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Scarcity and opportunity cost
Resources are scarce in relation to how much is needed and wanted. People’s wants are unlimited; they are 
always wanting more. The world’s resources are limited, however; there is a fixed amount available in the 
world.

All of the world’s resources cannot produce enough to satisfy all of the world’s wants, because only so many 
goods can be made from these limited resources.

This creates the central problem in economics:         Limitedresources
Unlimitedneeds andwants

Needs and wants outweigh limited resources

Scarcity

scarcity. The problem is how to best use the resources 
to satisfy as many needs and wants as possible. 
(A conflict between limited means relative to wants.)

Limited resources must be shared among individuals, 
groups and even nations. This is the problem of 
allocation, i.e. what needs and wants are the 
resources being used to satisfy?

Individuals have many economic problems which need decisions and which have outcomes and consequences.

Every day people are faced with hundreds of economic choices: ‘Will I buy a cheeseburger and chips, or a 
hot dog and Coke?’, ‘Will I take a bus or walk to school?’, ‘Will I study or watch TV?’, ‘Will I rent a house or 
buy a house?’

Individuals must make choices. They also have the problem of allocation.        In the market, individuals 
need to earn or receive an 
income in order to buy 
goods and services.

Economic problems

Evaluate all the alternatives and 
choices that can be made

Predict outcomes and consequences 
of decisions that have been made

Individuals have only a limited amount of money. People cannot afford to buy all the goods they want, 
so they must choose what to spend their money on. For example, Campbell has $20 to spend on music 
CDs and to hire videos. He would like to hire a cassette and buy a CD, but cannot afford both. If Campbell 
spends his money on buying CDs, he loses the opportunity to hire videos. This lost opportunity is called the 
opportunity cost. The opportunity cost of buying CDs is not being able to hire videos.

Opportunity cost applies to all economic choices, even the choice of studying for exams or watching 
television at night. You may enjoy the programme (a benefit), but you may also fail your exams (a cost). 
The opportunity cost of watching TV is not being able to do your homework.

Individuals facing the problem of scarcity must make choices about the best way to use their scarce 
resources to satisfy as many needs and wants as possible.

All choices have benefits and costs. A good choice is one whose benefits outweigh the costs.

Opportunity cost is the cost of the next best alternative foregone.

All decisions involve opportunity cost – the next best alternative that had to be given up.

There are limited resources (or means) but unlimited wants – the conflict of limited means relative to wants.

In the relationship between limited means and the need to make decisions, ‘means’ includes family, 
whanau, hapu and iwi, as well as more familiar resources.
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Questions: Consumer choice, scarcity and opportunity cost

Question One 

Leo is a university student who works part-time at a zoo, where he has been trained to look after the 
rabbits and the fish. He is very interested in protecting the environment, and volunteers at the New 
Zealand Climate Action Network (NZCAN). NZCAN is organising a march. Unfortunately this will clash 
with Leo’s shifts at the zoo.

1. In economics, means (time, skills, money) are limited. Fully explain why each of these is limited for Leo.

 a. Leo’s time is limited because:

 b. Leo’s skills are limited because:

 c. Leo’s money is limited because:

2. Link the concepts of choice and opportunity cost, using an example from Leo’s means in part a..
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Question Two

Harper is in her final year of university where she is studying food and nutrition. She would like to enter 
a weightlifting competition in the future, so she works out at a local gym when she has time. She knows 
that she needs to eat a diet that is high in protein, and chicken is her preference. As well as studying and 
working out at the local gym, Harper has a part-time job at a local health-food shop.

Fully explain why time is a limited resource for Harper. Use the resource material above to link scarcity, 
choice and opportunity cost.  Year 2019

Ans. p. 107
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Question Three

Rania is a Year 11 student. She has been training for a triathlon, a sporting event that involves a swim, 
then a bicycle ride, and then a run. Each part of the triathlon requires separate training. She also has a 
part-time job at the local swim school, teaching preschool children how to swim.

Fully explain how Rania’s decisions about her use of time and money involve an opportunity cost. In your 
answer, refer to the resource material above and link limited means, scarcity, choice, and opportunity cost.

 Year 2018
Ans. p. 107
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Question Four

Bella is an international student staying with a family in the North Island. She is planning a 10-day trip 
around the South Island in the October school holidays. Bella chose to study in New Zealand because of 
its high-adrenaline adventure tourism activities, such as bungy jumping, sky diving, white-water rafting, 
and jet boating.

Fully explain why time is a limited resource for Bella. In your answer, refer to the resource material above 
and link scarcity, choice, and opportunity cost.  Year 2017
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Question Five

Dane is 19 and currently studying towards a trade. He works part time at an indoor trampoline park 
to help pay for his course fees and living costs. He also uses the trampoline park for both fitness and 
enjoyment. Dane also enjoys spending time with his friends. He often has to make choices between the 
different activities.

