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Although discussion of the determinants of market prices dates back to at least
the seventeenth century, the woods “supply” and “demand” used conjointly
did not appear until much later. However Peter Groenewepen's statement that
“supply and demand™ did not “become a common expression in cconomic
literature till the beginning of the cighteen-twenties” (1973, p. 509) surcly is
unfounded. This article attempts to indicate the origins and subsequent use of
the couplet “supply and demund” in British economic literature.

On the basis of a cursory inspection of seventeenth century literature it can
be said that “supply” as o noun was rarely used and “demand” in conjunciion
with “supply” not at all. Rather we find expressions such as “scarcily and
plenty”, and “quantity and vent”. John Locke, for instance, wrote of price
being regulated by “"Quantity in Proportion to ... vent " {196%, p. 52). One of
the very few writers lo use "demand” as 4 noun in the seventeenth century wis
Sir Dudley North in 1691, but not in conjunction with “supply” or even
“quantity™.

‘The first writer to use the noun “demand” in conjunction with “quantity”
was John Law in 1705. As against Locke, he insisted that “the Prices of Goods
are not according to the Quantity in Proportion to the Vent, but in Proportion
to the Demand" (17085, p. 5). Law's “quantity and demand” terminology soon
became common usage appearing in, among others, Defoe in 1730, Hume in
1752 and Harris in 1757,

Stilt later we find “demand” combined with the verb “supply™ asin Decker's
*“a vast Demand will certainly raise their Prices; but not being able to supply
Quantities sufficient .. .” (1744, p. 68). Adam Smith also combined “demand”
with the verb“supply”, firstin his Lectures (1762-63), and then in his Wealth of
Nativns on several occasions in the famous chapter on “Natural and Markel
Prices”. Bul the first writer to use the nouns “supply” and “demand” in onc
sentence was Sir James Steuart in 1767, where we find it some 17 times.?

*Fhanks are due to John P. Henderson of Michigan State University and Denis (Y'lirien of the
University of Dugham, and most particularly to Peter Groenewegen for his help and cooperation.

! I also appears on one occasion in John Mitchell's litle known Present State of Geeat Britain
{1767). We owe the references to Steuart and Mitchell to Peter Groenewegen, who himsell is
indebted for the information o Richard Wiles of Bard College, with whom we hive corresponded.

¥ The number of usages of “supply and demand® recorded in ali that follows ehyiousty is «

minimum since the number of pages scunocd was well into the thousands. Additionally, seme
authors who may have used 1he terminolugy in our period we probably completely missed.
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Why it was that Stewartintroduced the “supply nd demand” terminology is
not immediately obvious and, indeed, he was not at all consisient in ils usage.
More often than not he repeated John Law's expression “guantity and
demand®. However. in Book 11, “Of Trade and Tndustry”, Stevart introduced
the nomenclature “supply and demand™ on a number of occasions to explain
how competition (or the statesman) proportions the “supply to the demand”
{vol. 1, pp. 214,269, 356). and fater on to discuss the “circumstance which raises
the price of labour®”, i.e., “the dema nd of the market must be greater than the
supply™ (vol. 1V, p. 205: also, vol. V, p. 289).

In the carly nincteenth century although one finds references to Steuart’s
wiilings, as ayck long ago indicated “James Stevart’s Political Feconomy had
no very wide influence™ (1939, p. 37). Such, of course, cannot be said for Adam
Smith's Wealth of Nations where we find the couplet “supply and demand” on
14 oceasions. Indeed, within one 42-page stretch of Book [ (in the chapter on
“Rent™ and even more so in its "Digression Concerning the Variations in the

raluc of Silver”} Smith uses the “supply and demand™ terminology 12 timesas
he deseribes the effects on the market price of silver from differential growth
rates in its “supply and demand™.* Conscquently, we may very well owe the
widespread use of the expression “supply and demand” to the Wealth of
Nations. since many recognized authors who repealedly used the phrase often
referred to Smith. Intercstingly, however, apparently the only onc who
actually quoted a passage from the Wealth of Nations, in which the expression
“supply and demand™ appeared, was Sir Edward West in his well-known
pamphlel, Essay on the Application of Capital to Land (1815, p. 32).*

