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3.2: Problem-Solving to Find Entrepreneurial Solutions

LEARNING OBJECTIVES

By the end of this section, you will be able to:

o Define problem-solving in the context of entrepreneurship

o Describe and compare the adaptive model and the innovative model of problem-solving
o Identify the skills entrepreneurs need for effective problem solving

o Identify types of problem solvers

As you’ve learned, entrepreneurs often visualize an opportunity gap, a gap between what exists and what could exist, as
Hirabayashi and Lidey did with Shine. Entrepreneurial problem-solving is the process of using innovation and creative solutions
to close that gap by resolving societal, business, or technological problems. Sometimes, personal problems can lead to
entrepreneurial opportunities if validated in the market. The entrepreneur visualizes the prospect of filling the gap with an
innovative solution that might entail the revision of a product or the creation of an entirely new product. In any case, the
entrepreneur approaches the problem-solving process in various ways. This chapter is more about problem-solving as it pertains to
the entrepreneur’s thought process and approach rather than on problem-solving in the sense of opportunity recognition and filling
those gaps with new products.

For example, Sara Blakely (as shown in Figure 3.2.1) saw a need for body contouring and smoothing undergarments one day in the
late 1990s when she was getting dressed for a party and couldn’t find what she needed to give her a silhouette she’d be pleased
with in a pair of slacks. She saw a problem: a market need. But her problem-solving efforts are what drove her to turn her solution
(Spanx undergarments) into a viable product. Those efforts came from her self-admitted can-do attitude: “It’s really important to be
resourceful and scrappy—a glass-half-full mindset.”' Her efforts at creating a new undergarment met resistance with hosiery
executives, most of whom were male and out of touch with their female consumers. The hosiery owner who decided to help
Blakely initially passed on the idea until running it by his daughters and realizing she was on to something. That something became
Spanx, and today, Blakely is a successful entrepreneur.”
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Figure 3.2.1: Sara Blakely (right) participates in a discussion at the 2018 Fast Company Innovation Festival. (credit: “Ed Bastian

and Sara Blakely at the Fast Company Innovation Festival” by “Nan Palmero”/Flickr, CC BY 2.0)
Before getting into the heart of this chapter, we need to make a distinction: Decision making is different from problem-solving. A
decision is needed to continue or smooth a process affecting the operation of a firm. It can be intuitive or might require research
and a long period of consideration. Problem-solving, however, is more direct. It entails the solution of some problem where a gap
exists between a current state and a desired state. Entrepreneurs are problem solvers who offer solutions using creativity or
innovative ventures that exploit opportunities. This chapter focuses on different approaches to problem-solving and need
recognition that help potential entrepreneurs come up with ideas and refine those ideas.
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Two Problem Solving Models: Adaptive and Innovative

There are two prominent established problem-solving models: adaptive and innovative. A renowned British psychologist, Michael
Kirton, developed the Kirton Adaption-Innovation (KAI) Inventory to measure an individual’s style of problem-solving.” Problem-
solving preferences are dependent on the personality characteristics of originality, conformity, and efficiency, according to Kirton.
The KAI inventory identifies an individual’s problem-solving approach by measuring agreement with statements that align with
characteristics, such as the ability to produce many novel ideas, to follow rules and get along in groups, and to systematically orient
daily behavior. The results categorize an individual as an innovator or an adaptor. Innovators are highly original, do not like to
conform, and value efficiency less than adaptors.

