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Solutions: Choosing amongst projects 

1. One could choose all those with positive net benefits, namely, projects A, B, C, and D. 
2. Project B offers the largest net benefit and therefore should be the one selected.
3. Under the budget constraint, net benefits are maximised by choosing projects A and the combination of C and D (this is superior to only choosing project B).
[bookmark: _GoBack]Note that the decision to choose a project depends on several factors. In these examples, we are comparing the costs of a project with the benefits it provides in monetary terms, but it is not always possible or easy to identify and value all costs and benefits. Hence, the outcome of the cost-benefit analysis depends on both the identification of the costs and benefits, and their pricing or valuation in monetary terms when this is possible- given justifiable use of time and resources. Ultimately, decision-making depends above all on the objectives of the decision makers, but choices can be better informed by consideration of economic costs and benefits as far as is possible.


	
	Costs
	Benefits
	Net benefits

	Project A
	3
	12
	9

	Project B
	10
	28
	18

	Project C
	4
	8
	4

	Project D
	7
	9
	2

	Projects C and D
	9
	23
	14

	Project E
	12
	10
	−2

	Project F
	13
	12
	−1
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