Refer to the material above to fully explain how and why Dane’s choices result in an opportunity cost. In 
your answer, link limited means, scarcity, choice, and opportunity cost. Year 2016

Ans. p. 107
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Consumer choices and values
Values are our core beliefs and principles – what we think is important.

Our values determine our priorities when we make decisions.

Examples of values include:

• honesty

• looking after the environment

• respect for others

• future financial wellbeing

• enjoying friends

• respecting cultural diversity.

In economics, our values determine our decisions about:

• how we spend our limited income

• how we use our limited time

• how we use our limited skills to achieve our unlimited wants.

Katie wants to get a part-time job on Saturday selling sunglasses to earn money for a holiday with her 
friends. She also has hockey practice on Saturdays and she needs to spend some time studying for her 
internal assessments.

If Katie values spending time with her friends she will choose to work part time so she can earn money to 
go on holiday with them.

If Katie values sports and exercise she will choose to spend her Saturday playing hockey.

If Katie values academic success she will choose to spend her Saturday studying for her internal assessments.

Sometimes our values conflict with one another. For example, Katie might work part time to pay for her 
holiday, but this means when she is working she cannot be spending time with her friends.

As consumers, we need to make compromises to resolve conflicts between our values.

For example, Katie might play hockey on Saturday during the day so she can get some exercise and spend 
time with her friends, but stay home Saturday night to study so she does well in her internals; and she 
might get a part-time job on Sunday so she can earn money for the holiday to spend time with her friends.

Consumers have a set of values; their ‘values position’. A value position will affect one’s taste, preferences 
and behaviour.

Everybody has a different value position, influenced by such factors as their religious, ethnic, cultural, and 
socio-economic backgrounds.

Some of the values a consumer may have are consideration, compassion, honesty, fairness, respect, 
pacifism, a desire for conservation, hard-work ethic, etc. 

Some consumers may want to accumulate material possessions and some may prefer lifestyle options.

Because of different values, different consumers will demand different goods and services.
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Values

Decision making

Decision-making
process

ChoiceScarcity

Unlimited
needs and wants

Limited
Income/Resources

Consequences, conflicts
and compromises

Opportunity cost

Economics is a problem-solving subject and decision making is part of the problem-solving process. The 
correct way to make an economic decision is to follow logical steps.

Consequences: Things that will happen as a result or something a consumer will have to do. For example, 
the consequences of a person choosing to go to the gym might be the health benefits that person gets.

Conflicts: Friction that results when different people make different choices due to having different values. 
For example, an environmentally aware person might oppose the use of air travel due to its impact on 
global warming, whereas someone who does not support sustainability as a goal might prefer to fly. These 
opposing views could result in friction.

Compromises: A situation in which people choose to have less of what they individually desire to come to a 
common agreement with the other person. For example, a person may limit the use of air travel to only one 
flight a year to minimise the effect of his or her travel on the environment. Compromises resolve conflicts.

8  Achievement Standard 90983 (Economics 1.1)
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Questions: Consumer choices, values and conflicts, 
consequences and compromises

Question One

Leo is a university student who works part-time at a zoo, where he has been trained to look after the 
rabbits and the fish. He is very interested in protecting the environment, and volunteers at the New 
Zealand Climate Action Network (NZCAN). 

a. Identify a value that Leo is demonstrating by volunteering for the New Zealand Climate Action Network 
(NZCAN).

b. Identify a value that Leo is demonstrating by working at the zoo.

c. NZCAN is organising a march to promote the idea of 100% renewable energy in New Zealand. 
Unfortunately, the meetings to organise the march and the march itself will clash with Leo’s shifts at the 
zoo.

 Fully explain this conflict for Leo AND suggest a compromise to resolve this conflict. 

 Year 2020
Ans. p. 107
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Question Two

One of Harper’s subjects at university is about ethics. She learns that: ‘Battery-farmed chickens live their 
whole lives in cages, never see sunlight, are treated poorly and don’t have enough room for natural 
behaviours like stretching their wings.’

Harper still wants to eat chicken but she decides to only eat free-range chicken. These chickens are 
uncaged and can move freely outdoors. Battery-farmed chicken is generally cheaper to purchase than 
free-range chicken.
Sources (adapted):

http://www.abc.net.au/news/rural/2018-02-20/protests-over-caged-eggs-have-farmers-worried/9461064

https://en.wikipedia.org/wiki/Free_range

a. Define what is meant by the term ‘values’.

b. What value did Harper demonstrate when she purchased battery-farmed chicken?

c. What value would Harper demonstrate if she decided to purchase free-range chicken?

d. Fully explain the conflict for Harper in choosing between battery-farmed and free-range chicken. 
Suggest a compromise to resolve this conflict.