The first and more conservative approach an entrepreneur may use to solve problems is the adaptive model. The adaptive model
seeks solutions for problems in ways that are tested and known to be effective. An adaptive model accepts the problem definition
and is concerned with resolving problems rather than finding them. This approach seeks greater efficiency while aiming at
continuity and stability. The second and more creative approach is the innovative model of entrepreneurial problem solving, which
uses techniques that are unknown to the market and that bring advantage to an organization. An innovative problem-solving style
challenges the problem definition, discovers problems and avenues for their solutions, and questions existing assumptions—in a
nutshell, it does things differently. It uses outside-the-box thinking and searches for novel solutions. Novelty is a shared trait of
creative entrepreneurship, and it’s why entrepreneurs gravitate toward this method of problem-solving. According to Dr. Shaun M.
Powell, a senior lecturer at the University of Wollongong, Australia: “Creative entrepreneurs are notable for a distinctive
management style that is based on intuition, informality and rapid decision making, whereas the more conventional thinking styles
are not in accord with the unique attributes of creative entrepreneurs.”” This way of problem-solving doesn’t alter an existing
product. It is the creation of something entirely new.

For example, healthcare facilities have long been known as a source of methicillin-resistant Staphylococcus aureus (MRSA), a
deadly infection that can have long-term effects on patients. Vital Vio, led by Colleen Costello, has developed white light
technology that effectively disinfects healthcare facilities by targeting a molecule specific to bacteria. The light, safe to humans,
can burn constantly to kill regenerative bacteria. An adaptive problem-solving model would seek to minimize harm of MRSA
within a hospital—to respond to it—whereas the Vital Vio is an entirely new technique that seeks to eliminate it. Adaptive
solutions to MRSA include established processes and protocols for prevention, such as having doctors, nurses, and other healthcare
providers clean their hands with soap and water, or an alcohol-based hand rub before and after patient care, testing patients to see if
they have MRSA on their skin, cleaning hospital rooms and medical equipment, and washing and drying clothes and bed linens in
the warmest recommended temperatures.”

LINK TO LEARNING

Visit Inc. Magazine for support and advice for up-and-coming startups to learn more. Examples of how “Dorm Room”
entrepreneurs spot and pursue opportunities are shared along with tips and advice for making your startup a success.

Problem-Solving Skills

While identifying problems is a necessary part of the origin of the entrepreneurial process, managing problems is an entirely
different aspect once a venture is off the ground and running. An entrepreneur does not have the luxury of avoiding problems and is
often responsible for all problem-solving in a startup or other form of business. There are certain skills that entrepreneurs possess
that make them particularly good problem solvers. Let’s examine each skill (shown in Figure 3.2.2).
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Figure 3.2.2: These are a few of the skills that entrepreneurs possess that aid in solving problems. (CC BY 4.0; Rice University &
OpenStax)

Critical Thinking

Critical thinking is the complex analysis of a problem or issue with the goal of solving the problem or making a decision. The
entrepreneur analyzes and peels away the layers of a problem to find the core of an issue facing a business. The entrepreneur
focuses on the heart of the problem and responds reasonably and openly to suggestions for solving it. Critical thinking is not only
important for developing entrepreneurial ideas: it is a sought-after asset in education and employment. Entrepreneur Rebecca
Kantar dropped out of Harvard in 2015 to found the tech startup Imbellus, which aims to replace standardized college admissions
tests like the SAT with interactive scenarios that test critical-thinking skills. Many standardized tests may include multiple-choice
questions asking for the answer to a straightforward knowledge question or math problem. Kantar seeks to create tests that are
more concerned with the analytic ability and reasoning that goes into the process of solving the problem. Imbellus says it aims to
test “how people think,” not just what they know. The platform, which has not yet launched, will use simulations for its user
assessments."

LINK TO LEARNING

Read more about problem-solving and EnterpriseWorks/Vita’s story at Harvard Business Review.

