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Chapter 2 Types of Production

We consume, hence we produce.

2.1 What is Production?

A. Production

It is the process of turning resources into goods and services.



Are they production?

a) Playing soccer

b) Washing dishes after dinner

c) Writing diary

We classify outputs of production into consumer goods, capital goods and services.

B. Consumemr Goods

Consumer goods are goods which satisfy consumers’ wants directly. They are produced for direct consumption.

C. Capital Goods

Capital goods are goods consumed for the purpose of producing other goods 

and services.

Consumer goods and capital goods are defined by their use, not by the good itself. An air conditioner could be a consumer good or capital good, if it is installed at home, it is a consumer good; if it is installed in a restaurant, then it is a capital good.

D. Services

Services satisfy different wants in our daily lives.E.g. Commercial services, Direct or personal services, Financial services and, Social services.

Think about it:

1. Why do we produce capital goods which could not satisfy our wants directly?

Checkpoint: Do textbook’s exercise from page 33 to35.

2.2 Types of production

	Types of production
	Definition
	Example

	Primary Production
	Direct extraction of natural resources
	Farming, Mining, Fishing, Lumbering

	Secondary Production
	Turning raw materials into semi-finished or finished products.
	Manufacturing industries,  

	Tertiary Production
	Provision of different kinds of services
	Transport, Banking, Education, Retailing


A single firm may involve in different types of production at the same time. A restaurant produces food, which is a secondary production; while it also produces services to customers, which is a tertiary production. 

Interdependence of the three types of production





Checkpoint: Do textbook’s exercise from page 37 to 39.

2.3 Production in Hong Kong


(Table from Census and Statistics Department, HKSAR)

	Percentage contribution of economic
activities to GDP at current factor cost (%)
	1997
	2000
	2001@

	


	Agriculture and fishing
	0.1
	0.1
	0.1

	Mining and quarrying
	§
	§
	§

	Manufacturing
	6.4
	5.8
	5.2

	Electricity, gas and water
	2.6
	3.2
	3.3

	Construction
	5.7
	5.2
	4.8

	Services
	85.1
	85.7
	86.5

	
	Wholesale, retail and import/export
trades, restaurants and hotels
	25.7
	26.4
	26.7

	
	Transport, storage and communications
	9.1
	10.2
	10.2

	
	Financing, insurance, real estate and
business services
	26.5
	23.7
	22.6

	
	Community, social and personal services
	17.4
	20.5
	21.8

	
	Ownership of premises
	13.5
	12.6
	13.1

	
	Less: 
	Adjustment for financial
intermediation services indirectly
measured
	7.1
	7.8
	7.9

	Total
	100.0
	100.0
	100.0


-Primary production is not so important in Hong Kong, most of them are vegetables growing, fishing and rearing of animals for domestic consumption. It produced only about 0.1% of the total output in 2000 and employed 0.3% of the total workforce in 2001.

-Secondary production has been a major sector in Hong Kong, especially the light industry. But it shrinks after the 1980’s. Now they are mainly located in several industrial estates. They produced about 14.3% of Hong Kong’s total output in 2000.

-Tertiary production in Hong Kong has been the most important type of production in Hong Kong. They produced about 85.6% of the total output of Hong Kong in 2000. It employed about 83.4% of the total workforce. The major types of tertiary production in Hong Kong includes Banking, insurance, real estate, financial services, tourist industry, import and export trade, transport, storage and commmuncations, wholesaling and retailing, restaurants and catering, community, social and personal services.

Think about it: Why Tertiary industry grows rapidly in Hong Kong?

Checkpoint: Do textbook’s exercise on page 45.
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