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1.4  PROBLEM SOLVING FOR ENTREPRENEURS 

 
 
 

JUMP START 
 

Gloria and Delia spend time on the Internet and in the local library 
researching ideas for their new business. As a result, they come up with 
several ideas. Now they have to decide what to do with these ideas. As 
they discuss their options, Gloria says, “You know, Delia, we can talk 
about these ideas, but we really need an organized system that will help 
us make the very best decisions for our business.” “Yes,” Delia responds, 
“You are right. I remember reading about a problem-solving model that 
aids the decision-making process. Let’s learn more about it and see if we 
can adapt it for our use!” How do you think a problem-solving model can 
be useful in making decisions? 

GOALS 
 

List the six steps of the 
problem-solving model 
Describe ways to improve 
your problem-solving 
skills 
 
KEY TERMS 
 

problem-solving model, 
p. 23 
brainstorming, p. 26 

 
 
 

SCHEDULE 
Block 45 minutes 
Regular 1 class period 

 
FOCUS 
Jump Start 
Ask students if they have used 
a problem-solving model in 
other academic areas, such 
as science labs. Have them 
identify steps in any models 
they have previously used. Ask 
students whether these models 
helped them solve academic 
problems. 

 

TEACH 
Explain that using a formal 
model to make decisions 
helps business owners solve 
business problems in a logical 
manner. 

 
 
 
 
 

Use the Problem-Solving Process 
 

As an entrepreneur, you will be faced with making decisions and solving 
problems  every day. Whether  or not to become an entrepreneur is a big 
decision. Many entrepreneurs make decisions casually or base them on 
intuition. As a result, their decisions are based on faulty assumptions or 
illogical thinking. The best entrepreneurs use formal problem-solving models to 
gather information and evaluate different options. 

A formal problem-solving model helps people solve problems  in a logical 
manner. The model consists of six steps. 
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PROBLEM-SOLVING MODEL 
Step 1  Define the Problem 

 
 

Step 2  Gather Information 
 
 

Step 3  Identify Various Solutions 
 
 

Step 4  Evaluate Alternatives and 
Select the Best Option 

 
 

Step 5  Take Action 
 
 

Step 6  Evaluate the Action 

Step 1 Define the Problem 
 

Before you can solve a problem,  you need to diagnose it. 
Write down what the problem  is. Try to quantify  it also. For 
example, you may be trying to decide whether  to start your 
own business or work for another company.  If you accept the 
job offer, your income would be $30,000 a year. If you reject 
the job offer, you would lose that income. Quantifying the 
problem  helps you figure out how much it is worth  to you 
to solve it. 

Dan knows what his problem  is: Should he start a website 
design company?  He took many computer courses throughout 
high school, and he is now attending  college. He has worked 
in the food industry  throughout high school and college. Dan 
enjoys working  at restaurants and has gained valuable 
customer  service and management experience. In addition, he 
also volunteers  his web design skills on projects for his 
university and local community programs. He will be 
graduating in the next few months  with a degree in Computer 

Science. Dan is considering  starting  his own website design business, but he is 
not sure whether  that is the right choice for him. 

 
 
 
 
 

TEACH 
Present the first step in the 
problem-solving model—define 
the problem. Explain that in 
defining the problem, it is 
beneficial to quantify it to help 
measure its importance. 
Present the second step in the 
problem-solving model—gather 
information. Explain that the 
sources used to help solve the 
problem will depend on the 
type of information you need to 
gather. 
Present the third step in the 
problem-solving model—identify 
various solutions. Explain that 
most problems have more 
than one solution and that all 
possibilities should be identified 
and explored before a final 
decision is made. 

Step 2 Gather Information 
 

Once the problem  has been defined, you need to gather information that 
could help solve it. Relevant information may be obtained from many 
sources, including company  records, industry  data, and trade magazines. 
It is also a good idea to interview other people in the industry  to find out 
what their experiences have been and to learn how they have solved similar 
problems. 

