCONOMIC SCIENCE

economic method we are dealing
with a branch of applied logic, the abject being to
determine the nature bf'thé”logical'processESVspeeially
appropriate to the study - that is, the methods of
investization and proof of which it can avail itself -
andfthé lorical character of its conclusions as affetted

thereby.

John leville Keynes has broadly categorized
two distinguished but contrasting schools in the
conception of economic method, one of which describes
economic sciénee'as’pcsitivc. ﬁhstract;‘and'deductive;
while the other deseribes it as ethical, realistic,
and‘inductiVe%  However, the sharp contrast is not
to be fcund 1n the writings of the typical eeonomists |
of either school imply because there iq to a great
extent wubstantial agreement in the methods that
they amplay, an the differenee only lies 1n the rﬂlative
1mportance that they attaeh te different aspeeta ef
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their work.

The ﬁuestion of the riﬂhtfnétﬁédréf ecénumie
encuiry was not as such ﬁiacuased by Adam Gmith but 1e
_has been said of him that he first raised economics to

thcrdignity of & deductive sclerce,

Senior and JuS. M1l were the Enﬁlish c1kssica1

economists uha also formulsted priﬁeiples ef aeonamie

method.2 The problem is discussed in more detail by
Professor Cairnes

3 in his Character and Lo~ical Method

Thourh there were minor differences in their
principles,they were bnﬁieally in agreemert in regarding
economics as & science that is in its s¢one positive
and in its method abstract and dedustive. While Senior
contended that ecomomi¢és depends more on reasonine than

2
" Senier's viaws are cantained 1n his iatrodnctory
lectures before the University of Oxford and in his
treatise on .w_g ical cconomy;

J. ﬁ. Gairaes (1823-1475) was & Professor at
Dublin and Gnlusy aaﬁ later at Landan ln t§§ Prefaee

Politieal Leenemy, Profeasur ~~1raes spae 'iea yvdisc'sims
the enunciation of any new method of

1ng~ , ~‘ﬂeaﬁ£p.7). He later states that the lorieal
nmthod to use in economic inquiry is the ascertainment of
®the place, order, and importance which induction {in the
narrower meaninr of the term), deduction, verification,
ohservatian and ex, arinent uupht to hold in oeaaaaie
4 inquiry. (‘Po?é)’ : o , ; ,




on observation, Mill and Cairnes insisted that the
appeal to observation and experience must come in,
before the hypothetical laws of the scienée could be
applied to the interpretation and explanation of ccngrete

facts,

The German schocl consistin- of Hbscher and
Knies, on the other hand, hel¢ that there could be no
purely positive science of economics, such as was
contemplated by Professor Cairnes. The school held
that economics could not be adecuately treated except
in close connexion with other*bfanChes ef social seiehce.
As to the method of reasoning by which economic knowledge
is to be extended, emphasis is laid on the specific
observation of the actual economic world, and generalizing
therefrom. Hence, this school is spoken of as inductive
and statistical, though it is still distinctively
designated as historical because of its insistence on
the importance of historical material in building up the

gcience.

The Historical Method |

%l Jevens; it must be remembered, was writing at
a time when a group of eéonomists styling itself the
Historical School, were'urging that economics should be
studied historically. The basic and distinctive article
ofkﬁhis historicai schcgl's mathcﬁologicél,faith was




ithat the organon of eeconomic science should mainly
'ésnéist*inﬁthe'results‘of,'andfin*géneraiitaticﬁs'from,,

histqrical mnnographs;

| The Historical Sehool’s ccnception cf
scientific procedure in the study of economicq Foes N
as follews. |
That the economist should first of all master
“the historical technique, which is the basic scientifie
kaquipment, after which he should ™dive into the ocean
of economic¢ history in order to investirate particular
«E?teerns or processes in all their live details, local
ard temporal, the flavour of which he should learn
to‘relish.“& The only kind of general knowledge that
is attainable in social sciences would then slowly
grow out of this work. This was the oriciral core of

what became known as the Historical Method in Keoromics.

| Thiq method 1mplios that every law, custom
or qocial faet was & prcduct of past history. In the
same~way, it must have been argued that the laws 6f |
economica must be souvht in hiqtory and the general

laws oi society and social evolvtion.

| f J.A, uchumpeter History of Eco Qom;g ralysis,
ﬂLondon, 1955, p.807. '




\Althaugh Javnrs waa filly aware of the né@d
to treat economics ir its histerical perspective, he
entirely rejected the view thuv historical politiecal ;~'
ktconomy was o oust and renlace deductiveecouomiey
theory. his arument sgainst the historical approach

runs as follows:

That there are two aspects of &n?ysubjeéi- 2
matter to which we must rive special attnntion, namely:
| a) 1its lorical or formal aspect~

) 4its historical aspect.

