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"HIERARCHY OF CAUSES" AND THEORY OF MONEY IN RICARDO AND KEYNES

Notwithstanding these profound epistemological differences, Ricardo's quest for a theory in which the hierarchy of causes is detectable in the structure of the arguments was also pursued by Keynes, who shared with Ricardo the recognition of its relevance and usefulness. (Marcuzzo 2014: 433) This suggestion that Ricardo and Keynestwo authors with whom Marcuzzo shared a lifelong intellectual companionshipmight be bedfellows on methodological issues is all the more surprising since it relies on a distinction made by Ricardo between "permanent" and "temporary" causes, which Marcuzzo illustrates with the notion of "natural quantity of money" -that is, a notion which could hardly be found in Keynes's General Theory. Nevertheless, the "profound epistemological differences" acknowledged by Marcuzzo do not, according to her, preclude a common quest by both authors for a "hierarchy of causes." It may then be worthwhile inquiring whether Ricardo's and Keynes's theories of money are consistent with such a common methodological approach. This is the aim of my contribution to Cristina Marcuzzo's Festschrift.

In Section 1 I distinguish between two meanings of "permanent" in Ricardo's monetary writings, before discussing, in Section 2, how Marcuzzo derives her idea of "hierarchy of causes" from the relation between "permanent" and "natural" in Ricardo. Section 3 questions the "analogy" made by Marcuzzo between the natural prices of commodities and what she calls "the natural quantity of money", and contends that the idea of "hierarchy of causes", duly reformulated, should be restricted to Ricardo's theory of money. Section 4 suggests that a "hierarchy of causes" may indeed be detected in Chapter 17 of Keynes's General Theory but this leads, in Section 5, to another methodological resemblance between Ricardo and Keynes on money.

The two meanings of "permanent" in Ricardo's monetary writings

In relation to money, the distinction between a permanent and a temporary phenomenon appears in Ricardo with two different meanings. The first was borrowed from common language: something is permanent if it lasts for a long time, as opposed to something temporary which does not. Permanent is then synonymous with durable, and temporary with provisional. An illustration of such a distinction is to be found in Ricardo's contention in 1819 that his Ingot Plan should be applied permanently, in contrast with the position adopted in Peel's bill, according to which convertibility of the Bank of England note into bullion would, after three years, give way to the pre-1797 convertibility into specie. Already in 1811, after the return to convertibility proposed by the Bullion Committee had been rejected by Parliament, Ricardo had outlined this plan in the Appendix to the 4 th edition of High Price of Bullion, stressing that it should be permanent:

This privilege of paying their notes as above described [in bullion] might be extended to the Bank for three or four years after such payments commenced, and if found advantageous, might be continued as a permanent measure. (Ricardo 1811: 125) After his plan had been partly adopted in 1819 by Peel's bill and discontinued two years later, Ricardo contended that, if it had been fairly tried, it could have been adopted permanently. In a speech before the House of Commons on 12 June 1822 he declared:

That bill [of 1819] he had always considered as an experiment, to try whether a bank could not be carried on with advantage to the general interests of the country, upon the principle of not being called upon to pay their notes in coin, but in bullion; and he had not the least doubt that, if the Bank had gone on wisely in their preliminary arrangementsif, in fact, they had done nothing but watch the exchanges and the price of gold, and had regulated their issues accordingly, the years 1819, 1820, 1821 and 1822 would have passed off so well with the working of the bullion part of the plan, that parliament would have continued it for a number of years beyond the time originally stipulated for its operation. Such, he was convinced, would have been the course, had the Bank refrained from making those unnecessary purchases of gold which had led to so many unpleasant consequences. (Ricardo 1952: 200) Ricardo's consistent position from 1811 until his death in 1823 thus shows that in his mind, the Ingot Plan should lead to "the euthanasia of metal currency," as James Bonar wrote one century later (Bonar 1923: 298). In other words, it amounted to a demonetisation of gold in circulation: gold would remain the standard of money, but no longer money. In his Proposals of 1816, Ricardo considered this achievement to be a major progress in civilisation:

