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Generation Elect is a large company that generates electricity. The company has 6 power stat
use gas and 2 power stations which use water to produce electricity. The directors of Generation
are considering building a new power station near New City.

New City is the capital of Country X.
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Generation Elect

It has been growing rapidly over the last 10 years as new

businesses have set up and existing businesses have expanded. The population of the city also has
grown as people from surrounding towns and villages have moved into New City in search of jobs. The
supply of electricity has become a problem with more and more power cuts occurring. The income of
employees has been rising due to wage increases and working more hours.

Generation Elect is planning to build a dam across the main river in the country. A dam blocks a river
and creates a reservoir of water. Electricity is made as the water passes through the dam. This new
power station would provide all the electricity needed by New City.

The reservoir behind the dam, if built, will be used by Generation Elect to provide leisure facilities for
people from New City. They are considering having either the hire of power boats or fishing on the

reservoir.

Appendix 1

Map of the proposed area for the dam
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Appendix 2

New City Times

Will we benefit from the new power station?

Environmental groups have been protesting as Generation Elect plans to build a dam over the country’s
main river. The government claims there will be more power cuts if the dam is not built. Businesses
risk losing a lot of output and profit. Environmental groups claim the dam will destroy thousands of
acres of good agricultural land and food supplies will be cut. Imports of food will have to be increased
which will have a negative effect on Country X's exchange rate.

Many people will be forced to leave their homes and move to another area. However, a Government
spokesperson said the future growth of the country could be reduced if the dam is not built.
Appendix 3

Estimated costs and revenue to operate the
Power Boat and Fishing leisure activities per week

Power Boat costs $ Fishing costs $
Salaries of office staff 600 Salaries of office staff 500
Rent paid for office 100 Rent paid for office 100
Lighting and heating of office 50 Lighting and heating office 50
Cost of petrol for each power Cost to clean and repair one set
50 e . 10
boat per day of fishing equipment per day
Price to hire each power boat Price to hire one set of fishing
100 : 25
per day equipment per day

Generation Elect would purchase 24 power boats or 100 sets of fishing equipment to be used 7 days
a week.

It is estimated that the average demand will be 50% of the fishing equipment or 50% of the power
boats per week.
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Identify three stakeholder groups affected by the building of the dam.

Stakeholder groUp 2: ....oooveiiiiiii
Stakeholder group 3: .. [3]

For each of the stakeholder groups listed in (i) explain how they would be affected
by the building of the dam.
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(b) Generation Electis a public limited company. Explain how the objectives of the
might be different if it was owned by the government.
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(iii)

.............................................................................................................................. [4]
State two examples of social (external) costs of the dam.

COSE L i
L0 ] PR [2]

State two examples of social (external) benefits of the dam.
2T 0= 11 A PR PRI

BNt 2. e [2]
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(b) Using all of the relevant information available to you, discuss whether or not the
of the dam will be beneficial to Country X.
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3 (a) Generation Elect will need to recruit construction workers to build the dam.

Outline the recruitment and selection process Generation Elect will need to follo
employ these workers.
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(c) All skilled construction workers in Country X are members of a Trade Union.
think this is an advantage to Generation Elect? Explain your answer.
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(a) Generation Elect intends to use the reservoir behind the dam to provide either
of power boats or fishing equipment for the people of New City. Should Gene
Elect use primary research or secondary research to find out which activity will be
most popular? Justify your choice.
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(b) (i) There are no similar leisure activities near to the site of the reservoir. The
Manager is considering using price skimming when setting a price for th
leisure activity. What is meant by price skimming?

(i) Advise the Marketing Manager on alternative pricing strategies that could be used
for the new leisure activity.
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5 (a) (i) Using the information in Appendix 3, explain the difference between fixed c
variable costs.

(i) Explain the possible financial problems that might arise for Generation Elect if the
actual costs of the hire of power boats or fishing equipment were higher than the
estimated costs shown in Appendix 3.
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(b) On the basis of the cost and revenue information in Appendix 3, would yo
Generation Elect to provide power boats or fishing equipment for hire? Give reaso
your choice.
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