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Abstract:  
The contemporary raise in entrepreneurial activity and its impact in local economies suggests 
that even small improvements in new venture survival could yield significant benefits to the 
society at large. Academia confirms that on average 86% of new ventures will only enjoy a 5-year 
lifespan or less, and research in the field of entrepreneurship finds management weaknesses 
regarded as the main reason for the high failure rates.  

The growing popularity of entrepreneurial activity is more obvious in Finland, which has recently 
gained the status of international entrepreneurial hub, attracting the largest private equity and 
venture capital (VC) investment as a percentage of its GDP compared with most EU counterparts, 
making this region one of growing interest. This thesis research proposes conducting a 
qualitative enquiry by interviewing 12 VCs in Finland to better understand their screening 
processes and their understanding of problem-solving in the context of entrepreneurship. This 
study proposes that the chances of new venture thrive would improve if entrepreneurs had 
substantial ability in the problem-solving domain. To address the purpose of this enquiry, Drs. 
D’Zurilla and Nezu’s Social Problem Solving Inventory self-report scale (SPSI-R:S), was 
proposed with the objective to determine its applicability in entrepreneurial settings.   

The findings of this study suggest that in VCs’ eyes, ‘problem-solving’ and more precisely the 
concept ‘problem’ in the context of entrepreneurship, is ambiguous, undefined and sometimes 
confusing to many. Albeit the semantic connotations that might originate this confusion, 
problems in entrepreneurship are often perceived as challenges and opportunities, something 
embedded in the entrepreneurial function, expected and often welcome. Although VCs value the 
weight of problem-solving skills, they do not seem to specifically assess problem-solving on 
isolation while evaluating new ventures, yet their assessment of human capital implies an evident 
level of problem-solving skills. This level of problem-solving embedment is more obvious in new 
ventures that make it to the later growth stage founding rounds, where the founding team has 
the opportunity to prove their managerial skills with a seemingly prosperous product market fit, 
or attractive revenue figures, for example. Additionally, from the analysis of the data collected 
emanates apparent benefits in the use of the SPSI-R:S both as a self-assessment, autodidactic 
(self-education), and as a psychoanalytical tool. Venture capital operators agree on the benefits 
of this instrument, yet they seem to dissagree on its incorporation into their screening processes.  
 
Furthermore, from the findings emerge a renovated view on VCs’ focus in their assessment of 
new ventures. The original conceptual model assumes VCs’ selection process is homogeneous 
across the different start-up growth stages. However, from the data emanate a divergent 
viewpoint where venture capitalists tend to address their assessment criteria depending on the 
position the new venture has in the growth curve. For example, early stage ventures are evaluated 
significantly more as a joint team with strong focus on competence and trust, whereas on later 
stage growth ventures, the focus is predominantly put on the new venture’s performance and the 
transactional opportunity that this investment will provide. 
 
This paper concludes proposing effective problem-solving as a driver of entrepreneurial success, 
a competence that can be improved via training, critical in the development of self efficacy and 
entrepreneurial competence. The findings have empirical implications for both VCs and 
entrepreneurs, who can continue improving their processes while impacting local economic 
growth.  
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1 INTRODUCTION 

Contemporary entrepreneurship has seen a rapid growth globally and it continues 
attracting very much interest to date, with venture capital firms (VCs) and governments 
both germinating the entrepreneurial sprout likewise (Chowdhury, Audretsh and 
Belitski, 2019; Balachandra, Briggs and Brush, 2019). On a more inclusive level, this 
entrepreneurial activity is perceived as means to revitalise stagnating or stalling 
industries while generating new jobs in compensating for restructurings, downsizing 
layoffs, and other economic burdens (Chowdhury, Audretsh and Belitski, 2019). 
Becoming entrepreneurial is a popular career choice in many cultures these days. It was 
not always like that however, only few years back becoming an entrepreneur would be 
perceived as a personal failure and was considered at the same level as been unemployed 
by many. Cultures evolve over time, and globalisation has a great effect in how many 
cultures perceive social norms and trends. Today, entrepreneurship is socially 
celebrated, and often glorified. Most of this global reach can be attributed to the spread 
of Internet and the digitalisation era it originated, which has propitiated accessibility to 
millions of customers favouring the outbreak of new firms in a myriad of disciplines from 
High-Tech robotic farming to ‘low-cost’ space traveling and everything in between. 
Further, governments and regional development agencies are increasingly sponsoring 
the emergence of entrepreneurial economies as they realise entrepreneurship centrality 
to regional economic growth (Huggins and Williams, 2011; Pinillos and Reyes, 2011; 
Chowdhury, Audretsh and Belitski, 2019).  

Following on the contemporary popularity of entrepreneurship, recent research calls for 
caution as it confirms that on average 86% of new ventures will not exist beyond the 5-
year mark (Cantamessa, et al., 2018).  In this sense, the stream of literature attempting 
to map the elements influencing the success and failure of new ventures is extensive and 
focuses on a three-level analysis; (1) founder’s human capital acumen (founder’s skills, 
previous experience and personal traits); (2) the business strategy (competitiveness, 
product policy, systematic planning and technological advantage); and (3) the 
environmental competitive advantage (resource dependency, competition, market 
share, etc.), all described as critical success factors (Roure and Keeley, 1990; Chen, 
Greene and Crick, 1998; Brüderl and Preisendörfer, 1998; Ensley, Pearce and Hmieleski, 
2006; Rauch and Frese, 2007).   

