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J. S. Mill’s Recognition of the Elasticity of Demand
in Theory of International Trade

Masatomi Fujimoto

ABSTRACT

Many economists have studied the position of J. S. Mill in the
development of the modern theory of supply and demand, especially of
the theory developed by Alfred Marshall. According to commonly
accepted ideas, ‘Mill came closer to Marshall’s analysis of demand and
the demand curve than did most of his contemporary British economists,’
but he ‘did not develop the notion of the demand function and its
properties nearly as fully or clearly as Cournot or Dupuit had done a
decade ecarlier’” However, there is no explicit reference to Mill's
recognition of elasticity of demand, just referred to his explanations
which seem to be similar to modern theories.

In this paper, firstly, I will show two types of Mill’s elasticity of
demand by graphical methods, one on the theory of supply and demand
in his Essays on Some Unsettled Questions of Political Economy (1844),
and others on the theory of reciprocal demand in his Principles of
Political Economy (1848). In both theories, Mill's elasticity of demand
is not the same concept as price elasticity of demand in modern theory,
but Mill sets the change of expenses as the standard of deciding the
elasticity, and makes 3 types of elasticity which are fixed, increased or
decreased expenses when the price changes.

Secondly I will show Mill’s application of elasticity of demand to the
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equilibrium analysis which a unique equilibrium cannot be determined,
in the New Additional Sections to ‘On international Value' in the third
edition of the Principles (1852) and in “Thornton on Labour and its
Claims (1869).”

Mill's recognition is not complete as compared with modern meaning
of the price elasticity of demand, but he applies his original elasticity of

demand to the analysis of some equilibrium problems.

Keywords : J.S.Mill; elasticity of demand; reciprocal demand;
supply and demand

JEL Classification Number : B12.
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