In Dan’s case, it would be helpful for him to take a closer look at himself. 
He should do a self-assessment to determine  his strengths  and weaknesses. 
He also needs to consider his skills, experience, and interests. Does he have 
the characteristics of a successful entrepreneur? He also needs to examine the 
advantages and disadvantages of running  a website design company.  He should 
talk to other professionals in the business and read trade magazines to gather 
information about  running  a website design business. Dan needs to explore 
every aspect of starting  and running  a website design company. 
 
 
Step 3 Identify Various  Solutions 
 

Most problems  can be solved in various ways. Identify all possibilities before 
you settle on a particular solution.  Dan comes up with several possible 
solutions  to his problem. 
 

1. Work as an employee in a position  that utilizes his customer  service skills 
and management experience. 

2. Work as a website designer for another company  to gain more experience 
and then start his own business in three to five years. 
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3. Pursue his interests in the food industry  and open his own restaurant. 
 

4. Start his own website design company  upon graduation. 
 
 

Step 4 Evaluate  Alternatives and Select  the Best Option 
 

The decision maker next needs to evaluate the alternatives 
to determine  the best solution.  In some cases, it may be possible 
to quantify  the costs and benefits of each alternative. In other 
cases, quantifying each alternative  may not be possible, and 
the decision maker may simply have to rank each alternative. 

Dan ranks option  1 the lowest because of his strong 
desire to be his own boss. All of the information that 
Dan gathered  indicates that he has a strong chance of 
succeeding as an entrepreneur. He ranks option  3 next 
to lowest. Dan has considerable experience in the 
food industry  and enjoys that type of work, but he 
decides he would rather  pursue his interests in 
website design. He ranks option  2 second because 
he is already confident in his level of computer 
knowledge  and experience. After evaluating  all 
of his alternatives, Dan decides option  4 is the 
best solution. 

What are some ways to evaluate alternatives to help you 
make a decision? 

 
 

Step 5 Take Action 
 

Once you have selected the best solution  to the problem,  you need to take 
action to implement  it. Dan begins putting  together  a business plan and 
spreading  the word about  his new venture. 

 
 

Step 6 Evaluate  the Action 
 

The problem-solving process is not complete until you evaluate your action 
since even a well-thought-out solution  may not work. After being in business 
for six months,  Dan evaluates whether  he is achieving his financial and 
nonfinancial goals. It seems that Dan made the right decision because his 
business is profitable  and he is enjoying his work. Dan will continue  to use 
the problem-solving model to make the most effective decisions for his new 
business. 

 
 
 
 
 

CheckPOINT 
 

What are the six steps in the problem-solving process? 
Define the problem, gather information, identify various solutions, evaluate alternatives 

and select the best option, take action, and evaluate the action. 

 
 
 
 
 
THINK VISUALLY 
Ask students to answer the 
photo caption question. You 
may be able to quantify the 
costs and benefits of each 
alternative, or you can rank 
each alternative. 
 

TEACH 
Discuss the four solutions 
offered for Dan’s problem 
of whether or not to start 
a website design company. Ask 
students if they have 
suggestions for other solutions. 
Discuss the remaining steps 
in the problem-solving model— 
evaluate alternatives and select 
the best option, take action, and 
evaluate the action. Discuss the 
importance of each step. 
 
TEACHING STRATEGIES 
Kinesthetic Learners 
Give students a handout 
showing the steps in the 
problem-solving model that they 
can use to follow along as you 
discuss each step. 
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TEAMWORK 
 

Working as a team, 
identify some benefits to 
using a formal problem-
solving method that are 
not given in the text. 
Provide some examples 
of how entrepreneurs 
might 
use the problem-solving 
model in their business. 

 
 

TEAMWORK 
Answers will vary. An 
entrepreneur might use the 
problem-solving model when 
thinking about making changes 
to the business, such as 
adding a new product, changing 
locations, or expanding the 
business. 