A well regulated paper currency is so great an improvement in commerce, that I should greatly regret, if prejudice should induce us to return to a system of less utility. The introduction of the precious metals for the purposes of money may with truth be considered as one of the most important steps towards the improvement of commerce, and the arts of civilised life; but it is no less true that, with the advancement of knowledge and science, we discover that it would be another improvement to banish them again from the employment to which, during a less enlightened period, they had been so advantageously applied. (Ricardo 1816: 65) A system of payments exclusively based on the circulation of notes convertible into bullion opened thus a new age in "the arts of civilised life". The reason for adopting it permanently -and not as a transitory device for facilitating the return to the pre-1797 systemwas to be found in its two properties summed up in the title of the 1816 pamphlet: Proposals for an Economical and Secure Currency. Apart from its "economical" characterthe possibility of keeping low the level of gold reserves of the issuing bankthe main advantage of this system was that it provided the exact amount of currency required by the "wants of commerce"; in other words, the supply of money was endogenously self-adjusting (see Deleplace 2017, Chapter 7).

This leads to a second meaningmore analytical -of the distinction between "permanent" and "temporary". The payments system advocated by Ricardo was to be permanently applied because it created the appropriate quantity of money permanently, thanks to the following policy rule: the contraction of the note issue whenever the market price of bullion was above the legal price at which the note was convertible into bullion, and the expansion of the note issue whenever the market price of bullion was below the legal price (slightly inferior to the other one) at which bullion was convertible into the note:

We should possess all these advantages by subjecting the Bank to the delivery of uncoined gold or silver at the mint standard and price, in exchange for their notes, instead of the delivery of guineas; by which means paper would never fall below the value of bullion, without being followed by a reduction of its quantity. To prevent the rise of paper above the value of bullion, the Bank should be also obliged to give their paper in exchange for standard gold at the price of 3l. 17s. per ounce. […] In other words, the Bank should be obliged to purchase any quantity of gold that was offered them, not less than twenty ounces, at 3l. 17s. per ounce, and to sell any quantity that might be demanded at 3l. 17s. 10½d. While they have the power of regulating the quantity of their paper, there is no possible inconvenience that could result to them from such a regulation. (Ricardo 1816: 66-7;1819-1821: 357) Combining the convertibility of the note into bullion and the management of the note issue in accordance with the divergence between the market price of the standard and a legal norm, the Ingot Plan provided a self-adjustment of the quantity of money that prevented the value of the currency in terms of commodities from varying more than the value of the standard itself:

Besides, then, all the other advantages attending the use of paper money; by the judicious management of the quantity, a degree of uniformity, which is by no other means attainable, is secured to the value of the circulating medium in which all payments are made. (Ricardo 1816: 57-8) To secure the public against any other variations in the value of the currency than those to which the standard itself is subject, and, at the same time, to carry on the circulation with a medium the least expensive, is to attain the most perfect state to which a currency can be brought. (Ricardo 1816: 66;1819-1821: 356-7) In a book co-authored with Annalisa Rosselli [START_REF] Marcuzzo | Ricardo and the Gold Standard[END_REF], Cristina Marcuzzo had already emphasised this self-adjusting property of the quantity of money, on the basis of an analysis of the international payments mechanism. In her 2014 paper she uses it as an illustration of the meaning given by Ricardo to the word "permanent".

Marcuzzo on "permanent" and "natural" in Ricardo

According to Marcuzzo, Ricardo's use of the word "permanent" may be related to the existence of a market mechanism, in contrast with the time dimension (long term versus short term) usually ascribed to it. In this sense, the "permanent" level of the quantity of money may be called "natural":

Ricardo's definition of the natural quantity of money is given by analogy with the definition of natural wages and natural prices. […] The word "analogy" is used to indicate the similarity, rather than the identity, of the meaning "natural" when applied to a quantity, rather than to a price. It is the idea of a benchmark that market mechanisms tend to establish whenever temporary or accidental causes make prices (or wages) or the quantity of money deviate from it. (Marcuzzo 2014: 423 and footnote 4) This market mechanism is implemented in the international bullion market and it adjusts the quantity of money to its "natural level", making it "permanent": Thus, changes in the quantity of money involving changes in its purchasing power in terms of gold at home and abroad are "temporary," because market mechanisms will bring the quantity of money to its natural level, thereby restoring the equality of the purchasing power of money at home and abroad. Changes in the quantity of money deriving from a change in the condition of production of gold, on the other hand, are permanent, because they cause a change in its natural level. (ibid: 424) From this understanding of the distinction between "permanent" and "temporary" in Ricardo on money, Marcuzzo derives a conclusion on what she calls "the hierarchy of causes" (ibid: 432) in Ricardo's theory in general:

