
Student 3: Low Merit 
 
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. 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.  
 
Options: New sports uniforms and equipment, and assist some students to pay sports fees. Compromise 
by Mr J Doe was to split the donation, at least $2,000 in sports department (as some money is better than 
none) and the remainder in the ICT department.  
5 new data projectors to be used in classrooms, compromise by Ms M Smith was to purchase only 1 new 
high tech projector instead of 5 data projectors, and the balance given to the sports department. 
 
Main factors: Increase learning for students; activeness of students; which area would benefit more from 
the money and has a bigger effect. 
 
Benefits of sports option: 
• Students would be encouraged to play sports when they have good equipment. 
• Students become more active. 
• Sports coordinators would get paid. 
• Teams wouldn’t have to pay as much money (money goes towards equipment) meaning more 

students are likely to play. 
• Better gear means more students are likely to play, widening the amount of diverse people playing 

sport which means students get to socialise more. 
Costs of sports option: 
• Students who are more into technology as a career would complain that the $5,000 should go 

towards ICT. 
• School donations from parents of students wouldn’t go towards the sports department when they 

already have enough from the $5,000. 
Benefits of ICT option: 
• Students will engage more when they have a good quality projector to learn off. They will be more 

engaged. 
• She uses them on a daily basis and it would make her job easier. 
Costs of ICT option: 
• Students would be less interested in being active and staying fit. 
• School donations would stop going to their department. 

 
1. The sports option has more benefits than costs 
2. The ICT option has the same amount of benefits and costs 
For the economic decision of: should the $5,000 donated from the XYZ licensing trust go towards 5 new 
data projectors for the ICT department and be used in classrooms or new sports uniforms and equipment. 
The limited means is the amount of income because there is not enough money for both the new data 
projectors and brand new sports equipment and uniforms. 
The money should be divided between the two options. This would be the best decision because this way 
each department gets some money instead of one getting everything and the other getting nothing. In this 
compromise $2,000 goes towards the sports department, not necessarily for uniforms and equipment, but 
to use however they please.  
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The remaining $3,000 can go towards the ICT department for their data projectors or 1 new high tech 
projector. I consider this to be the best decision based on the relative costs and benefits. Benefits being 
that if the sports department get better gear and uniforms, more students would be encouraged to play, 
increasing their active levels and making them healthy and fit. Also the fees would become reasonably 
cheaper for sports players so more students are willing to play. The fees would decrease because the 
money they were paying towards the sports coordinator could now be covered by the donation, and these 
benefits outweigh the few costs. The ICT department can now afford to get projectors they need that are 
good quality. As the quality of projectors increases students are more likely to be more engaged in the 
lessons, and make operating the projectors easier.  
The costs were limited but effective in helping to reach this recommendation, because if all the money went 
to either department, the opposing department would be unhappy, and the receiver of the donation would 
receive less of the school fees, so would also be rather unhappy. Therefore, the money being donated by 
the licensing trust should be divided between the two departments as everyone would be reasonably happy 
with this compromise.     
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