 

TEACH 
Point out to students that it is 
possible to improve problem- 
solving skills by applying a few 
strategies: communicating 
with others, brainstorming, and 
learning from mistakes. 
Emphasize that good 
communication includes being 
a good listener. Good decisions 
are often based on input from 
others. 
Describe the use of 
brainstorming to identify 
various solutions to a problem. 
Ask students whether they have 
ever brainstormed with friends 
to solve a problem. 
Point out that all entrepreneurs 
make mistakes and that 
successful entrepreneurs 
use mistakes as a learning 
experience. Ask students to 
provide an example of learning 
from their mistakes. 

Problem-Solving Skills 
 

The problem-solving model will become a valuable tool to you throughout 
your career. However,  there are a few other things you can do to improve your 
problem-solving skills. 
 
 
Communicate 
 

Good communication is important in the problem-solving process. When 
trying to resolve problems  and make decisions, you most likely will have to 
interact  with others. You may have to ask questions,  request information, and 
express your ideas and opinions.  On such occasions, it is important that you 
communicate clearly and confidently. You must also be a good listener. You 
must carefully listen to information, opinions,  and suggestions from others. 
Listening to others’ input can help you make informative decisions. 
 
 
Brainstorm 
 

Brainstorming is a creative problem-solving technique  that involves generating  a 
large number  of fresh ideas. Brainstorming is often done in a group setting, but 
it is a very useful activity for an individual  as well. Brainstorm by writing down 
as many possible solutions  to your problem  as you can think of. Do not be 
afraid to write down any idea you have. The point of brainstorming is not to 
judge your ideas as good or bad but to come up with as many ideas as possible. 
Once you have made a list of ideas, you can use the problem-solving model to 
determine  the best alternatives. 
 
 
Learn from Mistakes 
 

If you want to become an entrepreneur, you cannot  be afraid to make mistakes. 
Mistakes  are likely to happen,  but you should view them as a learning 
experience. Mistakes  can help you learn what to do or what not to do, which 
proves to be valuable in the problem-solving process. 

Some of the nation’s most famous entrepreneurs failed before they came up 
with a winning idea. Colonel Sanders of KFC fame is a good example. He held 
many jobs and owned a motel chain, service stations,  and other restaurants 
that were unsuccessful. Eventually, he developed his secret recipe chicken. In 
1952, at the age of 62, he began traveling by car across the country  selling his 
chicken. By 1964, there were 600 KFC restaurants in the United States and 
Canada, and Colonel Sanders sold KFC for $2 million. 

 
 
 

CheckPOINT 
 

How can you improve your problem-solving skills? 
Answers should include communicating, using the brainstorming technique, and learning   

 
from mistakes.   



 

 
 
 

Think Critically 
 
1. Must the six steps in the problem-solving model be performed in the order 

described? Why or why not? 
Yes, the steps are sequential in nature. Answers should point out, for example, that it is 

impossible to select an option before you have identified various solutions. 

1.4 ASSESSMENT 
 
RETEACH 
Give students a copy of the six 
steps in the problem-solving 
model in random order. Have 
them arrange the steps in the 
proper sequence. 
 

ENRICH 
Have students ask the 
business owners that they have 

   been interviewing to identify the 
strategies or models they use 

   to solve problems and make 
decisions. 

2. How do you think strong communication skills can improve the problem- 
solving process? Provide specific examples of how a business owner might 
use communication skills to resolve a problem. 
Good communication skills require you to interact with others and listen attentively. 

Examples will vary. 

 
 
 
 
 
Make Academic  Connections 

 

3. Math  In the Identify Various Solutions stage of the problem-solving model, 
you list a variety of possible solutions  to a problem.  For the four options 
Dan came up with on pages 24–25, assign a percentage  weight to each based 
on Dan’s reasoning.  Give the decimal equivalent  for each percentage. What 
must the decimal value of the four options  total? 
Percentages assigned will vary but should total 100%. The decimal value of the four options 

 
should total 1.0. 