In conclusion, the question in Ricardo's theory is, then, not one of measuring "for how long" or "to what extent" an observed consequence follows from a given cause, before deciding whether it is a temporary or permanent effect. The question is one of deciding which causes can be made the object of a theory; whether, from a given cause, consequences can be derived that are certain. For Ricardo, the distinction between temporary and permanent pertains to the question of which causes are eligible to become part of a theory, and not to the question of which effects endure or fail to endure. Ricardo takes permanency as a property independent of the length of time during which causes exercise their influence because the definition of a permanent cause is given not by the length of the duration of its effects but by its place in the structure of the theory. (ibid: 425; Marcuzzo's emphasis) By emphasising that in Ricardo the analytical distinction between "permanent" and "temporary" is not a matter of time but of forces at work in the determination of the economic variables, Marcuzzo convincingly discards the usual interpretation (long term versus short term) which is also commonly applied to the distinction between "natural" and "market" magnitudes. This denial of the conventional view on Ricardo is in line with other critical reappraisals of this view, such as [START_REF] Depoortère | Quel modèle d'accumulation du capital chez Ricardo?[END_REF][START_REF] Depoortère | William Nassau Senior and David Ricardo on the method of political economy[END_REF]. However, Marcuzzo's analysis raises a difficulty. Her conclusion that temporary causes of disturbance are hierarchically ranked by Ricardo below permanent causes "in the structure of the theory" is derived from the "analogy" she makes on this point between commodities, labour, and money:

We have seen that Ricardo's temporary situations are defined relative to the nature of the causes occasioning them: in the case of prices, these are the changes in the quantities supplied and demanded; in the case of wages, they are the supply and demand of labor; while, in the case of the natural quantity of money, they consist of deviations in the market price from the official price of gold. These causes will produce temporary, not permanent, effects, like those produced by a change in the cost of production in the case of the prices of commodities, the price of necessities in the case of wages, and the value of gold in the case of the natural quantity of money. (Marcuzzo 2014: 432) It is of secondary importance to inquire whether Marcuzzo's analysis of money and the gold standard in Ricardo has led her to a general conclusion on "the hierarchy of causes" or whether her methodological preconception of the latter is responsible for an "analogy" illustrated by the notion of a "natural quantity of money". The point is that they must stand or fall together. Let me concentrate on the "analogy" between the prices of commodities and the quantity of money as to "the hierarchy of causes", leaving aside labour which raises additional difficulties.

"Hierarchy of causes" for commodities, gold, and money in Ricardo

As quoted above, the "analogy" between the prices of commodities and the quantity of money is based by Marcuzzo on "the idea of a benchmark that market mechanisms tend to establish whenever temporary or accidental causes make prices (or wages) or the quantity of money deviate from it." (ibid: 423 footnote 4) However, it is one thing to say that the adjustment of the quantity of money is market-driven because it responds to profitability conditions in the bullion market; it is another thing to draw an analogy with the adjustment in the markets for all other commodities. As will be seen below, arbitrage in the domestic market for gold bullion is permitted by the existence of an institutional set-up (convertibility at a legal price) which transforms this particular commodity into the standard of money and has no equivalent for any other commodity.

But there is more. As far as competitively-produced commodities are concerned, it is well known that such "market mechanisms" -usually called "gravitation" after Adam Smith's use of the wordraise a disturbing problem in the Ricardo-Sraffa line of the Classical tradition: they have no role in the determination of natural prices. In the modern Classical theory of prices to be found in [START_REF] Sraffa | Production of Commodities by Means of Commodities. Prelude to a Critique of Economic Theory[END_REF] and derived from Ricardo, the determination of the price system requires the knowledge of the technical methods of production and of one exogenous distribution variable, under the assumption of a uniform rate of profit, but no particular theory of the market prices: the only assumption is that the system of (natural) prices is "adopted by the market" (Sraffa 1960: 3), whatever the market process that causes it to be so.