Communication

Communication skills, the ability to communicate messages effectively to an intended recipient, are the skills entrepreneurs use to
pool resources for the purposes of investigating solutions leading to innovative problem solving and competitive advantage. Good
communication allows for the free association of ideas between entrepreneurs and businesses. It can illustrate a problem area or a
shared vision, and seeks stakeholder buy-in from various constituencies. Networking and communication within an industry allow
the entrepreneur to recognize the position of an enterprise in the market and work toward verbalizing solutions that move an
organization beyond its current state. By “verbalizing,” we mean communication from and with the company/entity. Internal
communications include company emails, newsletters, presentations, and reports that can set strategic goals and objectives, and
report on what has been accomplished and what goals and objectives remain, so that employees within an organization are
knowledgeable and can work on solving problems that remain within the organization. External communications could include
press releases, blogs and websites, social media, public speeches, and presentations that explain the company’s solutions to
problems. They could also be investor pitches complete with business plans and financial projections.
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Ideation exercises, such as brainstorming sessions, are good communication tools that entrepreneurs can use to generate solutions
to problems. Another such tool is a hackathoen—an event, usually hosted by a tech company or organization, which brings together
programmers and workers with other degrees of specialization within the company, community, or organization to collaborate on a
project over a short period of time. These can last from twenty-four hours to a few days over a weekend. A hackathon can be an
internal company-wide initiative or an external event that brings community participants together. A business model canvas and
other activities, outlined in other chapters, can be used internally or externally to identify problems and work toward creating a
viable solution.

Networking is an important manifestation of useful communication. What better method is there of presenting one’s concept,
gaining funding and buy-in, and marketing for the startup than through building a network of individuals willing to support your
venture? A network may consist of potential employees, customers, board members, outside advisors, investors, or champions
(people who just love your product) with no direct vested interest. Social networks consist of weak ties and strong ties. Sociologist
Mark Granovetter studied such networks back in the 1970s, and his findings still apply today, even if we include social media
networks in the definition too. Weak ties facilitate flow of information and community organization, he said, whereas strong ties
represent strong connections among close friends, family members, and supportive coworkers.” Strong ties require more work to
maintain than weak ties (as illustrated by the strong lines and weak dotted lines in Figure 3.2.3) and in a business context, they
don’t lead to many new opportunities. Weak ties, in contrast, do open doors in that they act as bridges to other weak ties within
functional areas or departments that you might not have had access to directly or through strong ties.®

Figure 3.2.3: Networking results in connecting individuals who otherwise might not have met and who may be able to help each

other solve problems. (credit: “social media connections networking” by “GDJ”/Pixabay, CCO)
In fact, many young entrepreneurs, including tech entrepreneur Oliver Isaacs, realize college is a great place to begin building
teams. Isaacs is the founder of viral opinion network Amirite.com, which is widely credited as the place where Internet memes
started and online slang got a foothold.” Amirite.com consists of a large network of pages and partnerships on Facebook and
Instagram that reach 15 million users each month. Isaacs recommends using your alumni network to build a team and customer
base for your own venture because you never know if you’re talking to a future employee or partner.

Sharing of ideas and resources is highly valued in the entrepreneurial process. Communication is a vital skill in problem-solving
because the ability to identify and articulate the problem (define the problem space) is necessary to adequately address a problem.
A problem can be too vague or broad or narrow. Thus, communicating the problem is important, as is conveying the solution.

Decisiveness

Decisiveness is as it sounds: the ability to make a quick, effective decision, not letting too much time go by in the process.
Entrepreneurs must be productive, even in the face of risk. They often rely on intuition as well as on hard facts in making a choice.
They ask what problem needs to be solved, think about solutions, and then consider the means necessary to implement an idea. And
the decisions must be informed with research.

For example, as explained in Adam Grant’s book The Originals, the co-founders of Warby Parker, a venture-backed startup focused
on the eyewear industry, started their company while they were graduate students. At the time they knew little about the industry,
but after conducting some detailed research, they learned that the industry was dominated by one major player—Luxottica. They
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used this information and other data to refine their strategy and business model (focusing mainly on value, quality, and convenience
via an online channel). By the time they decided to launch the business, they had thought through the key details, and they attained
rapid early success. Today Warby Parker has over 100 retail stores in the US, is profitable, and is valued at almost $2 billion.