 

ASSESS 
Ask students how they think 
entrepreneurs have used 
problem solving to deal with 
the challenges brought on by 
the economic slowdown of 
2008–2009. 
 

CLOSE 
Present a hypothetical problem 
that an entrepreneur might 
face. As a class, discuss how 
each step of the problem- 
solving model may be applied 
to the situation. 

 
 
 
 
4. Problem Solving You own a successful shop that buys, sells, and services 

bicycles. In January,  the owner of the building you now lease tells you that 
she has found a buyer for the property and plans to sell it in six months.  Us- 
ing the six-step problem-solving model, develop a plan for how to proceed. 
Answers will vary. Students should define the problem, gather information, identify various 

solutions, and evaluate alternatives and select the best option. They should also explain 

how they would take action and evaluate the action. 
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CHAPTER 1 
 

ASSESSMENT 
 
 

Chapter Summary 
 

1.1  All about Entrepreneurship 
 
 
 
 
 
 
 
 

1.2  Is Entrepreneurship Right 
for You? 

 
 
 
 
 
 

1.3  Explore Ideas and 
Opportunities 

 
 
 
 
 
 

1.4  Problem Solving for 
Entrepreneurs 

 
 
 
 
A. Entrepreneurship is the process of running a business of one’s own. 

The person who owns, operates, and takes the risks of a business 
venture is called an entrepreneur. 

B. Factors that contribute to a new business’s success include adequate 
capital, a product or service that meets customer needs, and the 
owner’s education level and business experience. 

 

 
 
A. Successful entrepreneurs tend to be independent, self-confident, 

determined, goal-oriented, and creative. 
B. Entrepreneurs must have good team-building skills and be able to 

work well with others. 
C. To determine whether entrepreneurship is right for you, you will need 

to assess your strengths, weaknesses, interests, and aptitudes. 
 
 
A. Ideas for new businesses can come from your hobbies and interests, 

your past experiences, and from a discovery or invention. 
B. You may investigate business opportunities through the Internet and 

public library, the SBA, trade shows, and other entrepreneurs. 
C. Entrepreneurs should set SMART goals, which are specific, 

measurable, attainable, realistic, and timely. 
 
 
A. A problem-solving  model consists of six steps: define the problem, 

gather information, identify various solutions, evaluate alternatives 
and select the best option, take action, and evaluate the action. 

B. There are several ways to improve problem-solving skills including 
communicating, brainstorming, and learning from mistakes. 

 
 
 

Vocabulary  Builder 
 

Choose the term that best fits the definition. Write the letter of the answer in 
the space provided. Some terms may not be used. 

 
 
a. aptitude 
 

b. brainstorming 
    c   

 
     i   

 

     i   
 

     i   
 

    d   
 

     f   
 

    a   
 

    e   

1.  People who work for someone else 
 

2.  Evaluation of your strengths  and weaknesses 
 

3.  Possibilities that arise from existing conditions 
 

4.  Special meetings at which companies  display their products 
 

5.  People who own, operate,  and take the risk of a business venture 
 

6.  Thoughts or concepts that come from creative thinking 
 

7.  The ability to learn a particular kind of job 
 

8.  The process of running  a business of one’s own 

c. employees 
 

d. entrepreneurs 
 

e. entrepreneurship 
 

f.  ideas 
 

g. opportunities 
 

h. problem-solving model 
 

i.  self-assessment 
 

j.  trade shows 
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Review Concepts 
 

9. How are entrepreneurs different from employees? 
Entrepreneurs are different from employees because they assume risk. Both entrepreneurs 

and employees make decisions, but only the entrepreneur is directly affected by the c  
onsequences of those decisions. 