In such a framework, the distinction between "permanent" and "temporary" causes, if based on Marcuzzo's above-mentioned "idea of a benchmark", amounts to a distinction between those producing their effects independently of the market process, and those which, because their effects trigger a market mechanism, do not interact with the other, "permanent", causes. However, it is then difficult to reconcile this distinction with the common idea that in a market economy a change in the cost of production of a commodity actually affects its market. Strictly speaking, "permanent" can thus only be consistently distinguished from "temporary" if it is understood as "constant", so that the expression "permanent cause of change" is deprived of any meaning.

In contrast, there are no such disturbing analytical consequences of "the hierarchy of causes" (between "permanent" and "temporary" ones) when applied to money in Ricardo, for two reasons: the market for the standard (gold bullion) plays a central role in the determination of the quantity of money, and the working of this market is specific, as compared with that of the markets for commodities. According to my interpretation of Ricardo's theory of money (in Deleplace 2017), the integration of the value of money in Ricardo's general theory of value relies on the distinction between a real cause of changewhen the relative value of the standard in terms of all other commodities varies for exogenous reasonsand a monetary cause of changewhen the actual quantity of money departs from its conformable level (which equalises the value of money with that of the standard and makes money "conform" to the standard, in Ricardo's parlance) and affects the market price of the standard. Whatever the cause of change in the value of money a self-adjusting process is at work. If the cause is real (such as a change in the difficulty of production of gold bullion), the value of money settles permanently at a new level and the prices of all commodities except the standard adjust accordingly in the same proportion. If the cause is monetary (such as a discretionary change in the note issue, not required by "the wants of commerce"), the value of money departs temporarily from its initial (conformable) level, before returning to it after the excess or deficiency in the quantity of money has been endogenously eliminated.

The self-adjusting process of the quantity, hence of the value, of money depends on the working of the market for gold bullion, but because gold bullion is the standard of money, its market is very peculiar. Arbitrage is practiced on it as on every other market, but the conditions of this practice are unique, because arbitrage is not only with foreign markets but also with domestic monetary institutions: the mint, where bullion is converted at a legal price into coin, and the Bank of England, where notes are converted at par into coins to be melted into bullion (in Ricardo's Ingot Plan, the issuing bank provides convertibility both ways between bullion and the note). The outcome of this domestic arbitrage is the equalisation of the market price of bullion with the fixed legal price at which bullion and money are convertible into each other (taking into account the costs of this convertibility). This means that the market price of the standard is affected by the laws governing these monetary institutions and by their behaviour, independently of what happens to the market prices of all other commodities. In other words, as soon as gold bullion becomes the standard of money, its market price does not gravitate around its natural priceas is the case for all commodities to which the competition of capitals appliesbut is stabilised thanks to an adjustment process sui generis. As Ricardo declared in 1819 before the Commons' Committee on Resumption, "in a sound state of the currency the value of gold may vary, but its price cannot." (Ricardo 1952: 392) In contrast with the natural price of any commodity, which can be determined independently of the market process, the legal price of the standard of money only acquires an economic meaning because of a specific process which adjusts the market price to it. Far from being of secondary importance, the adjustment process of the market price of gold bullion makes the legal price effective and therefore constitutes it as an economic magnitude: for want of such adjustment, this institutional datum would simply remain outside of economic theory, and money with it. In modern parlance, one would say that for any other commodity produced in competitive conditions the question of the existence of the price system can be solved in the absence of a definite analysis of its stabilitythe price system in [START_REF] Sraffa | Production of Commodities by Means of Commodities. Prelude to a Critique of Economic Theory[END_REF] is an example of this methodwhile for the commodity acting as the standard of money, the existence of its legal price as an economic magnitude depends on a specific analysis of its stability. In other words, the Ricardo-Sraffa tradition on the price question leaves stability (the determination of price in disequilibrium) outside the theory, while Ricardo's theory of money puts it centrestage: the legal price of the standard actually regulates the quantity of money insofar as its market price is subject to a definite adjustment process. While, as seen above, the distinction between a "permanent" and a "temporary" cause of change in the price of any commodity cannot be based in Ricardo on the working of the market-adjustment process, Ricardo's theory of money provides a clear and coherent foundation for such a distinction, when applied to the value of money. A permanent cause of change in the value of money is one that triggers an adjustment in the market for the standard which sets a new value for it and consequently a new value of money conforming to this new value of the standard, hence a new quantity of money consistent with this new value of money. This is the case when the value of money is lowered permanently after the discovery of a new gold mine more productive than at least some of those previously worked, or when the value of money is permanently raised after the issuing bank increases its demand for gold reserve in the perspective of the implementation of a new monetary system, as it happened with the return to the convertibility of the Bank of England note into specie in 1820-1821 (see Deleplace 2017, Chapter 5). In contrast, a temporary cause of change in the value of money is one that triggers an adjustment in the market for the standard which does not affect its value but only generates a change in the quantity of money that brings back the value of money to the unchanged value of the standard. This is the case when the value of money is lowered temporarily ("depreciated" in Ricardo's parlance) after the issuing bank has discretionarily increased the quantity of notes (that is, in the absence of any increase in "the wants of commerce"), or when the value of money is raised temporarily ("appreciated") after the issuing bank has failed to respond to an increase in "the wants of commerce" (whether durable, as when trade is continuously expanding, or provisional, as when notes are required to fill the void occasioned by a want of confidence between merchants in the credit market) (see Deleplace 2017, Chapter 7). Strictly speaking, Marcuzzo's notion of "hierarchy of causes", duly reformulated, should thus be restricted in Ricardo to his theory of money. One may now ask what happens to it when it is tested on Keynesas suggested by Marcuzzo herselfprovided this test is made on his theory of money.

