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Why are Entrepreneurs I
mportant for the Econo
my?

In economist-
speak, an entrepreneur acts as a coor
dinating agent in a capitalist econom
y. This coordination takes the form of
 resources being diverted towards ne
w potential profit opportunities. The 
entrepreneur moves various resource
s, both tangible and intangible, prom
oting capital formation.
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BREAKING DOWN 
Entrepreneur Tone of Voice

BREAKING DOWN Entrepreneur
Entrepreneurship is one of the resources economists categorize as integ
ral to production, the other three being land/natural resources, labor an
d capital. An entrepreneur combines the first three of these to manufact
ure goods or provide services. He or she typically creates a business pla

n, hires labor, acquires resources and financing, and provides leadership
 and management for the business.
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Financing New 
VenturesBrand 
Summary
Given the riskiness of a new venture, the 
acquisition of captial funding is particularly 
challenging, and many entrepreneurs deal with 
it via bootstrapping: financing a business using 
methods such as using their own money, 
providing sweat equity to reduce labor costs, 
minimizing inventory and factoring receivables.



05

EGD

Definitions of 
Entrepreneurship
Economists have never had a consistent definition of "entr
epreneur" or "entrepreneurship" (the word "entrepreneur" 
comes from the French verb entreprendre, meaning "to un
dertake"). Though the concept of an entrepreneur existed a
nd was known for centuries, the classical and neoclassical 
economists left entrepreneurs out of their formal models: 
They assumed that perfect information would be known to 
fully rational actors, leaving no room for risk-
taking or discovery. It wasn't until the middle of the 20th ce
ntury that economists seriously attempted to incorporate e
ntrepreneurship into their models.
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Why are Entrepreneurs 
Important for the Economy?

In economist-
speak, an entrepreneur acts as a coordinating ag
ent in a capitalist economy. This coordination tak
es the form of resources being diverted towards 
new potential profit opportunities. The entrepren
eur moves various resources, both tangible and i
ntangible, promoting capital formation.
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How Entrepreneurs 
Help Economies and 
Countries
Nurturing entrepreneurship can have a posi
tive impact on an economy and a society in 
several ways. For starters, entrepreneurs cr
eate new business. They invent goods and s
ervices, resulting in employment, and often 
create a ripple effect, resulting in more and 
more development. 

EGD



08

Entrepreneurial Ecosystems
There is research that shows high levels of self-

employment can stall economic development: Entrepreneurship, if not p
roperly regulated, can lead to unfair market practices and corruption, a

nd too many entrepreneurs can create income inequalities in society. Ov
erall, though, entrepreneurship is a critical driver of innovation and eco

nomic growth. Therefore, fostering entrepreneurship is an important par
t of the economic growth strategies of many local and national governm

ents around the world.
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Becoming an Entrepreneur

A f t e r   r e t i r i n g   h e r   p r o f e s s i o n a l   d a n c i n g   s h o e s ,   J u d i   S h e p p a r d   M i
s s e t t   t a u g h t   d a n c e   c l a s s   t o   c i v i l i a n s   i n   o r d e r   t o   e a r n   s o m e   e x t r a
  c a s h .   B u t   s h e   s o o n   l e a r n e d   t h a t   w o m e n   w h o   c a m e   t o   h e r   s t u d i o  
w e r e   l e s s   i n t e r e s t e d   i n   l e a r n i n g   p r e c i s e   s t e p s   t h a n   t h e y   w e r e   i n  
l o s i n g   w e i g h t   a n d   t o n i n g   u p .   S h e p p a r d   M i s s e t t   t h e n   t r a i n e d   i n s t
r u c t o r s   t o   t e a c h   h e r   r o u t i n e s   t o   t h e   m a s s e s ,   a n d   J a z z e r c i s e   w a s  
b o r n .   A   f r a n c h i s e   d e a l   f o l l o w e d .   T o d a y ,   t h e   c o m p a n y   h a s   m o r e   t

h a n   7 , 5 0 0   l o c a t i o n s   w o r l d w i d e .

Source: https://www.investopedia.com/terms/e/entrepreneur.asp 
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