10. Why do some people go into business for themselves? 
Entrepreneurs are different from employees because they assume risk. Both entrepreneurs 

and employees make decisions, but only the entrepreneur is directly affected by the c  hose 

decisions. 

 
11. Why are entrepreneurial companies  important to our economy? 

Entrepreneurial companies employ more workers than all of the country’s large 

corporations combined. They are also a large source of creativity and innovation. 

 
 
12. What are the eight characteristics of a successful entrepreneur? 

Ielf-confidence, determination and perseverance, goal-oriented, the need to achieve and set 

high standards for themselves, creativity, the ability to act quickly, and a currency of 

technology 

 
 
13. Name four different kinds of entrepreneurial businesses and describe what 

each produces. 
Manufacturing businesses produce the products they sell using resources and supplies. 

Wholesaling businesses sell products to people other than the final customer. Retailing 

businesses sell products directly to the people who use or consume them. Service b  

usinesses sell services rather than products. 

14. Why is it important for a beginning entrepreneur to perform  a personal 
assessment? 
You must know your strengths and weaknesses and make sure that you are choosing a 

field that interests you and that will provide you with an experience you will enjoy. 

 
www.cengage.com/ 
school/business/21biz 

 
TEACHING RESOURCES 
Instructor’s  Resource CD 
Data Activities, Ch. 1 
 

ExamView® CD 
Ch. 1 
 

www.cengage.com/school/ 
business/21biz 
NET Bookmark,  Ch. 1 
Flashcards, Ch. 1 
 

RETEACH 
Use a local business that 
you and students are familiar 
with to illustrate the concepts 
introduced in the chapter. 
Compare the responsibilities 
of the owner of the business 
with those of the employees to 
explain the difference between 
entrepreneurs and employees. 
Describe how the business 
affects the local economy. Ask 
students where they would look 
for information on starting a 
similar business. 
 

ENRICH 
Have students research a 
successful public company, 
preferably one in their 
community or region. Their 
research should focus on 
the founder of the business. 
Ask them to prepare a 
short presentation on the 
person, defining his or her 
entrepreneurial characteristics, 
and then describing how that 
person and business have 
contributed to the economy. 
 

ASSESS 
Ask students to define 
entrepreneur and to describe 
how to successfully start a 

   business. 
 

PORTFOLIO ASSESSMENT 
Have students keep all work 

15. Why should entrepreneurs take past experiences into account  when 
deciding to start their own business? 
Past experiences can help you evaluate what you liked or did not like about a certain s   

one p. 5 and p. 20, and the 
Communicate activity from this 
chapter. 
Collect the portfolios at the 

   end of the chapter to review 
students’ work. 

http://www.cengage.com/
http://www.cengage.com/school/
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16. Why is it important to have an aptitude for the business you decide to 
own? 
To be successful you need to be proficient at whatever skill is necessary to run your 

 
business. 

 

 
 

17. Name some key factors that aid an entrepreneur’s commitment to a 
business. 
Answers will vary. Having an interest in the field and doing something he or she enjoys will 

 
help ensure the commitment of the entrepreneur. 

 
 
 
 

18. List the four advantages and the four disadvantages of entrepreneurship. 
The advantages are being your own boss, choosing a business that interests you, being 

creative, and potentially making lots of money. The disadvantages are the risks involved, 

uncertain and irregular income, long hours, and making decisions alone. 
 

 
 

19. What resources can you use to research business opportunities? 
Books on entrepreneurship, magazines for entrepreneurs, trade publications, government 

publications, County Business Patterns, the Small Business Administration (SBA), the 

Internet, newspaper ads 
 
 
 

20. Why should you set both financial and nonfinancial goals for yourself as an 
entrepreneur? 
Setting financial goals before starting a business can ensure that it will be able to earn 

the profits you need. Setting nonfinancial goals is important because they will help 

you understand why you want to be an entrepreneur (what you want to get out of the 
 

experience). 
 