A "hierarchy of causes" in Chapter 17 of General Theory

It would be too long to list the differences between Ricardo's and Keynes's theories of money, which are not less "profound" than the "epistemological differences" mentioned by Marcuzzo (Marcuzzo 2014: 433). Nevertheless one may inquire whether, as suggested by her about the relation between effective demand and employment in Keynes, "Ricardo's quest for a theory in which the hierarchy of causes is detectable in the structure of the arguments" (ibid) also applies to Keynes's theory of money.

The only place where market adjustments are analysed in General Theory in relation to money is Chapter 17 entitled "The Essential Properties of Interest and Money", where, as is well known, Keynes studies the adjustment process that generates the equilibrium level of the production of all capital-assets (hence the level of aggregate investment) for a given moneyrate of interest. The question of such adjustment is raised by Keynes as follows:

Let us suppose (as a mere hypothesis at this stage of the argument) that there is some asset (e.g. money) of which the rate of interest is fixed (or declines more slowly as output increases than does any other commodity's rate of interest); how is the position adjusted? (Keynes 1936: 228) And the answer is:

As the stock of the assets, which begin by having a marginal efficiency at least equal to the rate of interest, is increased, their marginal efficiency (for reasons, sufficiently obvious, already given) tends to fall. Thus a point will come at which it no longer pays to produce them, unless the rate of interest falls pari passu. When there is no asset of which the marginal efficiency reaches the rate of interest, the further production of capital-assets will come to a standstill. (ibid; Keynes's emphasis)

The role of the money-rate of interest in the determination of the equilibrium level of aggregate investment (hence in the determination of the equilibrium level of aggregate output and employment) thus seems a good candidate to illustrate Marcuzzo's point that, like Ricardo with his "hierarchy of causes", Keynes "also holds that there are some causes which are more 'important' than others." (Marcuzzo 2014: 432;inverted commas hers). The rest of Chapter 17 of General Theory is devoted to the analysis of the reasons why this cause has, in Keynes's parlance, "a peculiar significance." The analysis of these "peculiarities"which justify what was just "a mere hypothesis" in the quotation aboveopens with the summingup of the method used previously by Keynes to answer the question "how is the position adjusted?":