Decisiveness is the catapult to progress. Amazon founder Jeff Bezos preaches the importance of decisiveness throughout his
organization. Bezos believes that decisiveness can even lead to innovation. Bezos advocates for making decisions after obtaining
70 percent of the information you need to do so: “Being wrong may be less costly than you think, whereas being slow is going to
be expensive for sure,” Bezos wrote in a 2017 annual letter to stockholders. '

LINK TO LEARNING

Read this LinkedIn blog post on decisiveness to learn more.

Ability to Analyze Data

Data analysis is the process of analyzing data and modeling it into a structure that leads to innovative conclusions. It is one thing
to amass information and statistics. It is another to make sense of that data, to use it to fill a market need or forecast a trend to
come. Successful founders know how to pose questions about and make meaning out of information. And if they can’t do that
themselves, they know how to bring in experts who can.

In addition to public sources of broad data, a business can collect data on customers when they interact with the company on social
media or when they visit the company website, especially if they complete a credit card transaction. They can collect their own
specific data on their own customers, including location, name, activity, and how they got to the website. Analyzing these data will
give the entrepreneur a better idea about the interested audience’s demographic.

In entrepreneurship, analyzing data can help with opportunity recognition, creation, and assessment by analyzing data in a variety
of ways. Entrepreneurs can explore and leverage different data sources to identify and compare “attractive” opportunities, since
such analyses can describe what has happened, why it happened, and how likely it is to happen again in the future. In business in
general, analytics is used to help managers/entrepreneurs gain improved insight about their business operations/emerging ventures
and make better, fact-based decisions.

Analytics can be descriptive, predictive, or prescriptive. Descriptive analytics involves understanding what has happened and what
is happening; predictive analytics uses data from past performance to estimate future performance; and prescriptive analytics uses
the results of descriptive and predictive analytics to make decisions. Data analysis can be applied to manage customer relations,
inform financial and marketing activities, make pricing decisions, manage the supply chain, and plan for human resource needs,
among other functions of a venture. In addition to statistical analysis, quantitative methods, and computer models to aid decision-
making, companies are also increasingly using artificial intelligence algorithms to analyze data and make quick decisions.

Understanding of Business and Industry

Entrepreneurs need a sound understanding of markets and industries. Often times, they are already working in a large organization
when they see growth opportunities or inefficiencies in a market. The employee gains a deep understanding of the industry at hand.
If the employee considers a possible solution for a problem, this solution might become the basis for a new business.

For example, consider a marketing agency that used traditional marketing for thirty years. This agency had an established clientele.
An executive in the organization began studying social media analytics and social media. The executive approached the owner of
the business to change processes and begin serving clients through social media, but the owner refused. Clients within the agency
began to clamor for exposure on social media. The marketing executive investigated the possibility of building an agency in her
locale servicing clients who wish to utilize social media. The marketing executive left the organization and started her own agency
(providing, of course, that this is in compliance with any noncompete clauses in her contract). Her competitive advantage was
familiarity with both traditional and social media venues. Later, the original agency started floundering because it did not offer
social media advertising. Our intrepid executive purchased the agency to gain the clientele and serve those wishing to move away
from traditional marketing.

A similar experience occurred for entrepreneur Katie Witkin. After working in traditional marketing roles, the University of
Wisconsin-Madison graduate, pictured in Figure 3.2.4, left agency life behind four years out of college to cofound her own
company, AGW Group. In 2009, Witkin had been interning at a music marketing agency that didn’t have a social media
department. She knew, both from her time at college and from observing industry trends, that social media was changing the way
companies connected with customers. For her own venture, she expanded the focus to all supporting brands to manage all things

https://biz.libretexts.org/@go/page/62755


https://libretexts.org/
https://biz.libretexts.org/@go/page/62755?pdf
https://openstax.org/l/52decisiveness
https://openstax.org/books/entrepreneurship/pages/6-1-problem-solving-to-find-entrepreneurial-solutions#footnote10

LibreTextsm

digital. Today, the cultural and marketing communications agency has fifteen employees and big-name clients ranging from HBO
to Red Bull.'

