
Student 1: Low Excellence 
 
Resources are scarce as they are limited relative to the demand for them. Resources can be time, skills or 
income. In this example the scarce resource is limited money; the unrestricted donation of $5,000 from the 
XYZ licencing trusts. The Board of Trustees (BOT) needs to make a choice from the various options as to 
how the unrestricted donation should be spent, because the resource is limited they will face the problem of 
opportunity cost, the real cost of an economic decision. The BOT has indicated that they want the money to 
benefit as many students as possible, and help meet the school goals. This could also involve a 
compromise where all the groups give up some of what they want so that all groups are satisfied to some 
degree.  
 
One viewpoint is spending the grant on 5 new data projectors to be used in the classrooms; this viewpoint 
was made by the IT department.  
The second viewpoint is to spend the entire donation on new sports uniforms and equipment, and assist 
less well-off students to pay sports fees, made by the sports department. 
A compromise by Mr J Doe was to split the donation, at least $1,000 in sports department (as some money 
is better than none) and the remainder in the IT department;  
A compromise by Ms M Smith was to purchase only 3 projectors instead of 5 data projectors, and the 
balance given to the sports department. 
 
The BOT wants the money to help achieve school goals, and for the grant to benefit the most students 
possible. The main factors when evaluating each option will be the amount of people benefiting, a low 
number of people will earn a weighting of 1, and a high number of people will earn a weighting of 4. 
Another factor I will be considering is whether the department benefiting would have been able to achieve 
their aims without the donation, if not it will receive a weighting of 3. The final factor I will consider is 
whether the option helps achieve the goals set forth by the school and the Ministry of Education (MOE). If 
so it will receive a weighting of 2. This means I will be ranking the options out of 9. A negative weighting will 
be applied to each cost identified for each option. 
 
The option suggested by the sports department, to help less well-off students pay sport fees, and to 
purchase new sports gear only benefits a small number of people (1). However, the sports department 
would not be able help these people without the aid of the grant as the sports department has little funding 
apart from funding used to support core subject PE (3).  
If the money is spent on buying the uniforms then it will increase the student’s involvement in the school. 
The school’s goal to increase student involvement in extracurricular activities, therefore they can now 
achieve that goal. The costs involve wear and tear on new sports uniforms and equipment and replacement 
costs (-2). For these reasons this option suggested by the sports department has an overall weighting of 
2/9. 
The option placed by the IT department, to use the $5,000 grant to purchase 5 data projectors for 
classrooms in order to assist learning, benefits many people including students in the school as data 
projectors can be used in virtually every subject, as each class gets a data projector teachers can teach in 
a more comprehensive way and students are benefited (visual learning) to take in information (4).   
This option also helps achieve the goal set by the Ministry of Education of putting a computer into every 
classroom so teachers can communicate information to their students in a more effective manner and 
motivate students to learn and do research, helping students to get Excellence (2).  
However, there are costs involved and these include the initial cost of data projectors in dollar terms, and 
ongoing costs like repairs/maintenance of data projectors, i.e. bulbs and replacement costs (-2). For these 
reasons this option receives an overall weighting of 4/9. 

Splitting the grant money is a third option, where the sports department receives at least $1,000 and the IT 
department receives the rest to purchase data projectors. This would benefit the most people (4), and help 
meet the goals of the school and MOE (2), and assist a department that otherwise would not get funding to 
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help less well-off students pay sports fees (3).  However, less data projectors will be purchased (-1) so this 
option has an overall weighting of 8/9. 
  
 
1. Split the grant money (8/9)  
2. The IT option (4/9) 
3. The sports option (2/9) 
 

I recommend the Board should give $3,000 of the grant to the IT department for the purchase of three data 
projectors for classrooms in order to assist learning in multiple areas. The remaining $2,000 should be 
given to the sports department. The opportunity cost of this economic decision is less data projectors being 
purchased. 

This recommendation was influenced by the compromises made by Mr J Doe and Ms M Smith, because to 
guarantee that the sports department received at least $1,000 the IT option was not chosen (4/9). This 
option was not chosen because the IT department would have been able to purchase extra projectors in 
time with given funding.  

The sports option is not recommended because it only received a weighting of 2/9 and very few people 
directly benefit. Whereas, splitting the grant money will benefit most people throughout the school, meeting 
the wishes of the Board, and three data projectors can be used for every subject and less well-off 
sportspeople are also helped to achieve their goals, the sports department could not help these people 
without the grant, and the goal of putting a computer into every classroom, which was put forward by the 
Ministry of Education is also addressed, so this recommendation receives a weighting of 8/9 according to 
the important factors used to evaluate the costs and benefits of each option. 

While making this recommendation I have considered the fact that some costs and benefits are more 
significant than others. I believe that the numbers of people benefiting to be highly important and my 
weightings reflect that. Overall, I recommend that the Board give $3,000 to the IT department to purchase 
data projectors and $2,000 to the sports department to help pay sports fees of less well-off sportspersons.  

  

 
For example, annual sports fees are an ongoing cost; so is funding a small number of student fees for just 
one year the best use of the one-off monetary donation? Would this benefit the most number of students 
longer term?   
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