As Table t indicates, the first political economist to use “supply and
demand in the nincteenth century was Roberl Malthus in his pamphlet, The
High Price of Provisions, where it appeared on 4 occasions. For example,
referring to Adam Smith's discussion on “Natural and Markel Prices”
Malthus semarks that in times of scarcity “nalural price is nceessarily
forgotten and . . . actual price is regulated by the cxcess ol -demand above
supply™ (1800, p. 5). And in Malthus influential 1803 edition of his Essay on
Population he used “supply and demand™ 21 times. In these carly ycars of the
new century the expression also appearcd in several arlicles by Horner and
Brougham in the Edinburgh Review, in Henry Thormon's widely read The
Paper Credit of Great Britain, as well as in Robert Torrens' The Economists
Refited. So, prior to the discussion on the high price of bultion in 1810, the
main sources of the “supply and demand” terminology were: Sir James

Y Notwithstanding, Groenewepen has staled that while Adam Smith often used 'l‘he ‘}'uzds
“supply” and “demand™ he “did not usc the noun ‘supply” in this conlext, but the verh™, asin "to
supply the eMectual demand™ (1973, p. 507). . .

¢ Another possible cighteenth century source of the “supply and demand” terminology may
have been Dugald Stewart's lectures given at Fdinburgh between 1790 and 1809, Although not
published until the mid- 18505, the lectures, which made considerable use of the “supply arld
demand” terminology, were altended by a number of students who later used the nnmen-clalurem
their own publications. These included, in addition to Lauderdale and James Mill, Francis Horner
and Henry Beougham writing in the early issucs of the Edinburgh Review.,
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TABLE 1 TABLE | continued

Usayes of the expression *supply and demand’™ prior to Ricurdo's Prindiples® Usanges of the expression “supply and demand™ prior to Ricarda’s Principles*

Date  Author Publication No of Date  Author Publication No. of
tines times

1767  Juhn Mitchell Present State of Great Britain avid Ricardo igh 'rice o linn, ndix
1767 Sir Jumes Steuart Principles of Potitival Evenemy I’II It David Wieards lhﬁ)ldlll?tflilif(f:\u‘  Aree
17722 Sir James ?Icuall Considerations on . .. Fanark | 111 CGieorge Chabners Consideration on Commerce, Bullion
1776 Adam Smith Wealth of Nativns, st ed. 12 and C'oin 1
1784 Adam Smith Wealth of Nations, Additions 1o 2nd ¢d. ) 1811 Dugald Stewart Noles on the Bullion Report® i0
1300 Thomas Robert Malthus  High Price of Provisions 4 1R12  Raobert Torrens Eseay on Money and PPaper Currency 72
1802 Henry "I!_mmlun Enquiry intw ... Paper Credit 1) 1812 Thomas Smith The Dullion Question 1
1302 l‘amcs Mill Anti-Jacobin Review and Magazine 1 tRIY  Henry Parncll Parliamentary Dehates on Corn Laws 5
1803 Thomas Robert Malihus  Essay on Population, new {20y ed. b 1814 David Buchanan Buchanan's edition of Wealth of Nations 2%
1803 I-‘mw!s Hotner l-?d!nburgh Review (January) () 1IX14  Themas Robert Malthas  Observations on the Corn Laws 10
1803 Francis Hormer Edinburgh Review (July) q IR14  James Mill Yeclectic Review (July) 1
1803 Henry Brougham Ldinburgh Review (Octols) 1 1814 Lord Landerdale A Letter on the Corn Laws 13
1503 John Wheatley Remarks on Corsence & Commcice 2 IRIS  David Buchanan Edinburgh Review (Fehruary) i
1304 Lord Luuderdale Im!uity intu ... Pubtdic Wealth Y (K15  Thomas Robert Malthus  Inquiry Into ... Rent 2
1534 llcmy'l'iluuglum Ldinbuigh Review (July) ) 1R15 ‘Fhomas Rabert Malthus  Grounds of an Opinion !
I8 Lord King Restrictions on Payments in Specie L 1R1S  Sir Edward West Applications of Capital to Land 3
1303 Jamus Mill Literary Journal (Ociobes) 2 IRI5  Robert Torrens Essay on External Corn Trade 18
1804 Jumes Mill Essay on Bounty ... of Comn 2 RIS A. Robinson Parliamentary Debates (Corn Laws) ]
l!f(}l Francis I_Iomcr lfgitnbu:gll Keview (October) k) 1IR1S  Francis Horner Partiamentary Dcbhates (Corn Laws) 1
1604 Jumes Mill Literary Journal ((ktober) l IR16  Robert Torrens Letter (o the Earl of Liverpool ]
1807 Homer/Brougham Edinbuigh Review (July) 2 IR16  William Jacob Inquiry Into . .. Agricultural Bistress 5
1507 John Wheatley Essay ou the Theory of Moncy | 1816 ). R. McCulloch Fssay on... Reducing Interest 13
1807 Thomas Robert Malthus  Leiter 1o Sainuel Whithrcad t 1R16 P Colguhoun Epitome of a Scheme of Finance 7
1807  lenry Broughain Edinburgh Review (October) 2 1R16  Jane Marcet Conversations in Political Economy 14
1808 Robert Totrens Economists Refuted 2y 1817 James Mill Felectic Review (IFebruary) 2
1808 James Mill (:unm_mm l')cfcmfcd b3 1%17 Roberl Forrens Reducing the Poors Rales 10
:ggg ifuncs ::!ll lic.ln-'tfc Rcv!cw (February) 4 1817 Alexander Crombie Letter to 13. Ricardo, Esq. (7 April) 2

