⭐ SUMMARY: FACTORS OF PRODUCTION 
Before goods and services can be made, we need to understand the production process:
➡️ INPUT (things we use)
➡️ PRODUCTION PROCESS (making the goods/services)
➡️ OUTPUT (finished goods/services)
🌟 WHAT ARE FACTORS OF PRODUCTION?
These are the resources used to make goods and services.
There are four factors of production:
1. Natural Resources (Land)
2. Labour
3. Capital
4. Entrepreneurship
🌱 1. NATURAL RESOURCES (LAND)
Definition: Things found in nature that we use.
Examples: Water, wood, minerals.
Use example: A furniture business uses wood to make tables.
Compensation (payment for using land): Rent
Why important?
· They provide raw materials for everything produced.
· Some resources are renewable (wood, water) and some non‑renewable (oil, minerals).
👩‍🏭 2. LABOUR
Definition: The human effort used to make goods and services.
Compensation: Wages or salaries
Types of labour:
· Skilled workers: Trained workers like electricians or nurses.
· Semi‑skilled workers: Some training, e.g., machine operators.
· Unskilled workers: No special training, e.g., cleaners, farm workers.
Labour can be:
· Physical work (e.g., construction)
· Mental work (e.g., computer work)
⭐ Why workers are important:
· They produce goods and services.
· They bring skills and ideas.
· They provide customer service.
· They help with administration.
· They shape the business culture.
🇿🇦 Important labour laws in South Africa:
· Basic Conditions of Employment Act: Working hours, leave, overtime.
· Labour Relations Act: Rights to join unions.
· Employment Equity Act: No discrimination.
· Occupational Health & Safety Act: Safe workplaces.
· Compensation (OHS): Workers must be compensated if injured.
💰 3. CAPITAL
Definition: Money, tools, machines, and equipment used to produce goods.
Examples: Tractors, delivery trucks, computers.
Types of capital:
· Borrowed capital: Money from a bank.
· Own capital: Using your own savings.
Why capital is important:
· Increases productivity.
· Helps businesses make more products faster.
Compensation for capital: Interest
(Extra money earned on money invested)
💡 4. ENTREPRENEURSHIP
Definition: The ability to start and manage a business.
Entrepreneur: A person who takes risks, has ideas, and brings all the factors of production together.
Role of an entrepreneur:
· Spots opportunities
· Comes up with ideas
· Takes risks
· Starts new businesses
Examples:
· Someone creating a language‑learning app.
· Someone opening a restaurant.
Compensation: Profit
(What is left after costs are paid)

🧾 IN SUMMARY
	Factor of Production
	Meaning
	Examples
	Compensation

	Natural Resources
	Things from nature
	Wood, water
	Rent

	Labour
	Human effort
	Skilled, unskilled workers
	Wages/Salaries

	Capital
	Tools, machines, money
	Computers, trucks
	Interest

	Entrepreneurship
	Ideas + risk-taking
	App creator, restaurant owner
	Profit
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🏭​ Production Resource Analysis
​
Quick Review: The Four Factors
	Before analyzing the scenarios below, recall the four key ingredients needed to produce goods and services:

1. Land (Natural Resources): Materials from nature (e.g., water, wood, oil).
2. Labor: Human effort, both physical and mental.
3. Capital: Man-made tools, machines, buildings, and money.
4. Entrepreneurship: The vision and risk-taking to combine the other three.
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​
Scenario 1: The Gourmet Food Truck
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	Sarah decides to open a food truck called "Taco Heaven." She buys a used truck and outfits it with a grill and refrigerator. She hires a cook to help her make the food and a cashier to take orders. She buys fresh vegetables, meat, and tortillas from a local farm. Sarah manages the finances and creates the menu herself.



​
Identify the specific resources from the scenario for each factor of production:

	Factor
	Specific Examples from the Text

	Land
(Natural Resources)
	


	Labor
	


	Capital
	


	Entrepreneurship
	



​
Scenario 2: The Tech Start-Up

	Marcus launches a new app that helps students organize their homework. He rents a small office space downtown. The office runs on electricity generated by a nearby wind farm. He purchases 5 high-end computers and software licenses. He hires two software developers to code the app. Marcus pitches his idea to investors to get funding and directs the company's vision.

	[image: ]


​
Identify the specific resources from the scenario for each factor of production:

	Factor
	Specific Examples from the Text

	Land
(Natural Resources)
	


	Labor
	


	Capital
	


	Entrepreneurship
	



​
Critical Thinking: Resource Scarcity

	🧠​
	Entrepreneurs often face scarcity—there are limited resources to meet unlimited wants. If a key resource becomes unavailable or too expensive, the business must adapt.


​


3. In Scenario 1 (The Food Truck), imagine the price of gasoline doubles. Which factor of production does this impact directly? How might Sarah adjust her business to handle this change?

	

	

	

	

	

	


​
4. In Scenario 2 (The Tech Start-Up), which factor of production is likely the most expensive for Marcus in the first year? Explain why.

	

	

	

	

	

	



Answer Key
​
Scenario 1: The Gourmet Food Truck
​
Land: Vegetables, meat, tortillas (agricultural products). Labor: Cook, cashier. Capital: Truck, grill, refrigerator. Entrepreneurship: Sarah (managing finances, creating menu, taking the risk).
​
Scenario 2: The Tech Start-Up
​
Land: Wind (electricity source), land where office sits. Labor: Two software developers. Capital: Office space (rented building), 5 computers, software licenses. Entrepreneurship: Marcus (pitching to investors, directing vision).
​
Critical Thinking: Resource Scarcity
​
Answer:
It impacts Capital (operating the truck requires gas/fuel). She might stay in one location instead of driving around, raise prices, or switch to an electric vehicle.
​
Answer:
Likely Labor (skilled software developers command high salaries) or Capital (high-end computers and software can be pricey, but labor is usually the highest ongoing cost).
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