ECONOMICS -2
Production is the method of turning raw materials into finished or semi-finished products. In other words, it means the creation or the development of unusable materials to usable products or services.
Factors of production are the essential economic inputs—land, labor, capital, and entrepreneurship—used to create goods and services. These resources are combined by entrepreneurs to produce output, generating income in the form of rent, wages, interest, and profit, respectively. 

The Four Factors of Production
1. Land (Natural Resources): Encompasses all natural resources used in production, including the physical site (real estate), minerals, water, and forests.
2. Labor (Human Effort): Represents the mental and physical efforts of human beings used in the production of goods or services. It is considered an active factor of production.
3. Capital (Man-Made Resources): Includes tools, machinery, buildings, and technology used to enhance production efficiency. It differs from land because it is produced by humans.
4. Entrepreneurship (Organization/Innovation): The driving force that combines the other three factors to create products and generate profit. Entrepreneurs take risks, innovate, and manage production processes.
Fixed capital consists of long-term assets like machinery and buildings used repeatedly in production. Working capital includes raw materials and cash used up daily for operations. Fixed capital provides the infrastructure, while working capital keeps the business running, with fixed being harder to change in the short term. 
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Fixed Capital (Physical Assets)
· Definition: Assets used over many years in production that are not for resale.
· Purpose: To build the infrastructure of a business.
· Examples: Machinery, tools, buildings, factories, vehicles. 
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Working Capital (Operational Assets)
· Definition: Raw materials and money-in-hand used up in the production process.
· Purpose: To finance daily operations (e.g., buying materials, paying wages).
Examples: Cash, raw materials, inventory, bank balances. 