In attributing, therefore, a peculiar significance to the money-rate of interest, we have been tacitly assuming that the kind of money to which we are accustomed has some special characteristics which lead to its own-rate of interest in terms of itself as standard being more reluctant to fall as output increases than the own-rates of interest of any other assets in terms of themselves. Is this assumption justified? Reflection shows, I think, that the following peculiarities, which commonly characterise money as we know it, are capable of justifying it. (Keynes 1936: 229-30) This method is to use both for every asset and for money the notion of "own-rate of interest [of an asset] in terms of itself." (see ibid: 225-7) Comparing this method with Marcuzzo's interpretation of the "natural quantity of money" in Ricardo suggests that the resemblance between Ricardo and Keynes on money should be looked for somewhere else.

A methodological resemblance between Ricardo and Keynes on money

There is a striking parallelism between Marcuzzo's methodological interpretation of Ricardo on the one hand, and Keynes's methodological stance in Chapter 17 of General Theory on the other hand. Marcuzzo uses the same adjective "natural" both for the prices of commodities and for the quantity of money and she concludes that in both cases, a "hierarchy of causes" operates, in which the cost of production (of each commodity or of gold, respectively) is "more 'important'" than accidental causes, such as "changes in the quantities [of each commodity] supplied and demanded", or "deviations in the market price from the official price of gold," respectively (Marcuzzo 2014: 432). Keynes uses the same substantive "own-rate of interest" both for every capital-asset and for money and he concludes that the "peculiarities" of money as compared with all capital-assets explain that the own-rate of interest of money hierarchically dominates the own-rates of interest of capital-assets as the main determinant of the equilibrium level of aggregate investment:

For it may be that it is the greatest of the own-rates of interest (as we may call them) which rules the roost (because it is the greatest of these rates that the marginal efficiency of a capital-asset must attain if it is to be newly produced); and that there are reasons why it is the money-rate of interest which is often the greatest (because, as we shall find, certain forces, which operate to reduce the own-rates of interest of other assets, do not operate in the case of money). (Keynes 1936: 223-4;Keynes's emphasis) Unfortunately, there is also a parallelism in that Marcuzzo's use of "natural" for commodities and for money and Keynes's use of "own-rate of interest" for capital-assets and for money face logical difficulties which undermine the generality of "the hierarchy of causes". For both authors, the problem lies in the very nature of the market adjustment. In the case of Keynes, two logical difficulties were raised by Sraffa in his manuscript notes on Chapter 17 [START_REF] Sraffa | Manuscript notes on General Theory[END_REF]. First, what Keynes called the "own-rate of interest" of a capital-asset was simply a marginal efficiency of capital, not a commodity-rate of interest (as Sraffa called it). Second, contrary to what he wrote, Keynes should have understood that in his analysis the role of the money-rate of interest in the limitation of aggregate investment is consequent upon the specific nature of money as standard of value, and not upon the supposed fact that forces which reduce the marginal efficiencies of capital-assets do not apply to money (on these two logical difficulties see Deleplace 2014). In the case of Marcuzzo on Ricardo, as shown above, the extension of the adjective "natural" to the quantity of money is at odds with Ricardo's analysis of the working of the market for gold bullion as dependent upon an institutional setup (convertibility at a legal price) which transforms this particular commodity into the standard of money and has no equivalent for any other commodity.

There is thus something common to Ricardo's and Keynes's theories of money: the notion of standardunderstood differently by the two authorsimplies that a specific magnitudethe legal price of gold in Ricardo or the money-rate of interest with a central bank "under public control" in Keynes (Keynes 1936: 235) regulates the quantity of money. But this conclusion requires recognising that the central role of this magnitude in the market adjustment (for gold bullion in Ricardo or for capital-assets in Keynes) stems from its specific nature as an institutional datum. This is the condition to pinpoint a "hierarchy of causes" in Ricardo's and Keynes's theories of money and, more unexpectedly, to suggest a methodological resemblance between the role of the legal price of gold in Ricardo and the Post-keynesian emphasis on the rate of interest being fixed by the monetary authorities.