First, regarding founders’ skills, scholars covering entrepreneurial opportunity, 
entrepreneurial leadership and management coincide that start-ups need a managerial 
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style different from established corporations (Ireland, Hitt and Sirmon, 2003; Gupta, 
O’Gorman and Doran, 1999). Different from running traditional organisations, building 
successful start-ups demand a specific skillset, one that helps developing strategic and 
sustainable competitive advantages across the different growth stages (Ireland, Hitt and 
Sirmon, 2003; Renko, et al., 2015; Scott and Bruce, 1987). For example, Hsieh, 
Nickerson and Zenger (2007) state that entrepreneurial leaders, different from corporate 
leaders, promote opportunity recognition and exploitation through engaging in 
entrepreneurial behaviours (Renko, et al., 2015, p.70). Second, on the environmental 
side we find global economies and highly dynamic markets together with customers’ 
growing expectations demanding effective managerial performance overall (Bissola, 
Emperatori and Biffi, 2017; Ensley, Pearce and Hmieleski, 2006). And third, regarding 
the strategy part (competitiveness, product policy, systematic planning, technological 
advantage) could be argued to emerge from both, managerial capability (human capital) 
and environmental requirements, both giving shape to start-ups’ fate.  

In summary, the link between entrepreneurial success and founder’s ability to captain 
its business initiative during its initial journey to become a mature company is irrefutably 
strong. Although entrepreneurship is not a new concept, given its increasing global 
popularity and its impact in local economies, make this topic one that is worth to review 
further. More particularly, it is of special interest for practitioners to find out the 
relationship between entrepreneurial competence confronting everyday problems and 
its effect in the chances of new venture success.  

1.1 Defining the Research Problem 

Scholars have for long realise the impact of entrepreneurship in the society and in the 
development of local economies (Schumpeter, 1934, cited in Mueller and Thomas, 2001; 
Huggins and Williams, 2011; Pinillos and Reyes, 2011; Thorpe, et al., 2005; Chowdhury, 
Audretsh and Belitski, 2019). Not surprisingly, the process involved in creating new 
ventures is a topic of renewed interest that brings together not only academics, but also 
governments, business leaders and entrepreneurs worldwide (Mueller and Thomas, 
2001; Thorpe, et al., 2005; Cardon, Shepherd and Wiklund, 2012; Chowdhury, Audretsh 
and Belitski, 2019). Noticeable yet, with the growing number of start-ups blossoming 
globally where United States is leading the entrepreneurial space, it also grows 
entrepreneurial mortality (Acs, et al., 2018; Cantamessa, et al., 2018). Under this light, 
it can be argued that only if entrepreneurial failure could be diminished, start-up 
founders, stakeholders, and local economies could benefit from such advance. It makes 
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sense thinking that even small improvements in entrepreneurial efficiency could yield 
significant benefits for the society at large.  

Looking further into the causes trying to explain the large mortality rate in new ventures, 
O’Neil and Duker (1986) seem to highlight managerial shortcomings to be blamed. In 
their views, failing to accurately assess product and service suitability, managing cash-
flow, debt levels and capital intensity, and failing to ensure external advice are deemed 
catastrophic managerial pitfalls. Furthermore, the link between entrepreneurial 
competence and managerial style seems to be supported by other academics including 
Roure and Keeley (1990), Chen, Greene and Crick (1998), and Renko, et al. (2015). For 
example, Alpander, et al. (1990), and Van Gelderen, Thurik and Bosma (2005) linked 
the failure of young enterprises to poor pre-start-up planning and readiness, together 
with the lack of entrepreneurial skills and managerial limitations, in their words “small 
or big problems that founders fail to solve efficiently”.  

Overall, the literature covering entrepreneurship, entrepreneurial leadership, and the 
possible causes for failure seem to pinpoint management as having a key role in the new 
venture’s fate. From this body of literature follows proposing that founders’ managerial 
ability in the problem-solving domain could have a decisive impact in successfully 
building thriving ventures. This thesis finds support for these views in the works of 
Buttner and Gryskiewicz (1993), Gardner and Martinko (1996) and Hsieh, Nickerson and 
Zenger (2007), where problem-solving process is proposed as an entrepreneurial key 
task, yet with little empirical research providing substantial insight in establishing the 
connections between problem-solving and entrepreneurial success or failure. This thesis 
research builds on the idea that problem-solving ability is essential for a successful 
entrepreneurial leadership style. In other words, this paper proposes that founders’ 
problem-solving ability will have a weighted impact in the success or failure of the firm.  