Figure 3.2.4: Pictured is AGW Group cofounder Katie Witkin. (credit: photo p;ovidéd by AGW Group)

Resourcefulness

Resourcefulness is the ability to discover clever solutions to obstacles. Sherrie Campbell, a psychologist, author, and frequent
contributor to Entrepreneur magazine on business topics, put it this way: ““There is not a more useful or important trait to possess
than resourcefulness in the pursuit of success. Resourcefulness is a mindset, and is especially relevant when the goals you have set
are difficult to achieve or you cannot envision a clear path to get to where you desire to go. With a resourcefulness mindset you are
driven to find a way. An attitude of resourcefulness inspires out-of-the-box thinking, the generation of new ideas, and the ability to
visualize all the possible ways to achieve what you desire. Resourcefulness turns you into a scrappy, inventive, and enterprising
entrepreneur. It places you a cut above the rest.”'*”

Entrepreneurs start thinking about a business venture or startup by talking to people and procuring experts to help create, fund, and
begin a business. Entrepreneurs are risk-takers, passionate about new endeavors. If they don’t have a college degree or a great deal
of business experience, they understand there are many resources available to support them in the endeavor, such as the Service
Corps of Retired Executives (SCORE) and the Small Business Administration (SBA). There are many sources available to fund the
business with little or no debt and options. The entrepreneur follows a vision and researches opportunities to move toward a dream.

For example, in the late 1990s, Bill McBean and his business partner Billy Sterett had an opportunity to buy an underperforming
auto dealership that would make their company the dominant one in the market. Neither wanting to take cash from other ventures
nor wanting to borrow more money and tie themselves to more debt, the entrepreneurs were resourceful by finding another path
forward to obtaining the money necessary for the acquisition they both coveted. They changed banks and renegotiated their
banking payback requirements, lowering their interest payments, reducing fees, and lowering their monthly payments, ultimately
freeing up a significant amount of cash that allowed them to buy the new company. "’

Types of Problem-Solvers

Entrepreneurs have an insatiable appetite for problem-solving. This drive motivates them to find a resolution when a gap in a
product or service occurs. They recognize opportunities and take advantage of them. There are several types of entrepreneurial
problem solvers, including self-regulators, theorists, and petitioners.
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Self-Regulating Problem-Solvers

Self-regulating problem solvers are autonomous and work on their own without external influence. They have the ability to see a
problem, visualize a possible solution to the problem, and seek to devise a solution, as Figure 3.2.5 illustrates. The solution may be
a risk, but a self-regulating problem solver will recognize, evaluate, and mitigate the risk. For example, an entrepreneur has
programmed a computerized process for a client, but in testing it, finds the program continually falls into a loop, meaning it gets
stuck in a cycle and doesn’t progress. Rather than wait for the client to find the problem, the entrepreneur searches the code for the
error causing the loop, immediately edits it, and delivers the corrected program to the customer. There is immediate analysis,
immediate correction, and immediate implementation. The self-regulating problem solvers’ biggest competitive advantage is the
speed with which they recognize and provide solutions to problems.

| ¢ [:2

Identifies a problem Thinks of a solution Implements a solution

Figure 3.2.5: A self-regulating problem solver identifies a problem, thinks of solution, and then implements the solution. (CC BY
4.0; Rice University & OpenStax)

Theorist Problem Solvers

Theorist problem-solvers see a problem and begin to consider a path toward solving the problem using a theory. Theorist problem
solvers are process-oriented and systematic. While managers may start with a problem and focus on an outcome with little
consideration of a means to an end, entrepreneurs may see a problem and begin to build a path with what is known, a theory,
toward an outcome. That is, the entrepreneur proceeds through the steps to solve the problem and then builds on the successes,
rejects the failures, and works toward the outcome by experimenting and building on known results. At this point, the problem
solver may not know the outcome, but a solution will arise as experiments toward a solution occur. Figure 3.2.6 shows this process.

