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Abstract

According to neo-classical economic theory, in a functioning market, the possibility of a shortage occurring for an economic good is eliminated by allowing the price mechanism to operate freely, so that the demand for, and supply of, a good will always be equilibrated at a price agreed upon by the market participants. Later economic theories argue that the market can sometimes fail in ensuring that supply and demand meet at what might be considered a socially desirable level, in which case, adverse economic conditions such as shortages will develop. When this happens, it is argued that the only manner in which these problems can be remedied is if government, or its appointed agents, participates in the economic activities of private parties in order to ensure that resources are controlled through a non-price mechanism such as a central planner.

These two systems of procuring and allocating resources will be critically evaluated for both their benefits and costs, together with a third system combining features from each of them that allows people to behave in an altruistic fashion and provide resources to others at a price below market clearing levels. The economic value of each system is then considered with respect to a real life case where economic problems relating to the supply of precious goods, namely blood and human organs, exists. Here, the present system of altruistic donation has failed to ensure that the supply of these highly desirable medical inputs could meet the demand that has been expressed for them by patients, with the result being much human suffering due to the shortage that exists. The historical reasons for why these shortages have developed and continue to exist will be examined, along with details pertaining as to how efforts have continuously been made to develop ways in which these goods could be conserved and more efficiently used and acquired by means of non-market mechanisms, to no avail. 

The primary objective of this thesis is to determine whether a change in procurement system from a zero-price donation system (which has its roots in public sector based economic policies) to a price oriented, market system would help ensure that greater quantities of these goods could be provided to members of the public that require them. Here, it is hypothesised that both commercial blood donation and the trade of organs could provide benefits that far outweigh the economic costs and risks involved.
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