In this vein, the cognitive process of solving problems in entrepreneurial settings is not 
different from solving problems in everyday life, as we will see later. Further on the 
problem-solving domain, Drs. D’Zurilla and Maydeu-Olivares have long focused their 
efforts in establishing relationships between problem-solving ability and psychological 
behavioural adjustments and have proposed problem-solving training as a clinical 
intervention method for improving individual’s adaptative functioning (D'Zurilla, 1986, 
1990; Heppner and Hillerbrand, 1991; Nezu, Nezu and Perri, 1989).  More precisely, 
problem-solving is described by D’Zurilla and Olivares (1995, p.410) as the ability to 
solve everyday problems as they occur in the real world, a self-directed cognitive 
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(heuristic) behaviour in applying adaptive ways of coping with problems in all areas of 
life, including interpersonal and work-related domains; “a conscious, rational, effortful 
and purposeful activity”, in their words.  

In their efforts to accurately assess problem-solving skills, D’Zurilla and Nezu (1982; 
1986; 1990; 2002) originally developed, and later introduced the Social Problem Solving 
Inventory (SPSI), a psychometric tool to assess one’s cognitive ability in solving 
problems. The SPSI was first introduced in psychology by Drs. D’Zurilla and Goldfried 
in 1971 (D’Zurilla and Goldfried, 1971), and later developed and further refined by 
D’Zurilla and Nezu as SPSI-R, recently referred as SPSI-R:S (D’Zurilla 1986; D’Zurilla 
and Nezu, 1982; 1990). The SPSI-R:S helps individuals assess their problem-solving 
strengths and weaknesses, allowing for deficits to be addressed. Although the SPSI-R:S 
tool has been recommended for schooling, health care, business environments (D’Zurilla 
and Nezu, 1990), and administrated in areas including Psychology (Haigh, Quiñones and 
Moore, 2018; Bothamley and Tully, 2018; Sorsdahl, Stein and Myers, 2017), Medicine 
(Merino, 2012; Li, et al., 2016), Social Sciences (Wang, et al., 2013; De la Torre, Morera 
and Wood, 2010), Nursing (Kasik and Gál, 2016; Lau, 2014), and Health and 
Neuroscience (Ylvén, Granlund and Persson, 2012; Tverdov, et al., 2016), to date 
however, there is no evidence of the SPSI-R:S been assessed its applicability in 
entrepreneurial populations. Hence, exploring the question whether entrepreneurs’ 
problem-solving ability could be first diagnosed and later trained for improvement via 
the use of the SPSI-R:S, with the purpose of diminishing entrepreneurial fatality, seems 
a legitim endeavour.  

Up to this point, this paper introduced the growing popularity of entrepreneurship and 
its importance as a growing engine in local economies, likewise it was introduced the role 
of the founder and his ability in solving problems as a key driver of new venture success, 
or failure in the lack of the aforementioned. Interestingly, in parallel with the 
proliferation of new ventures do also grow the number of new funding sources such as 
angel investors and venture capitalists, among others (Hamilton, 2001). Venture 
capitalists (VCs) have become increasingly influential in the start-up ecosystem (Baum 
and Silverman, 2004; Franke, et al., 2006). These funding operators play a central role 
in the entrepreneurial domain, some scholars deem these players responsible for new 
venture thriving. For decades now, VCs have developed techniques and methodologies 
to help screening suitable investment opportunities as part of their work spins around 
evaluating the founding team, the product, risk level and the growth outlook among 
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other key topics. However, despite the strong role of problem-solving in entrepreneurial 
management, diverse studies conducted on VCs’ screening methods did not find 
problem-solving assessment in their toolkits. The abundance of articles supporting the 
notion of VCs’ centrality to entrepreneurial economies (Shepherd and Zacharakis, 1999; 
Zacharakis and Meyer, 1998; Shepher, Zacharakis and Baron, 2003; Zacharakis and 
Meyer, 2000) highlight the pivotal role venture capitalists play in new venture thrive. 
This research pinpoints VCs participation very appropriated because they have 
developed screening techniques to identify suitable investment opportunities via 
assessing founders and their managerial skillset together with other key elements.  

1.2 Research Aim 

The objective of this research is to conduct a qualitative enquiry to initially find out first, 
how VCs evaluate problem-solving skills in their assessment of human capital among the 
founding team. This thesis further proposes investigating how VCs perceive the SPSI-
R:S, and whether the tool has applicability in their day-to-day operations. Finally, this 
thesis seeks to bring some light on how VCs understand problem-solving in the context 
of entrepreneurship. Overall, this research seeks to explore opportunities to contribute 
to the research on entrepreneurial leadership through its findings. This study, based on 
the analysis of literature covering ‘entrepreneurship and problem-solving’, proposes that 
the chances of new venture survival would improve if; 1) entrepreneurs had substantial 
ability in daily problem-solving processes; and (2) entrepreneurs would improve their 
problem-solving ability via reinforcing and training their managerial weaknesses with 
regular self-evaluations and training loops. With these goals in mind, this thesis will 
attempt to answer the following research questions (RQs):  

RQ1: How do VCs evaluate problem-solving skills while assessing founder’s human capital?  

RQ2: How is SPSI-R:S perceived by VCs to address entrepreneurial problem-solving skills? 

RQ3: How do VCs understand problem-solving in the context of entrepreneurship?   