For example, if we consider Marie Curie as an entrepreneur, Curie worked toward the isolation of an element. As different
approaches to isolating the element failed, Curie recorded the failures and attempted other possible solutions. Curie’s failed theories
eventually revealed the outcome for the isolation of radium. Like Curie, theorists use considered analysis, considered corrective
action, and a considered implementation process. When time is of the essence, entrepreneurs should understand continual
experimentation slows the problem-solving process.

Identifies a problem Implements a theory Arrives at a solution

Figure 3.2.6: A theorist problem solver identifies a problem; implements a theory, sometimes repeatedly; and eventually arrives at
a solution. (CC BY 4.0; Rice University & OpenStax)
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Petitioner Problem-Solvers

Petitioner problem-solvers (Figure 3.2.7) see a problem and ask others for solution ideas. This entrepreneur likes to consult a
person who has “been there and done that.” The petitioner might also prefer to solve the problem in a team environment.
Petitioning the entrepreneurial team for input ensures that the entrepreneur is on a consensus-driven path. This type of problem-
solving takes the longest to complete because the entrepreneur must engage in a democratic process that allows all members on the
team to have input. The process involves exploration of alternatives for the ultimate solution. In organizational decision-making,
for example, comprehensiveness is a measure of the extent a firm attempts to be inclusive or exhaustive in its decision-making.
Comprehensiveness can be gauged by the number of scheduled meetings, the process by which information is sought, the process
by which input is obtained from external sources, the number of employees involved, the use of specialized consultants and the
functional expertise of the people involved, the years of historical data review, and the assignment of primary responsibility, among
other factors. Comprehensive decision-making would be an example of a petitioner problem-solving style, as it seeks input from a
vast number of team members.

A charette—a meeting to resolve conflicts and identify solutions—is another example that employs a petitioner problem-solving
approach. Often times, a developer of a new project might hold a community charette to aid in the design of a project, hoping to
gain approval from elected officials. In the building example, this could consist of the developer and his team of architects, project
designers, and people with expertise in the project working alongside community members, business executives, elected officials,
or representatives like staff members or citizen-appointed boards like a planning board. Such an activity is representative of a
petitioner problem-solving approach, as opposed to a developer representative designing the project with no input from anyone

IER

Identifies a problem Discusses the problem Finds a solution
with others agreeable to others

Figure 3.2.7: A petitioner problem solver identifies a problem, discusses it with others, and arrives at solution agreeable to others.

(CC BY 4.0; Rice University & OpenStax)
In summary, there is no right or wrong style of problem-solving; each problem solver must rely on the instincts that best drive
innovation. Further, they must remember that not all problem-solving methods work in every situation. They must be willing to
adapt their own preference to the situation to maximize efficiency and ensure they find an effective solution. Attempting to force a
problem-solving style may prevent an organization from finding the best solution. While general entrepreneurial problem-solving
skills such as critical thinking, decisiveness, communication, and the ability to analyze data will likely be used on a regular basis in
your life and entrepreneurial journey, other problem-solving skills and the approach you take will depend on the problem as it
arises.

There are a number of resources online that can help analyze your problem-solving abilities. Mindtools.com is one such resource.
These are useful to learn your general problem-solving tendencies before being called upon to apply them in a real-world setting.
One of the problem-solving techniques available from mindtools.com offers that problems can be addressed from six different
perspectives. Called CATWOE, the approach is an acronym for Customers, Actors (people within the organization),
Transformative, Worldwide, Owner, and Environment (organizational).

LINK TO LEARNING

Learn more about the CATWOE technique for problem-solving.
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e 6.1: Problem Solving to Find Entrepreneurial Solutions by Michael Laverty and Chris Littel et al. is licensed CC BY 4.0. Original source:

https://openstax.org/details/books/entrepreneurship.
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