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Resources are scarce as they are limited relative to consumer’s unlimited wants. The limited means are 
time, skills and income. In this situation the scarce resource is limited income; 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 of $5,000 should be spent, because the resource is 
limited they will face the problem of opportunity cost, the real cost of an economic decision. Time is also an 
issue as the Board need all the recommendations to be handed in before their next meeting, and lack of 
necessary skills in collecting all the relevant information from groups with differing viewpoints may affect the 
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.  
 
There are two options in how the $5,000 can be spent. Viewpoint 1 is to spend the money on 5 new 
projectors which was made by the IT department. Viewpoint 2 was to spend the $5,000 on new sports 
uniforms and PE gear which was made by the sports department. A compromise they were prepared to 
make is to spend $2,500 on PE gear and $2,500 on 2 new data projectors and 3wii remotes. This means 
both parties will be satisfied. 
 
The main factors that I will consider when evaluating each option will be how many people will be satisfied, 
and how many people will benefit from the options. I will also consider the viewpoints/opinions of 
teachers/students from each department and the outcome on spending the money (the results). Also, I will 
consider the effect on the future generations (people who are going to come to ABC College). 
 
Sports department: 
• A benefit; if the money is spent on buying the uniforms for the sports departments 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 their goal (3). 

• Another benefit: The uniforms are cheaper therefore students do not need to worry too much as it is 
now less expensive to play sport so more students will be willing to play sports and this is what the 
school wants (3). 

• A cost will be fewer projectors in all the classrooms and therefore the classrooms will have to use 
blurry projectors (2). 

• Another cost: The $5,000 is not enough for the sports uniforms and equipment therefore it will not 
have such a big effect and because the projectors need replacing every 3-5 years the IT department 
could have used the money more (1). 

IT Department: 
• A benefit is there will be more impact on teachers and students around the school as each and every 

class uses data projectors, teachers can teach in a more comprehensive way and students are 
benefited (visual learners) to take in information (3). 

• Another benefit: Teachers can communicate information to their students in a more effective manner 
e.g. you-tube. Hence, then motivating students to go on these sites at home and learn, and do 
research, or homework helping students to strive for excellence (3). 

• A cost is if all the money is spent on projectors then they could be seen as preventing healthy eating 
and exercising to the students in our school, as obesity is a serious issue (2). 

• Another cost is that not all classrooms will get a new projector as only 5 can be purchased for the 
money and those with none will get first priority over those who need theirs replaced (2). 

Split the money: 
• The benefits of this include both departments receiving money for equipment and they will be happy 

with the decision. There will be more participation in sports and promote healthy 
eating/exercising/involvement in the school (8). 
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• The cost is that $2,500 may not be enough to buy valid equipment, so not make much of an impact 
for either department (2).   

 
1. Split the money has more benefits (8) than costs (2) so overall has a weighting of 6 
2. The sports option has more benefits (6) than costs (3) so overall has a weighting of 3 
3. The IT option has the more benefits (6) than costs (4), but overall has a weighting of 2 
My recommendation is that they both compromise and split the money fairly in half so both departments 
can benefit.  
The PE department can get more uniforms so it is less expensive for students to play a sport. This 
increases student involvement in the school and the benefits are 6/10. Obesity is a serious issue in NZ so 
promoting less expensive sports gear is great for future generations. This is also the best option as they 
can now afford to get 2 new projectors and 3wii remotes, both teachers and students benefit by this 
decision and also has a weighting of 6/10, same as the PE department.  
The benefits (8) for the compromise significantly outweigh the costs of the other 2 options. The sports 
option did have about 65% support as the majority of students play sports and would be satisfied with this 
option but the costs of this option (3) are higher than the cost of the compromise (2). Overall the 
compromise should be chosen as the best option and would be the best economic decision the Board 
could make. 
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