1.3 Delimitations 

The concepts of entrepreneurship, entrepreneur and investor are very broad and can 
apply to numerous domains. It makes sense to clarify some delimitations about the scope 
of this study to help the reader understand the conceptual, geographical and temporal 
framework.  
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Few considerations must be taken however:  

a) First, Shane and Venkataraman (2000) refer to entrepreneurship as a process 
through which individuals explore profitable market opportunities. 
Throughout this thesis research Shane and Venkataraman view is adopted; 
they defined entrepreneurship as the process through which an individual 
recognises and exploits business opportunities.  

b) The start-up concept can be rather ambiguous, however in this paper a start-
up does not include a self-employed person who might be for example 
running a corner shop or working in a food delivery chain such as Deliveroo 
or as an Uber driver. Baum, Calabrese and Silverman, (2000) define start-up 
as a young firm with stretched organizational resources. This view coincides 
with Scott and Bruce (1987), who similarly see a start-up as a young 
organization in its early years with an independent management structure.  

c) When referring to VCs, this paper will prominently cover the role of the 
founder and/or its managing partners and co-partners, and will not involve 
other staff such analysts, marketers or researchers for example.   

1.3.1 Conceptual Delimitations 

This thesis research approaches problem-solving in entrepreneurship as a key 
managerial task (Shane and Venkataraman, 2000), one with strong impact defining the 
fate of the new venture. With this focus, it looks into the problem-solving process from 
the optics of the social problem solving model proposed by D'Zurilla and Nezu (1982, 
1999). This model hypothesizes that a person’s problem-solving ability is determined by 
two main cognitive processes; problem orientation (positive, negative), and problem-
solving proper or style (rational, impulsive, avoidance). Further, this paper adopts the 
notion that problem-solving is a mental process, a cognitive-behavioural attempt to 
pursue suitable solutions for specific problems with two main processes involved: 
Problem identification and solution implementation (Chang, D'Zurilla and Sanna, 
2004).   

1.3.2 Geographical Delimitations 

The participants in the research enquiry were selected among the Finnish venture capital 
ecosystem.   
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1.3.3 Temporal Delimitations  

This thesis was written between 2019 and 2021 and the data collection process took place 
in the spring of 2021. This paper was published in the summer of 2021.  

1.4 Definitions 

This study refers to key concepts or terms that are central with exclusive character to the 
matter subject of the study, namely ‘problem-solving in entrepreneurship’. Therefore, it 
follows a short introduction to key concepts further:  

Entrepreneurship is defined as the process through which individuals recognise and 
exploit believed profitable opportunities (Shane and Venkataraman, 2000). 

Social problem-solving, or problem-solving is defined as the “self-directed cognitive-
behavioral process by which and individual, couple, or group attempts to identify or 
discover effective solutions for specific problems encountered in everyday living”. It 
emanates from this explanation that “social problem-solving is conceived as a conscious, 
rational, effortful, and purposeful activity”. (Chang, D'Zurilla and Sanna, 2004, p.12) 

Problem (or problematic situation) is defined as “any life situation or task (present or 
anticipated) that demands a response for adaptative functioning, but no effective 
response is immediately apparent or available” (Chang, D'Zurilla and Sanna, 2004). 

Start-up is defined in this paper as a young organization in its early years with an 
independent management structure and stretched organizational resources (Shane and 
Venkataraman, 2000; Scott and Bruce, 1987; Baum, Calabrese and Silverman, 2000). 

Founding team or start-up’s founders in this study refers to the venture initiators and 
executive management body.   

Venture capitalists (VCs) refer to both venture capital and private equity operators, 
organizations or individuals who specialise in providing funding mechanisms to new 
ventures through funding rounds.  

1.5 Structure of the Thesis 

This thesis is structured in four main sections: Introduction, Theoretical Framework, 
Method, Empirical Findings and Discussion. First, it starts describing the contemporary 
raise in entrepreneurial popularity and its centrality to the local economies, it also 
reflects on the worrying percentage of entrepreneurial fatality. Then, in the theory 
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section it presents the extent to which problem-solving as a managerial skill can only be 
understood in the context of theories of human capital, and how critical problem-solving 
as managerial competence is to the entrepreneurial life.  Likewise, venture capital 
operators are introduced as increasingly pivotal in the entrepreneurial ecosystem, 
necessary stakeholders in the raising popularity of entrepreneurship.  

 

Figure 1  Structure of the thesis  
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2 THEORETICAL FRAMEWORK  

The literature review section of this thesis comprehends five key sections. Initially, 

theories of human capital are introduced in connection with managerial performance, a 

necessary precondition to perform in the problem-solving domain, a theme that is then 

covered in the second section. Then, the social problem solving theory is presented to 

help understand the process of solving problems, both in everyday life encounters as in 

entrepreneurship, leading to the introduction of the SPSI-R:S, a psychometric instrument 

helping assessing problem-solving style. And finally, venture capital operators are 

introduced as key strategic stakeholders in entrepreneurial success with focus on their 

selection processes while assessing human capital. 