ames !II I:u.!ccllc Heview (June) | 1817 Thomas Robert Malthus  Additions to . . . Essay on Population® 1}
1808  James Mill Edinburgh Review (Oclaber, 1808) |
1809  Henry Brougham Edinburgh Review (Junuary) 4
1810 Francis Hoener Parliamentary Icbates {Hullion) | 1) !
1810 Spencer Perceval Parliamentary Debates {(Hullion) 1
1810 Henry T hornton Parlivmentary Debates (Bullion) i * Citations inctude the phrase “supply and demand™ and the words “supply” and “demand”
1810 N. Yansitlari Parliamentary Debates (Bullion) I used conjaintly within a sentence.
1810 Davies Giddy Parlisinentary Debates (Bullion) I %These “Notes™ Stewart sent Lord Lauderdale between February and April 1811, although
1810  Commitiee Report On the High Price of Bullion 6 technically they were not published until much later when Stewart’s Coliected Works appearedin
1810 S. Cock Examination of the Bullion Committee 4 1856. T he published Jectures were “taken from M. Stewarl’s older [$R00-1809] manuscripis” in
1810 John Hill Inquiry -, . High Price of Bullion ¥ which the phrase “supply and demand” appears an additional 11 times, for a tolal of 21,
1310 Charles Bosunguct Practical Observations 3 « Malthus® fifth edition of his Essay appeared in June 1817, and presumably the “Additions™
1810 George Ellis Quarterly Review (November) 4 were published shortly before this time, although possibly a litile after Ricardo's Principles
1810 Coults Trotter Principles of Currency and Exchanges i (19 April).
1811 Ellis & George Canning  Quarterly Review {February) I # page references for the above items and others mentioned in the text are available from the
1811 Thomas Robert Malthus  Edinbusgh Review (February) 2 author upon request.
1811 Thomas Robert Malthus  Fdinburgh Review (August) 2
:3:: :;cn'ry 'I(!l_:;:lnlun Two Speeches on Bullion Repon I

avies (i fain Stateme i st .
BIL N Vensittar gubs":;:‘L‘:;El'.'"“‘:r;:)‘:c{_’lﬂ“’" Question f Steuart, Adam Smith, Robert Malthus, Henry Thornton, Robert Torrens and
181t A. W. Rutherfurd Hints from Holland | \he Edinburgh reviewers, a rather impressive list.
:::: E:’r‘;‘;; a::;:‘c"-' :')‘g:c'::;l’ilzj;';-(":allu??l Currency I Then in the iwo-year period, £810-12, beginning with Francis Horner's

% .« Currency of England 2 P . . .

1811 D. Boileau Introduction to .. . Political Economy (0 motion in the house of Commons advocaling a Select Commiltee to look into

e eae el e e

the “Bullion Question”, the phrase “supply and demand” was contained in 26
publications, appearing (50 times. And in the 181315 period, when the Corn
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Law debate dominated public discussion, “supply and demand™ was again
used on over 80 occasions. In all, between 1767 and carly 1817, as Tuble |
indicates, the nomenclature “supply and demand” appears in 77 publications
in which it was used some 472 times! It would thus appear that Groenewegen,
in the only prior examination of the origins of the “supply and denvand®
terminology, is mistaken in attributing the wide spread use of the phiase to
the publication of Ricardo’s 1817 Principles.

