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What are the goods and services we use
in our everyday life?
• Food products
• Clothes
• Vehicles
• Television
• Service of teachers
• Service of doctors
Consider a world without any of these
things. No food, no vehicles, no
hospitals! How will that be like? Can
we live without all these?
Human beings can exist only by
consuming goods and services. But for
the consumption of goods and services
we have to produce them first. Thus, the
production of goods and services is
very essential for the existence of
human beings.
We know how our ancestors lived on
the fruits and vegetables they gathered
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and the animals they hunted. They lived
in caves as a part of nature. Nature fed
and sheltered them.
Today we produce countless
commodities from the smallest pin to
artificial satellites. We also receive the
services of teachers, nurses, engineers
and scientists. Have you ever wondered
how human biengs made all these
possible? This was made possible by
making new tools, and modifying them,
and by slowly improving the skills of
labourers. When nature, human effort
and man-made tools joined together, the
wide variety of goods we see and the
comforts we enjoy have become
possible for our advancement.

Production
Agriculture is a milestone in the
organized effort of human beings to
satisfy their wants. One of our
traditional crops is paddy. Have you
ever thought of how the swampy fields
transform into granaries?
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Fig. 6.1

Look at the picture (Fig. 6.1)
Prepare a table showing the
various steps of modern paddy
cultivation from ploughing to reaping.
•

Ploughing with a tractor —————

Several things made by human beings
are also necessary for agriculture. Let
us see what they are.
• Fertilisers
• Tractor

•

•

•

•

•

•

•
•

Using a harvesting machine to harvest the
crop.

While rain, sunlight, air and salts are
supplied by nature, huge effort of large
number of people is needed for
ploughing, sowing, replanting and
harvesting

We have seen that rice can be produced
only through the combined effort of
human beings, nature and tools made
by human beings. The act of making
goods and services in order to satisfy
various human wants is called
production. It must be remembered that
the services of doctor, teacher or lawyer
are also production; but we cannot see
these services.
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Factors of
Production
The labour, natural
resources, goods made
by human beings used
in production are
together called factors of
production.

Seen on earth’s
surface

Seen in
Atmosphere

Found under
the earth

Land

Air

Minerals

Snow laden hills
Wild animals
The Sea
-

They are usually divided into four.

Table 6.1

1. Land

- Natural resource

Characteristics of Land

2. Labour

- Physical and
mental labour of
human beings

3. Capital

- Goods made by
human beings

• The total availability of land is fixed.
You can increase the use of land for
a purpose but the total quantity
cannot be changed.

4. Organisation - Combination of
other factors
When factors of production are
transformed into output, the process is
called production.

Land
Land is the basic factor of production.
Other than labour and things made by
human beings all other resources come
under the factor land. All natural
resources found on the surface and the
interior of the earth and in the
atmosphere come under this factor.
Complete table 6.1 by looking
at the geography lessons and find out what
all comes under 'land' as main factor of
production.
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• The earth has no mobility. In the sense
'The earth goes round the sun' it
moves. But it cannot go where there
are more rewards available. The
Himalayas cannot be brought near
the sea. That is why we say that the
earth has no mobility.
• The fertility of the land is not
uniform. It varies from one region to
another. Yield can be increased
through proper irrigation. But using
too much fertilizers, levelling hills
and filling fields will decrease the
quality of the land in the long run.
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• Land is the gift of nature. When we
say that land is rain or soil, it is
obvious that they are interrelated.
One depends on the other for
existence.
As a factor of production, the
remuneration that the land owner
receives is technically called 'rent'. The
person who owns the land receives this
reward. In olden days it was common
to give land on lease. This continues
even now in our country.
Find out from your elders
about the leasing system
followed in their younger days.
Today land is increasingly
being used for non-farming
purposes in our country. What are the main
uses of land in your area? Find out the reasons
for this kind of land use.
Find out if there are human
interventions in the land ,
that upsets the ecological balance in the
environment.

Characteristics of Labour
• Human beings are the source of
labour i.e. the labourer himself
supplies the labour.
• Labour cannot be separated from the
labourer. The person, who is
involved in production, sells only his
labour power.
• Labour power cannot be put aside to
be used later. If it is not used today
it is lost for ever. Hence it is often
remarked that unemployment leads
to the loss of labour power.
• Labour as a factor of production is
more mobile than land. It is true that
when he moves from one place to
another or one country to another,
the labourer very often faces legal
and social hurdles.
• Skills of labourer can be improved
through education, training and
health care.
The remuneration paid for the services
of labourer is called ' wages'.
Prepare a table showing
physical and mental

Labour
Labour is an active agent of production.
Any work done for payment, physical
or mental, is labour. The work of a
porter is physical labour whereas the
work of a teacher involves mental
labour

labour.
Make a table 6.2 giving the
wages for different jobs in
your area.
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Type of work

Daily wage (Rs.)
Man

Woman

Agricultural
labourer
Construction
worker.
•
•
Table 6.2

other sections of the manufacturing
process. This is called complex division
of labour. In modern furniture making,
the making of one table is not done by
one single individual. When one person
measures and cuts wood, another
person smoothness it, yet another
makes the legs and one person makes
the top. Yet another person assembles
it to make it into a table and another
polishes it.
The main advantage of division of
labour is more production. What
are the other advantages of division
of labour? Are there any
disadvantages for this?