2.1 Human Capital  

Numerous scientific attempts in building prediction models of entrepreneurial success 
have adopted theories of human capital, which were originally developed to estimate 
employee’s income distribution derived from personal investments in education and 
training (Brüderl, Preisendörfer and Ziegler, 1992; Unger et al., 2011). Human capital is 
defined as “skills and knowledge that individuals acquire through investments in 
schooling, on-the-job training, and other types of experience” (Unger et al., 2011, p.343). 
The interest in human capital is more relevant in today’s entrepreneurial popularity, as 
most authors coincide linking human input with firm’s success as described by Unger et 
al. (2011). However, some few discrepant views challenge what they refer as an 
overemphasized link between human capital and entrepreneurial success, arguing its 
magnitude to remain unknown (Unger et al., 2011; Baum and Silverman, 2004). Further 
inspection on the literature shows significant divergence in their conceptualisation of 
human capital, their description of success indicators, and the context of these studies 
including country, industry, and firm’s age (Unger et al., 2011). Human capital theory 
assumes that people expect to maximise compensation for their investment in education, 
skills, and other educational assets. This would explain why highly educated individuals 
may choose not to become entrepreneurs because entrepreneurship might lead to 
realised loses compared to other employment opportunities, according to Hunger, et al. 
(2011). 

In this thesis, problem-solving competence is presented in close relationship with a high 

stock of human capital. For example, Brüderl, Preisendörfer and Ziegler (1992) argue 

that start-up founders equipped with a “quality stock of human capital” have better 
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chances to survive and succeed. Likewise, the link between entrepreneurial competence 
and managerial efficiency seems to be supported by other researchers including Roure 
and Keeley (1990), Chen, Greene and Crick (1998), and Renko, et al. (2015). For example, 
from the works of O’Neil and Duker (1986) steam that managerial shortcomings are at 
the root of the large failure rates, hence we can induce that entrepreneurs who fail to 
accurately and objectively assess their own competences will have larger exposure 

(Alpander, et al. 1990; and Van Gelderen, Thurik and Bosma, 2005). In other words, this 

paper assumes that successful entrepreneurs would show a significant ability in the 

problem-solving domain while owning a significant stock of human capital. The link 

between problem-solving and human capital will be introduced in the coming sections.  

Further, theories covering start-up failure identify two key subject areas (human capital 
and organizational ecology), and three groups of factors: (1) managerial and personal 
characteristics (Rauch and Frese, 2007), (2) organizational strategies and structural 
elements such as processes, practices and strategies (Duchesneau and Gartner, 1990; 
Cantamesa, et al., 2018); and (3), environmental conditions affecting the development 
of the new firm (Duchesneau and Gartner, 1990; Brüderl, Preisendörfer and Ziegler, 
1992; Roure and Keeley, 1990; Ensley, Pearce and Hmieleski, 2006). For example, 
Brüderl, et al. (1992, p.227) describe human capital and organizational ecology in 
connection with the liability of business newness, and analyse why so many businesses 
die young: “Human capital theory identifies individual characteristics of the founder as 
important prerequisites for survival, [whereas] organisational ecology emphasizes 
organisational characteristics and environmental conditions.” Understanding these 
dependencies in connection with organizational mortality can be critical in defining what 
elements lead to success or failure, likewise. We can then establish that in 
entrepreneurial endeavours the role of the founder is irrefutably strong, and it is 
determined, among other, by his educational background, career history, family, and a 
set of diverse cognitive dimensions (Brüderl, Preisendörfer and Ziegler, 1992; Unger et 
al., 2011). 

For this reason, we can’t understand management without factoring in theories of 
human capital. Further on this line of thought, the works of Unger et al. (2011), a meta-
analysis combining results of over 30 years of research on human capital and its impact 
on entrepreneurial activity, found supported relationship between human capital and 
entrepreneurial thrive. In their study, they define human capital as “education, 
experience, knowledge, skills, and success.” Their findings suggest a positive connection 
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between human capital and success, hence indicating that cumulative equity in human 
capital affects founder’s capabilities of discovering and exploiting new business 
opportunities (Unger, et al., 2011, p.1). In summary, the weight of founders’ stock of 
human capital in the fate of the new venture seems well stablished.  

2.2 Problem-solving in Entrepreneurship 

Problem-solving is defined in psychology as a mental process, a cognitive-behavioural 
effort by which an individual or a group seek to find suitable solutions for a specific 
problem (Chang, D'Zurilla and Sanna, 2004). From an entrepreneurial point of view 
however, problem-solving relates primarily—but not exclusively—to the deliberate 
search for problem-solution pairing and opportunity discovery, more specifically, the 
entrepreneurial task of discovering and exploiting economically viable business 
opportunities where products or services can be sold at a greater value than were 
produced (Shane and Venkataraman, 2000; Hsieh, Nickerson and Zenger, 2007). These 
views coincide with Harper (2008, p.1), who describes entrepreneurship as a “profit-
seeking [and] problem-solving process that takes place under conditions of structural 
uncertainty”.  

Further on this idea, problem-solving in the context of organizations is considered a 
leadership function; for example, setting quality standards, improving processes or 
defining organisational goals, and so on (Watson, Ponthieu and Critelli, 1995). Hence, 
from a managerial standpoint, problem-solving is proposed as a creative process 
(Weinberger, et al., 2018), one that is ignited by imaginativeness (McMullen and Kier, 
2017; Kier and McMullen, 2018), and creativity (Strzalecki, 2000; Kier and McMullen, 
2018); a cognitive (or heuristic) ability (Hsieh, Nickerson and Zenger, 2007). We can 
then conclude that from a managerial perspective, problem-solving is embedded in the 
day-to-day functional decision-making, a leadership role that might wee define 
successful founders.   