Groenewegen’s further contention that it was Ricardo who fiest stressed the
importance of the doctrine is comradicted by an examination of writers who
did precisely this long before Ricardo published.

Ascarly as 1769 Steuart stressed that prices are determined by the “principle
which regulates the prices of all commodities, viz. the proportion between the
demand and the supply..."” (vol. V, p. 289). And in 1802 in his seminal work on
centzal banking Henry Thornton wrote “it is conmonly said, that the price of a
thing is regulated by the proportion between the supply and the demund”
(1802, p. 193, italics added), in 4 virlual paraphrase of Stevart, Itis interesting
that as early as 1802 Thornton could speak of “supply und demund” being in
“common” use. The following year, in the new edition of his Essay, Malthus,
after giving all circumstances which might affect market prices their “due
weight” insisted that “more powerful than all the rest combined . . . is, the
proportion of the supply to the demand”, und he was aghust that “when the
demand for provisions is greater than the supply [politicians thought it
possible] by publishing a particular edit, to make the supply at once equal 10,
or greater than the demand” (1803, pp. 462, 407).

By the turn of the nineteenth century, as the above citations make clear, the
nomenclature “supply and demand” was used as an explanation of market
price determination, us indeed it continued to be. Jumes Mill, for example,
writing in the Edinburgh Review stated : “The price of any article, or its valuein
exchange, is determined by the proportion which supply beaes to the demand™
(1808, p. 53; cf also 1802, p. 265).

That sume year in his The Economists Refited, Robert Torrens repeatedly
insisted that “Demand atways regulates supply” (1808, pp. 33, 44, 88, 95). And
this asserlion was repeated twice in his 1812 Essay on Money, and thrice in his
External Corn Trade of 1815 in which he dogmatically maintained : I there
be, in the whole compass of this science, a principle universully admitted, and
completely incontrovertible, it is, that demand regulates supply” (1812, pp. 30,
63; 1815, pp. 52-53, 212, 246-247). Torrens here uses the phrise in i macro-
sense, unlike the previous writers we have ciled.

In attempting 1o account for the high price of bullion in the years 1810-12,
many authors fell back upon the principle of “supply and demund”. On 1
February 1810, Francis Horner rose in the House of Commons to move for the
appointment of a Select Committee to study the “Bullion Question™ and in his
speech used the phrase, as did the Chancellor of the Exchequer in his reply.

The following June the Reporl of the Bullion Commiltee appeared and it
also made use of the phrase. A flood of publications on the Bultion Question
followed and, as Table I indicales, many of them used the phrase, bul none
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more forcibly than Davies Giddy (a member of the Comimittee) when he wrole
“Na proposition seems more firmly established, more universally acknow-
ledged, than that which declares the valuc of all commaoditics to depend on the
supply and the demand ™ (181, p. 11). A few months carlicr Malthus, writing in
the Edinburgh Review, commended Ricardo's recently published pamphlet on
Bullion, saying that it was founded upon the “grand doctrine” from which
follows the “gencral principles of supply and demand, which are un-
questionably the foundation on which the whole superstructure of political
cconomy is built™ (1811, p. 341).

In view of these repeated assertions as to the importance of the principle of
“supply and demand™ for the determination of market prices in the pre-1817
literature, it would scem Groenewegen is mistaken when he maintains that (1)
“(he phrase was first given prominence....in the title to chapter 30 of Ricardo’s
Principles”, and (2) that it was Ricardo who first uscd the “supply and demand”
nomencliture in a micro-analysis of the determination of market price.® Also
Groenewegen's main conclusion, that we owe the “supply and demand”
terminolopy to Ricardo, even ignoring the findings of Table I, scems a litlle
strange since Ricardo relegated the “supply and demand” analysis to the
temporary short-run phenomena of markel prices, whereas the delermination
of tong-tun natural exchange valucs was a function of costs of production,
Indeed, Ricardo's chapter 30, “On the Influcnce of Demand and Supply on
Prices”, was wrilten to belittle “supply and demand” analysis, maintaining
(hat: “Itis the cost of production which must ultimately regulate the price of
commaoditics, and not, as has been often said, the proportion between the
supply and demand . . . an axiom in political cconomy [that] has been the
source of much error™ (1817, p. 382).