: he can study, Jevons said, awy(Froua of objectq éitﬁpr
as reﬁardq the laws of action of their comuenent parts,
irrespective of time, or as rerards the successive
forms produced from time to time urder the action of
~ those laws."’ These two asprcts, however, do not necessarily
conflict. 1n the historical aspect of the rubject we
merely study how these laws of action are worked out in
time, as tor instence, if we study the history of the
earth we hope to find the same reolozical lavs exemplified
throuwhout the vast catyclysmic cherges it has ore
thrnurh¢; Similarly, the tiret priﬁcinleq of nolitical
'econcmy may be studied apart from their exemplificatibn

in anyrpartiéﬁlar'éociéty.'

o “W.S. Jevans,'“The Future of Palitical &conomy,
in Zhg iggialgs of bconemigg& p.196.,,




ordic considered seigaee

”ato be a case of the Physical er Conerete Deductive Mathod
- by which we may start from some abvious psyeholoyical

‘1aw, as fer instanee, what Jevona used to say, that a

;rgreater gain 13 preferred ta a snaller ane, and we may
than resson downwards, and predict the phenomena which
will be produced in aeciety by such a law, Jevons sgreed

3 with Mill in thia respect, but added that because of the
great'eaaplexityof the causes in aeticn in seciety, it
wﬁuldybe‘difficalt to discover the undiaturbad efféets

of any one law.r Nevertheless, Jevans %aid we could obtain
some verification of our reasoning by careful analysis

of the statistical data in our possession.

What Jevons really objected to in Mill's
treatment of science was that Mill had described the
| Conerete Deductive Methed as if it were one of many
inductive methods. Jevons suggested an alternative mathod
known aa the Complete Method, a method which coﬁbines
observation, deduction, and induction in the most complete

and perfact way.

- Mill's Deductive Methad is in fact of no special
significance at all to Javons, for the latter had explainad

‘that induction 13 nerely
an inverse aperatiaa, ths iﬂverse of deduetisn. Thaa -

| Hill’a Bmémctivu ﬂsthad 13 nathing bu% simply 1nduetian N



itself in its essential form.

 '1%{'15 diseusQ1n? the 1091ca1 method to be used 1n
ecenﬁﬁies, Jeveas eaphasized its deductive eharaeter.
He gava a uusbgr @f what he called “simple 1nductioﬁs
fram uhich wu cculd proceed to reason deduetively in
eaaa&aies, as fcr example, "that every person will
heose the greater apparent good; that human wsnts are

moreer,less quickly satiatad that prolonged labour

becaaestmare ané sere painful ,” nd From thssa axiams,
Jevona aaid, sa eauld deduce the laws of suppiy and
demand, of value, and all the 1ntricate results of

commeree. e

Dr. Nays, commenting on these inductions,
ramarks that not all these laws have the same status,
and it is Urﬁn? far Jevons to assume so. Dr., Mays
contends that gome are i{nductions based on physiological
and psyehelowical factors, which seem to be relatively
constant from person to person, while others seem
rathar to reflset the type of society we live in and

tha valuaa ue accept? The first proposition, for

w S, Jevens
,5 ng Ierk, Ke




euau&le, sss&mas that people do in fact choose the zreatar

app&rsﬁt gaed ‘an asaﬁmption which Freudian psyehology
has threnn sema doubt on,

Jmnu was aware of the difficulties in the

appliaation af the inductive process in social aaiencs,

especially 1n aeonamics, because any study of social

o %{ iavalves more than just one indagendent factor
and it is Hast diffienlt to isolate the social factors
in play traa each other, The difficult part of'the
inénstivc pr@esss is the verification of the deductions
ua&e freakwar hypatheses, and this difficulty is further
aggravatad when ‘the extremely complex social factors
are 1nwelved. ¥To fulfil the conditions of inductive
1nqu1ry,“ Javbns said "we ought to be able to observe
the etfeata of a cause coming singly into action, while
all,other canses remain unaltered.“s But the difficulty

lies 15 the fact that not only "other causes” change,

theyhsaanot‘be‘iaplated at all.

Jevons gave the example of England's Free

Traée to elarify this point. He said, "Entirely to

prcve the good effccts of Free Trade in England.......we

ghtx,o h"‘ the nation unaltered in every circumstances

wﬂith, gbgligion of burdens and restrictions on

= ﬂ,ﬁ . Jsvonﬁ $ oD.citey Pe 18.



,trade.'g Eut he~

~noted that during the period of Free-

Tradn many ethar causes of prosperity were also coming
1nta aetien, forfinstance, the progress ofinvention,

the canltrnction'ofrrailways,etc. Nevertheless, Jevons

‘cantenda';fit 1s

’ lstill possible to construct a simiplified
eoﬁceptual madel ef the secial situatien, that 13

daé&etiﬁs theeryiw It does not mattar whether the

benefieiant results of Free 1rade were sufficient tc

warrant7the existenca cf Q_Eggm_gggzi, ‘since deductive
rsasaaing?fr@a'preaises cf almost certain truth haé

led te snch expscted rosults, and there wae nothin; in
sxperioneo uhieh in the least eonflicted with the
axpectatiena, The immense prosperity of the country
since tha adnption of Free-Trade, he continued tended
tﬁ aﬂnfirn the anticipations. However, one wbuld,not
dare to oay that beneficient rasults of Free-Trade are
self~cvidant. Ag such, we must avoid taking economic
lawa as if they were independent of the type of society
in whieh thsy occur, o

":7?i;s; 36V0n9:,gn*‘g3 SR

truth(or falsity) can be
sitions thse o observations, are called

BPORO « ‘ ?emaining propositions, which
cided only after facts are available, are called