Despite the growing popularity of entrepreneurship and the extense research covering a 
wide range of aspect in this domain, the topic of problem-solving is scattered and narrow 
with a total of 14 articles dating from 1991 t0 2018 inclusive, as per SCOPUS research 
database. A summary of the key findings based on the reviewed articles is presented in 
synthesis in Table 1, below. Specific articles on the matter of ‘problem-solving’ in 
connection with ‘entrepreneurial leadership’ is even smaller, with only 4 articles at the 
time of this query (April 21, 2019). The analysis of these articles seeks to reflect on the 
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role of problem-solving in entrepreneurial processes and its link with entrepreneurial 
thrive and success.  

Table 1   Articles’ synthesis  

Attribute / 
Subject areas 

Author Findings 

Analytical, risk-
taking  

Alpander, Carter 
and Forsgren 
(1990) 

Successful founders choose addressing critical problems with 
a combination of analytical and risk-taking ability. The 
problem-solution matching involved solutions with moderate 
to substantial risk. Intuitive or quick decision-making was 
not a choice.  

Adaptiveness, 
innovativeness 

Goldsmith and 
Kerr (1991) 

Kirton Adaption-Innovation Inventory (KAI) self-report 
scale was tested (N = 34) and found—as predicted—that 
entrepreneurs score higher in adaption-innovation.   

Adaptiveness, 

innovativeness  

Buttner and 
Gryskiewicz (1993) 

Kirton Adaption-Innovation Inventory self-report scale was 
tested (N = 81), the findings indicate that entrepreneurs have 
more innovative problem-solving style than their managerial 
counterparts. Interestingly, more adaptative entrepreneurs 
tend to continue to operate their business over the long run 
while innovative problem-solving style is associated to higher 
failure rates. 

Imaginativeness, 
resourcefulness 

Chia (1996) Academia was found to contribute to cultivating 
entrepreneurial imagination and resourcefulness: intellectual 
entrepreneurship. Adaptive managers respond swiftly and 
positively to change. 

Risk tolerance, 
problem-
solving, 
information 
systems design, 
conflict 
management 
and leadership 

Gardner and 
Marinko (1996) 

Gardner and Marinko conducted a literature review with the 
purpose of assessing Myers-Briggs Type psychometric 
indicator effectiveness. In their work they put their focus on 
entrepreneurial managerial attributes such as risk tolerance, 
problem-solving, information systems design, conflict 
management and leadership. Problem solving is hence 
proposed as a critical entrepreneurial task together with risk 
tolerance and conflict management.  

Creativity, 
flexibility, 
originality  

Strzalecki (2000) The model Creativity as Style demonstrated good fit with 
creative entrepreneurship. Further, spontaneous lifestyle was 
found to inhibit creativity while flexibility, originality, and 
fluency of cognitive processes are indicators of creative 
problem-solving.   

Creativity, 
innovativeness 

 

Hugo and Garnsey 
(2005) 

Entrepreneurial firms put in place active processes 
promoting innovative activities and business models through 
trial and error, hence generating creative responses that 
could lead to unexpected developments of growth hacking. 

Overconfidence  Hayward, 
Shepherd and 
Griffin (2006) 

Overconfidence is pervasive and adversely impacts founder’s 
ability to critically judge problems and their solution choice 
as they tend to underestimate the difficulty of solving more 
complex problems. Overconfidence is also presented as 
positive trait in some exceptional cases but should not be 
taken as patterns of success. 
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Cognitive (or 
‘heuristic’) 
ability  

Hsieh, Nickerson 
and Zenger (2007) 

Entrepreneurial opportunity boils down to valuable problem-
solution matching. Opportunity increases as problems 
become more complex, but as complexity raises trial-and-
error becomes less relevant and cognitive search for 
solutions becomes more useful.  

Collectivism, co-
creation 

Bissola, 
Emperatori and 
Biffi (2016) 

The relevance of co-creation and its collective dimension was 
confirmed in developing collective problem-solving and 
innovation capabilities.  

Imaginativeness McMullen and Kier 
(2017) 

Through their scale, imaginativeness is found to be an 
ideational skill requiring of effort, knowledge, imagination, 
and evaluation, though generating new imaginative solutions 
to complex problems. 

Creativity, social 
and practical 
imaginativeness 

Kier and McMullen 
(2018) 

It was found that three imaginativeness skills (creativity, 
social and practical imaginativeness) vary across individuals 
and that they predict new venture idea quantity and quality 
differently over and above the effects of motivation, 
knowledge, and experience. 

Creativity, 
Recovery 

Weinberger, et al. 
(2018) 

Psychological and mental recovery stimulates idea 
generation, key aspect of creativity, a cognitive process of 
creative problem-solving. 

Impatience, high 
achievers, fast 
decision making 

Smith, et al. (1988, 
p.223) 

Small firm entrepreneurs turned “less comprehensive in 
their decision behavior than professional managers from 
larger firms, with comprehensiveness defined as the degree 
to which an individual follows a formal rational decision 
process: “As decision comprehensiveness declines, so too 
does organizational performance, both among entrepreneurs 
and professional managers.” 