Malthus, on the other hand, used the “supply and demand” apparatus for
both short-run and long-run analysis, and indced, much of the running
controversy between Malthus and Ricardo centred precisely upon this
distinction. On the face of it, one would have thought, as between Ricardo and
Malthus, it would have been Malthus and not Ricardo who first introduced
the phrase. And such seems to have been the case.

As Table | shows, Malthus had used “supply” and “demand” in print over
50 times by carly 1817, whereas during this period they appear in Ricardo's
wrilings only in the Appendix to the fourth edition of his pamphlet on Bullion,
and then he is quoting Malthus' use of the phrase (Works, vol. 1T, pp. 103-104).
But that Ricardo in all likelihood learned the expression “supply and demand”
from Malthus is best seen by examining their correspondence between 1814
and 1816 where the words “supply” and “demand"” appear together on more
than 50 occasions.

It is interesting that in Ricardo’s first letter to Malthus he used the words
“supply” and “demand” in discussing Malthus' Edinburgh Review article on
the “Depreciation of Paper Money" in which the phrase had appeared and the
“nrinciple of supply and demand” emphasized. But numerous uses of “supply”

3 Letters to the author dated 28 April 1981 and 3 August 1982.
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and “demand™ in the correspondence by both Malthus and Ricindo begin in
1814 after Malthus wrote of the “proportion of demand to the supply which is
always the main point in question™, Within the week Ricardo replied, quoting
Malthus’ “the proportion of demand to supply, which is atways the main point
in question”, adding, hewever, "but | do not agree even Lo this explimation™
(Works, vol. VI, pp. 117, 121).

Soon Malthus and Ricardo were discussing the concepl of demand and that
September we find Matthus writing: 1 cannot help being of opinion that these
high profits always indicate a comparative excess of demand above supply,
even though the demand and supply shoutd appear to be precisely equal®
(Worky, vol. VL, p. 131). Early in 1815, Malthus againcomplained : *Under the
circumstances that you suppose it is contrary 1o every principle of supply and
demand . . ;" and in October he reiterated the point saying, "1 only want to
make you allow, according to the same great principle of supply and demand
that . .."” Within the week Ricardo replied, 1 acknowledge the effects of the
great principle of supply and demand in every instance, butin this, it appears
to me that the demand will enlarge at the same rate as the supply ..." (IVorks,
vol. VI, pp. 222, 296, 301).

The exchange coatinued with Malthus insisting, “your doctrine of the
indefinite demand for capital without reference to a proportionate increase of
population, is an assumption, directly in the tecth of the great principle of
supply and demand, and uniformly contradicted by experience” ($#orks, vol,
VI, p. 319). By 1816, the two writers use the phrase so often, another 26 times
before Ricardo’s Principles was to appear, that there can be no doubt it had
become an accepted and useful part of their vocabulary in writing on political
economy, as indeed, it had been for Malthus since 1800,

In conclusion, our rescarch points to Sir James Stevart and Adam Smith as
the eighteenth century authors whose writings first introduced the “supply and
demand” terminology which thus appears to be a Scottish innovalion, and as
Groenewegen recently suggested in correspondence, it was “Iransmitied from
Steuart and Smith via the Edinburgh Review and Dugald Stewarl to the
English speaking world™.® In the opening years of the nineteenth century the
phrase was repeatedly used, and the principle of “supply und demund™ stressed
by several important political economists: in the discussion of market price by
Malthus, Thornlon, Horner and Brougham, and at the macro-level as well as
by Torrens und Jumes Mill. All of these writers were to some extent influenced
by Sir Jumes Steuart and Adam Smith, with the latter undoubtedly being the
more imporiant. In the following decade public discussion on the “Bullion
Question” and the “Corn Laws” called forth innumerable works where the
expression “supply and demand” can be found on several hundreds of
occasions prior to the publication of Ricardo’s Principles. And, again, the most
frequently ciled authority was Adam Smith,

Perhaps, then, it is not an exaggeration (o say we owe the “supply and
demund” terminology to Adum Smith. As for Ricardo, he was a late comer in

® Letter to the suthor daled 3 August 1982,
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the parade of uscrs of the phrase, and in all probability imbibed the expression
from his correspondence with Robert Malthus.
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