 
 
 
 

Apply What You Learned 
Answers 
21.  Answers will vary. Correct 

answers should be similar 
to the chart on p. 6 in 
Lesson 1.1. 

22.  Answers will vary. Students 
should define the problem, 
gather information, identify 
various solutions, and 
evaluate alternatives and 
select the best option. 
They should also explain 
how they would take action 
and evaluate the action. 

Apply What You Learned 
 
21. The categories of entrepreneurial businesses include manufacturing, 

wholesaling, retailing, service, agricultural, and mining and extracting. In 
small groups, brainstorm specific industries  and companies  that belong to 
each category of business. Try to list at least one green business for each 
category. Make a list of industries  and companies  for each type. Share your 
results with the class. 

22. Think of a problem,  perhaps  at home or school, that you need to solve. Use 
the six-step problem-solving model to reach the best solution. Write a one- 
to two-page  report  describing how you completed  each step. 
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23. What is the relationship between interest in and aptitude for a particular 
field? Can interests and aptitudes be the same? Why or why not? 
A particular field may be of interest to you, but you may not have the aptitude or skills 

necessary to compete in that field. Interests and aptitudes are often similar. Most people 

are interested in things for which they have an aptitude. 
 
 
 

24. Why is setting realistic financial goals important to creating a successful 
business? 
If the financial goals are not realistic, the entrepreneur will be discouraged and may not 

 
continue the venture. 

 
 
 
 
Make Academic  Connections 

 

25. History Use the Internet  to research how entrepreneurship today is 
different from entrepreneurship in colonial time. Write a one-page report 
describing what you learn. 

26. Math  Ellen Greenberg  loves to make and fly kites. Ellen is planning  to 
open a shop selling custom-made kites. She asks for your advice to help 
her set financial goals. Ellen estimates that after expenses, she can make a 
$15 profit on each kite she sells. If her annual  income goal is $15,450, how 
many kites will she have to sell? Is this goal realistic? 
She will have to sell 1,030 kites ($15,450 ÷ 15 = 1,030). This goal is realistic if Ellen can 

make four or five kites a day assuming she works five days a week for 50 weeks out of the 

year. 

27. Research Find information on the life and career of a famous historical 
entrepreneur. Find out information such as birthplace, the type of business 
started,  and what effect the person had on the economy and history. Is the 
business still operating?  If so, what changes have taken place in the com- 
pany since it started? Write a short report  about  your findings. 

 
 

Ethical  Dilemma 
 

28. Nancy and Gary had been best friends since elementary  school. During their 
senior year, Nancy told Gary about  an idea she had for a business in the 
local community. She had done some research and thought that her idea had 
a good chance of turning  into a profitable  business. After high school 
graduation, Nancy went away to college while Gary stayed home and went 
to the local community college. Since Nancy had not acted on her business 
idea before leaving for college, Gary decided that he would try to open a 
business using Nancy’s idea. What do you think about  Gary’s actions? Is he 
doing the right thing? 

 

 
 
 
Make Academic Connections 
Answers 
25.  Answers will vary. 

Entrepreneurs today 
have many more choices. 
Prior to industrialization, 
there were few ways to 
strike out on one’s own. 
Technology has made 
entrepreneurship possible 
for many more people. 
These people are creating 
products and offering 
services that were not 
needed decades ago. 

27.  Answers will vary. 
Encourage students to 
research an entrepreneur 
not already discussed 
in the chapter. Reports 
should include information 
on the type of business, 
number of people it 
employed or employs, its 
impact on the economy 
and history, and how its 
products or services have 
changed since it was 
founded. 

 

Ethical Dilemma Answer 
28.  Assign one student to 

read the Ethical Dilemma 
question aloud. Point 
out that many business 
decisions involve ethical 
dilemmas as illustrated 
in the paragraph. Have 
students discuss the 
ethical dilemma as a class 
and provide their opinions 
on what they would do. 
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