 

2.2.1 Collectivism, Co-creation and Imaginativeness 

The first impression when evaluating the existing literature covering problem-solving 
within entrepreneurship is the seemingly little research conducted on this topic. From 
the sample above, two streams of research emerge: one with focus on founder’s personal 
traits such as imaginativeness, innovativeness or adaptiveness (e.g., Goldsmith and Kerr, 
1991; McMullen and Kier, 2017), and another one that focuses on external factors such 
as collective learning and training (e.g., Chia, 1996; Bissola, Emperatori and Biffi, 2017). 
Most of the authors listed in the table above coincide in referring to problem-solving as 
a cognitive process that is affected by founder’s personal attributes except Bissola, 
Emperatori and Biffi (2017), who tested the influence of external factors in the 
development of innovative capabilities toward problem-solving through an experiential 
and collective learning. The same authors put forward the adoption of open innovation 
approach supporting entrepreneurial learning in what they describe as a “rhizomatic 
learning > becoming > organizing process” involved in establishing the relevance of co-
creation and its collective dimension in the process of problem-solving and innovative 
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capability building. This thinking is not rare, a similar approach steams from the Chia’s 
(1996) reflexions, who states that academia can contribute to cultivating entrepreneurial 
imagination and resourcefulness, what he refers as “intellectual entrepreneurship”. 
Further, adaptative managers respond swiftly and positively to change according to the 
same author, who highlights imaginativeness and resourcefulness as managerial traits 
connected with effective problem-solving. 

2.2.2 Risk tolerance and Leadership 

Gardner and Marinko (1996) conducted a literature review with the purpose of assessing 
the effectiveness of Myers-Briggs Type psychometric indicator, putting their focus on 
entrepreneurial managerial attributes such as risk tolerance, problem-solving, 
information systems design, conflict management and leadership. From this research 
emerges successful entrepreneurs to excel through different managerial skills including 
the cognitive process of solving problems (Buttner and Gryskiewicz, 1993; Gardner and 
Martinko, 1996; Hsieh, Nickerson and Zenger, 2007). 

Furthermore, the analysis proposed by Rauch and Frese (2007) on existing literature 
found that some scholars originally linked personal traits such as creativity or risk-taking 
with entrepreneurial activity. Yet, their initial discrepancy about the linkages between 
personal traits and entrepreneurial success discouraged further empirical endeavours 
back in the late 90’s (Rauch and Frese, 2017). Fortunately, renovated empirical meta-
analysis has added to the list other personal traits like need for achievement, proactive 
personality, generalized self-efficacy, stress tolerance, need for autonomy and internal 
locus of control, all highly correlated with both initiation of entrepreneurial activity and 
success (Rauch and Frese, 2017). On the contrary, other works elaborate on the weight 
of cognitive biases such as self-efficacy (Chen, Greene and Crick, 1998; Wennberg, 
Pathak and Autio, 2013), overconfidence and optimism (Hayward, Shepherd and Griffin, 
2006; Gudmundsson and Lechner, 2013), illusion of control, and the belief in the law of 
small numbers (Baron, 2000; Simon, Houghton and Aquino, 2000), all these influencing 
factors closely connected with venture’s failure. And yet, although biases in the early 
steps of the start-up might seem obvious red flags, some scholars posit in favour of these 
biases arguing them beneficial because they reflect a lower risk perception, allowing new 
entrepreneurs to nurture the commitment required for later success (Simon, Houghton 
and Aquino, 2000). 
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Further, Gartner, Starr and Bhat (1999, p.225) found that prior experience or expertise 
did not represent a precondition for success, yet “the flexibility and the ability to 
recognise and react to the completely unpredictable” were reported elements associated 
with new ventures continuity. Other managerial processes linked with survival were 
personal devoted effort, choosing to work with stablished suppliers or subcontractors 
and paying close attention to new entrants through regular market analysis. The same 
authors reported having a clear business vision paramount because those ventures who 
nurture a “more complete and specific vision of the future for their organizations might 
be more able to accomplish the specific tasks necessary for venture survival”. This 
approach is supported by early researchers Pearce and David (1987), their findings seem 
to demonstrate mission statements to be correlated with firm’s performance. Contrary 
to this stream, O'Gorman and Doran (1999) did not find support for the correlation 
between mission statements and start-up performance, however. 

2.2.3 Fearless, Adaptive, Analytical and Risk-taking  

Successful business initiators are said to possess singular cognitive styles and 
characteristic behaviours such as adaptiveness and innovativeness that help them 
navigate the entrepreneurial journey (Buttner and Gryskiewicz, 1993). This is supported 
by Alpander, Carter and Forsgren (1990) who confirmed that successful founders choose 
addressing critical problems with a combination or analytical and risk-taking ability. 
Although the problem-solution matching involved solutions with moderate to 
substantial risk, intuitive or quick decision-making was not chosen. This understanding 
is similarly supported by Buttner and Gryskiewicz (1993) who recognise entrepreneurs 
to exhibit higher propensity to defy risk compared with small business managers, which 
is also in accordance with Buttler (2017) who perceived similar fearless profile. Buttler 
found that entrepreneurs display more perceptive and flexible characteristics than small 
business owners who tend to make decision in a more logical and methodological 
process. When entrepreneurial managerial styles and personality traits were compared 
with managers in large firms the findings were somehow divergent; managers in large 
firms were found to be more rational (Smith, et al., 1988), while entrepreneurs were 
found to be more creative (Strzalecki, 2000; Kier and McMullen, 2018).  
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2.2.4 Problem-solving  