 Year 2019
Ans. p. 108
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Achievement Standard 90983  
(Economics 1.1): Demonstrate 
understanding of consumer choices,  
using scarcity and/or demand
1.1 Consumer choice, scarcity and 
opportunity cost

Question One
a. i.  Time is a limited resource for Leo as there are only 24 

hours in a day. (A) There are many activities he wants to 
complete in that period of time. For example, he cannot 
attend the march and do his shift at the same time. (M)

 ii.  Skills is a limited resource for Leo as he does not have the 
ability to do everything he wishes. (A) For example, Leo 
does not have the skills to look after the elephants at the 
zoo as he has only been trained in the skills to look after 
the rabbits and the fish. (M)

 iii.  Money is a limited resource for Leo as he only has income 
that he has the ability to earn. (A) For example, Leo only 
earns income from his part-time job at the zoo. This is 
limited by the number of hours he works. (M)

b.  When Leo makes a choice (decision) between different 
options, he misses out on his second-best alternative (the 
opportunity cost). (A) For example, if Leo decided to attend 
the NZCAN march, he could not do his shift at the zoo at the 
same time and earn income. (M) The cost of his first choice 
(NZCAN march) was the second-best alternative (after the 
shift at the zoo) so he missed out on it as he could not do 
both due to scarcity of time. (E)

Question Two
Time is a limited resource as there are only 24 hours in a day, and 
seven days in a week. Harper does not have enough time to do 
everything she wants to do, such as work out at the gym, attend 
her university course and work at the health-food shop. This 
demonstrates scarcity (unlimited wants versus limited means). (A) 
So Harper needs to make a choice (decision) about how she 
spends her time. When she chooses one activity over another, 
she has to give up her next best alternative, which is defined as 
her opportunity cost. (M) If her first choice was to work out at the 
gym on Saturday, then she has to give up the next best alternative 
(defined as her opportunity cost), which in this case is her part-
time job at the health-food shop. (E)

Question Three
Time is a limited resource for Rania. There are only 24 hours in 
a day and seven days in a week. She doesn’t have enough time 
to complete all the activities, training for all the sections of the 
triathlon, and teaching part-time at the local swim school as 

p. 2
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well as her Year 11 studies. This demonstrates scarcity (unlimited 
wants versus limited means). (A) So Rania needs to make a decision 
(choice) about which activities she spends her time on. When she 
chooses one activity over another, she has to give up her next best 
alternative, which is defined as her opportunity cost. If her first 
preference outside of school is to work, then she has to give up 
the next-best alternative (defined as her opportunity cost), which 
in this case is triathlon training. (M)

Question Four
Time is limited because there are only 24 hours in a day, and 
Bella has unlimited activities she wants to spend time doing on 
her 10-day trip around the South Island. She wants to go bungy 
jumping, sky diving, white-water rafting and jet boating. (A) This 
illustrates the idea of scarcity (limited time vs unlimited activities/
wants) where there are more activities to do than can be achieved 
on one 10-day holiday. Because of scarcity, Bella must choose 
which activity(ies) are most important to her, so that she gets to 
spend time doing them within the limited time that she has. (M) 

When she chooses one activity (e.g. bungy jumping) over another 
(e.g. sky diving), she has to give up her next best alternative, which 
is defined as her opportunity cost (in this instance, sky diving). (E)

Question Five
Time is a limited resource/means for Dane, because he has many 
activities he enjoys, such as working at the trampoline park, using 
the park for fitness and enjoyment, and spending time with his 
friends. However, he has only a limited amount of time (24 hours 
in a day) in which to do these activities. (A) This illustrates the idea 
of scarcity (limited means versus unlimited wants). Because Dane 
does not have enough time to carry out all the activities he wants, 
he must choose which activities he does in his available time. The 
second choice, which he misses out on, is the opportunity cost. (M) 
For example, if Dane’s first choice is to work at the park and his 
second choice is to spend time with his friends, then spending 
time with his friends is the opportunity cost. (E)

1.1 Consumer choices, values and  
conflicts, consequences and compromises

Question One
a.   A value that Leo is demonstrating could be concern for the 

environment / combating climate change. (A)

b.   By working at the zoo Leo is demonstrating that he values 
financial stability / learning about caring for animals / animal 
welfare. (A)

c.   Leo believes protecting the environment is important so 
wants to attend the NZCAN march to help promote the idea 
of renewable energy. However, the march is on at the same 
time as the shift Leo works at the zoo to earn income to pay 
for his university fees. (A) Leo has limited time and cannot 

p. 9
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