Chapter 4 – Nature and Functions of Business
Factors of Production

To produce goods or provide services, a country and its businesses need four main items:

1. natural resources

2. labour

3. capital

4. management

These items are called the factors of production.  

1. Natural resources include land, water, tress and minerals such as iron, nickel, and coal, oil, natural gas, and uranium.
2. Labour includes all of the physical and mental work needed to produce goods or services.  Most labour is a combination of mental and physical effort.  

3. Capital refers to the money invested in a business.  This investment is used to buy capital goods (such as buildings, machines, equipment and tools used to produce other goods)
4. Management – are the people who control or manage a business.  They are responsible for making decisions involving production, and what do to with the profits.

The quantity and quality of these factors largely determine the standard of living that is enjoyed by the people of a country.  
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Functions of Manufacturing Business
· Manufacturing businesses are responsible for supplying the finished goods to be purchased by consumers, governments and other businesses The functions of business common to most manufacturing companies are:

· Production – refers to all activities that a business must perform to produce a product
· Marketing – the process which producers distribute their goods and services

· Accounting – is responsible for keeping accurate and current financial records

· Communications – is the sending and receiving of information

· Human Resources – the hiring and training of personnel

· Management – controls and manages the activities of the business

· Some of the above functions might take place in a specific department of a business; other functions (like communications) are carried out in all departments.
· The term production refers to all the activities a business performs to produce a product.  

· The purchasing department is responsible for buying the raw materials and supplies needed to produce the final projects and to operate the plant.  All business must have the right amount of good on hand at the right time.  A shortage potentially means lost sales.  Too many goods/products on hand ties up money that could be used elsewhere in the business.

· Processing is another part of production.  It is the changing of raw materials into the finished products.  
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