
 

FACTORS OF PRODUCTION 

In grade 7 you learnt that the factors of production, which are capital, labour, natural 

resources and entrepreneurship are used in the production process to produce goods and 

services. 

Factors of Production  

Factors of production       Remuneration 

- Natural resources / Raw materials/Land   -  Rent 

-  Labour       -  Salaries / Wages 

- Capital        -  Interest 

-  Entrepreneurship       -  Profits 

  CAPITAL 

  

 Refers to money and physical assets that are bought with the money                                                                                                                                    

                     

  OWN CAPITAL         BORRROWED CAPITAL

 When the owners use their   Money that is raised by taking a  

 Savings to invest in a business  loan from the bank 

LABOUR 

  

 Refers to people who sell their time, effect and skills to be business                                                                                                                              

                         

Unskilled Labour   Semi-Skilled Labour   Skilled Labour 

People with no   Received some training and  People who have  

Formal training  can be employed to do simple  studied and have  

jobs     a formal 

qualification  



ACTIVITY 1 - PAGE 82 

Please complete 

 

Fair Employment Practices 

 

1.  What do the following abbreviation stand for and 

explain each act 

1.1. LRA 

1.2. EEA 

1.3. SDA 

1.4. SLA 

1.5. BCEA 

1.6. CCMA 

ACTIVITY 2 - PAGE 84 

Please complete 

Natural Resources 

Are raw materials that are transforms into products 

 

LAND    MINERAL  WOOD   FISH 

Agricultural land  Gold   Forestry  Fishing  

Factory premises  Diamonds 

Business premises  Oil 

    Coal  

Renewable Natural 

Resources 

Non-renewable Resources 

Can be re-grown or reproduced Cannot be replaced once it is used up 

Eg. Trees Eg. Coal 



 

Entrepreneurship 

 

Are the business owners 

 

• Possess organising skills 

• Identify business opportunities 

• Accept risks/failure 

• Take the initiative and gather the factors of production 

• Combine the factors of production to produce goods. 

 

Learner Activity 

1. Explain what a manager can do to encourage his 

 workers to work well. 

2. What is the purpose of EEA 

3. Name the factors regulated by the BCEA 

4. State the role players in labour 

 

Remuneration of the factors of production (payment for work or service) 

 

The first factor of production is natural resources including land, water, minerals, 

raw materials and forests.    These are scarce and their supply cannot be increased.  

It is therefore important not to exploit them. 

 

Users of natural resources are therefore required to pay a price for their use, 

especially land.  

 

The price of the land is rent.  This is the reward or remuneration the owners of the 

land receive for its use. 



 

The second factor of production is labour.  If the members of a country’s labour 

force are to be of use in the production process, they have to be trained to have 

sufficient skills to produce the goods and services required. 

 

When members of the labour force use physical and mental talents to generate 

these products and services they receive wages for their efforts. 

 

Therefore wages is the remuneration for labour. 

 

The scarcity factor of capital is the third factor of production because it takes a 

community years to build up its capital supply. 

 

Every year a community spends a certain amount of money on roads, bridges, mine 

shafts, factories etc, yet these remain in inadequate supply.   

 

The owners and suppliers of capital are usually paid in the form of interest for 

money or rentals for the use of capital goods. 

 

Entrepreneurship, the fourth production factor, is the characteristic of those 

individuals in the community who take the lead and accept the risk in bringing 

together.   In return the entrepreneur receives profit as remuneration and suffers 

losses for any errors of judgement. 
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