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Overview

1. Economic activity
2. Basis of business classification, using examples to illustrate the classification

3. Reasons for the changing importance of business classification, e.g. in developed and developing

economies



1. Economic activity

Economic activity : actions involve in production / distribution / consumption of goods and

services at all levels of society.

Type of business activity

By activity By ownership

Primary Secondary Tertiary Private Public
sector sector sector Sector Sector




2. Basis of business classification,
using examples to illustrate the classification

r ---------------

»1  Consumers .

.Meaning : involves taking raw

'materials (input) from primary
sector to produce products

'Meaning : involves providing
Eservices and distribution productsi

Meaning : involves extracts

‘natural material. -
‘from secondary sector.

(output) :
For example - For example -

_ - For example - _
Farming, Fishing, Forestry, the _ Retalls, department stores,

, _ Manufacturing, computer , _ _ _
extraction of natural materials | insurance services, hairdressing,
, assembly, bread baking |

such as oill. banking




3. Reasons for the changing importance
of business classification

De-industrialisation

: when there is a decrease in the importance of secondary sector in the countries.

For example -

In China and India , the relative importance of the secondary sector has risen since 1980s,
compared to the primary sector. However, many of the tertiary sector industries are now

expanding more significantly than both primary and secondary sectors.



3. Reasons for the changing importance
of business classification

Reasons for changes in sectors :
1. Some resources in primary products become depleted. Eg. Oll, gas

2. Most developed countries are losing competitiveness in manufacturing to the newly

industrialised countries eg. Vietnam.

3. As average income in developed countries is high, consumers tend to spend a higher
proportion of their income on services eg. Spending on travel rather than manufactured goods

which are produced from primary products.
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1. Classify business enterprises between private sector and public sector in a mixed economy
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1. Classify business enterprises between private sector
and public sector in a mixed economy

Mixed economy : private sector + public sectors in the economy

Mixed economy

Private sector

Public sector

Meaning -

- owned by government / state-owned

- Government / state-owned will make decisions
about what to produce, how to produce and what
price should be charged to consumers.

- owned by private individuals
- Businesses will make their own decisions about whati
to produce, how to produce and what price should bei
charged for it.

Objective :
- Most businesses will aim for profit maximisation
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Exercise

1. The Government of country C plans to build a new airport. A Government spokesperson said:
‘There will be external costs, but | think there will be more benefits for the local community. We
have to support businesses such as airlines in the private sector’. Eja Air is one of the world’s
most profitable airlines. Eja Air has announced plans on its website that it will operate flights to
and from country B in the future. Eja Air is a public limited company.

(a) What is meant by the ‘private sector’? [2 marks]
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