Is there any difference in wages
according to the work? If so, why?
Is there any difference in wages of
men and women for the same work?
Explain why.

Division of labour
In the olden days, men jointly produced
goods and consumed them. Later, when
the tools and implements were
improved, there was no need for
everybody to involve in food
production. While some people went
to get food, others started doing works
of other kind. When some went hunting,
others went to collect fruits and
vegetables. Gradually agriculture,
vessel manufacturing and cloth making
began. As a result people started doing
specialised jobs. This is called simple
division of labour.
On a later stage, manufacturing of a
commodity was divided into different
stages. Then each stage was further
divided. The workers concentrated on
one segment. Only a small part of the
production of a commodity was done
by one person. He was not a part of the
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Capital
Man made instruments of production
are called capital. Let us see what are
the man made items used for
production.
• Buildings
• Machines
• Dams
•
Produced goods that can be seen and
touched and are again used for
production form the physical capital.
Machines, factories, computers etc are
examples of physical capital. Physical
capital that can be used continuously
and for a long period is called fixed
capital. They can be used again and
again for production. Plants, vehicles
and railway lines can be included in
fixed capital.
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Raw materials and stocks of goods are
called working capital. Money that has
to be used to pay the wages of workers
and to meet other day-to-day expenses
come under working capital. The
owner gets back the working capital
when the product is sold.

techniques of olden times is an example
of labour intensive production.

Money that is used to buy the capital is
called money capital.

Capital formation

Characteristics of Capital
• Capital is a man made instrument of
production. It is the creation of
human labour.
• Capital helps labour to produce
more. This can act instead of labour.
We can see the use of improved
machinery if we look around.
• Capital increases the productivity of
the workers.
• Capital suffers from depreciation.
The goods we call capital when used
in production becomes worn out and
used up in course of time.
•
The reward or the price for the services
rendered by capital is called ' interest'.
Based on the quantum of capital used
for production, it can be called labour
intensive or capital intensive
production. A product where capital is
dominant than labour for production is
called capital intensive production and
when labour is more dominant than
capital it is called labour intensive
production. Modern farming where
machinery dominates the production
process is capital intensive, but farming

Look at the production
activities around you and
make a table of capital intensive and labour
intensive production.

The increase in physical capital is called
capital formation. Setting up of new
factories, machinery, power stations
and roads are examples of capital
formation. Capital formation increases
the quantity of physical capital in the
country; it also increases the production
capacity of the country and thereby
leads to increased production.
Capital formation is possible through
savings. People, firms and the
government set aside a part of their
earning for future use. This money set
aside is called savings. It is accepted by
banks and other financial institutions
and they then lend it for manufacturing,
making new machinery and for
building dams, plants etc.
In modern times companies increase
their capital by selling shares. Those
who buy the shares become
shareholders. Big companies have
thousands of shareholders.

Entrepreneurship
If land, capital and labour are separate
from one another, there will be no
production. Only if this is taken forward
together can production happen. The act
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Production and Human Wants
It must be clear now that it is through
the combined effort of land, labour,
capital, and organization, that
production is made possible. Look at
the flow chart.

Labour
Capital
Enterpreneurship

The entrepreneur ensures the land,
workers, raw materials, machinery and
money for production. Timely changes
in production, making new products,
finding new markets, finding new ways
of marketing are all part of the job of
the entrepreneur
Profit is the reward for the services of
the entrepreneur but sometimes he may
face financial loss.
Once the production becomes large
scale, the entrepreneur's job is taken
over by trained managers. Their reward
is salary, not profit.
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Production

Land

Meets Human Needs

of combining land, capital and labour
for production is called organization or
entrepreneurship. Organization is a
special form of labour and the person
who does this is called an entrepreneur.

The main goal of production is to fulfil
human
wants.
Products
are
manufactured and used by human
beings. The means and end of
production are also human beings.
Many products and services are
produced. When more is produced, the
products and services you receive are
more. The value of products and
services produced in a year (in the form
of money) is the national income of a
country. When production increases, the
national income also increases. The
increase in the national income is called
economic growth. More production
leads to more growth.
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Our wants are many. To satisfy human
wants, production must happen. But
this production should be in a manner
that the wants of all are fulfilled. We
know that resources are scarce and
hence it should be utilized rationally.
The important point to be kept in mind
is that it should not only satisfy the
present generation but also the future
generation

2. Conduct an interview with a local
entrepreneur and to find out the
following aspects.
• What are the raw materials in the
enterprise?
• From where does she/he buy the
raw materials?
• How many labourers are
employed in the enterprise?
• How did she/he get the capital?

Follow up Activities....
1. Find out what are the different items
that are needed for an important crop
or a product manufactured by a firm
in your locality.

• What are the items coming under
fixed capital?
• Where does she/he sell the
products?
• What is the annual profit?

• What impact does this production
activity have on nature? Discuss
and write a note.
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