HW 3 Due Thursday, February 11, 2021

1. Suppose that it is legal to sell one’s kidney. What is the individual supply of kidney of a person
who wants to sell his kidney? Does the market supply respond with a higher quantity supplied if
the price of kidney increases?

Suppose there are arly 2 sellrs, A and B | in the markel for kidney
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They have anly 1 kidney svailable for sell. Thus | the quantity supplied
(Jor individel A &B) is fixed ol 1

A s willing and sble fo gell 1 kfdney o Ny price equal o or grealer than 100 M.

JWhile B s wiUing and sble to gl 1 kidﬂey ol 3y pice eqval o or greater than 180 M.

Therefore , the market suPp\y of kidney s ...
Nar_|<e‘£ - Pt the price oM ¢ P< 150M
| A ois able and wi\lu’ng o SUPP‘U ! kiJney
T U [— J while B does nol Supply ot oll. Thus,
I qvanh'{y suppl’ed is equal fo 1.
oom |\ - At e price Pr1so M A and B
T ; e LT willing and sble to sell 3 kidney individvally.

Theretore, quanlity supplied s tqual To 2. Euen the price. gaes extremely high | the markel
quaniity supplied would still be equal do 2 because each sellr can supply af maek wnly + Kihey.



2. Let A be a person who is willing to sell one of his kidney so that his supply of kidney is vertical
at Qs = 1 with any price at least 100 million baht. If A’s supply of kidney increase, how would
his Supply curve change?

N O

(VL [—— b

FOM | e [

; ) i .
1 7Q 1 7Q

When supply increases , the seller is willing and able o supply ot
te lower price . For example, lustraled sbove, A initially supplies 1 kidney
st the  minimum price = 100 M, then SUPPI'G increases. A now, Wauld be

able and wiling to seh & kidney oL the minimum price - 5o @,