Likewise, Buttner and Gryskiewicz (1993) administrated Kirton’s 
Adaptation/Innovation (KAI) psychometric tool, and they found that in general 
entrepreneurs tend to be more innovative (as measured by KAI) than general managers 
with positions at large organizations. Kirton’s (1976) theory suggests that entrepreneurs 
are better off focusing on processes and tasks that better fit their problem-solving style: 
more adaptative founders are better at administrative tasks, while their more innovative 
colleagues should allocate more time to new product or services development and other 
innovative endeavours in general. Kirton’s KAI measure was developed on the premise 
that managers perceive and confront problems in different ways based on their preferred 
problem-solving style; a problem-solving orientation with focus on adaption or 
innovation (Buttner and Gryskiewicz, 1993). Interestingly, both styles involve a set of 
attributes which can both be beneficial depending on the circumstances, though 
becoming advantageous or disadvantageous therefore (Table 2).  

Buttner and Gryskiewicz (1993) concluded that entrepreneurs would display more 
innovative solutions than managers do in organizations. They also suggested that 
adaptive founders are more likely to run their business for longer than their innovative 
counterparts who will account for greater number of new ventures on their portfolio. 
Goldsmith and Kerr (1991) summarise these cognitive styles describing problem-solving 
and decision making within the context of an organization, arguing that the preferred 
style is determined by whether a person decides to change the institutional or 
organizational context in which the problem appears. That is, adaptors will try to solve 
problems in a way that preserves as much as possible the framework of the problem, 
whereas innovators tend to transform the framework where the problem arises as part 
of the solution. In other words, adaptors will try to do things better by a process of 
improvement and alteration basically maintaining thigs as they are, while innovators will 
try to solve problems by doing things differently, changing the way things are. Kirton’s 
(1976) findings suggest that while an individual’s natural problem-solving style is stable 
and remains unchanged over time or with age, also supported by Goldsmith and Kerr 
(1991), the other set of attributes can be learned and put in practice as part of the 
individual’s coping behaviour.   
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Table 2    Adaptors vs Innovators (adapted from Buttner and Gryskiewicz, 1993) 

  
Adaptors 
 

 
Innovators 

Problem-solving Take problem as given and 
generate ways to develop better 
solutions for immediate high 
efficiency. 

Redefines problem by breaking 
previously defined restraints, 
aims solutions at "doing things 
better." 

Solutions Generate well-thought-out and 
to-the-point solutions that are 
enough to solve the stated 
problem but sometimes fail to 
break the constraints of existing 
patterns. 

Produce multiple ideas that are 
nonobvious and often 
unacceptable to others, but often 
contain approaches to solve 
previously intractable problems. 

Policies Prefer well-structured situations 
and are best at incorporating 
new elements into the existing 
policy. 

Prefer unstructured situations to 
use new data to restructure 
policies and are willing to accept 
the greater risk. 

Organizational fit Enhance ongoing functioning, 
but have difficulty escaping 
established role in times of 
change. 

Enhance flexibility in times of 
change, but have difficulty 
working within ongoing 
organizational demands. 

Perceptions by opposites Seen by innovators as sound, 
conforming, predictable, and 
constrained by the system. 

Seen by adaptors as unsound, 
impractical, risky, dissonance 
creating, and abrasive. 

 

2.2.5 Creativity, Flexibility, and Originality 

Strzalecki (2000) introduced the model ‘Creativity as Style’ which demonstrated good fit 
with creative entrepreneurship. Creativity is presented together in connection with 
innovativeness and connected to a high tolerance for ambiguity, which is also a common 
characteristic defining entrepreneurs (Mueller and Thomas, 2001). Further on this idea, 
creativity is demonstrated to be critical in idea origination, hence physical and mental 
recovery becomes the fuel on which this process runs. Psychological and mental recovery 
stimulates idea generation, key aspects of creativity, a cognitive process of creative 
problem-solving (Weinberger, et al., 2018). On the contrary, spontaneous lifestyle was 
found to inhibit creativity, flexibility, originality, and fluency of cognitive processes, 
which are indicators of creative problem-solving. Overall, Hugo and Garnsey (2005, 
p.139) confirm that “factors originally classed as obstacles” can successfully be turned to 
advantage through entrepreneurial problem-solving processes, an activity that is enacted 
through processes promoting innovative activities and business models through trial and 
error, hence generating creative responses leading to “unexpected developments of 
growth hacking”. 
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2.2.6 Innovativeness and Overconfidence 

Innovativeness is further introduced together with adaptiveness by Goldsmith and Kerr, 
(1991), and in the same line, innovation capabilities are deemed critical components of 
the cognitive mindset of successful entrepreneurs (Bissola, Imperatori and Biffi, 2017). 
Cognitive (or heuristic) ability is acclaimed by Hsieh, Nickerson and Zenger (2007, 
p.1273) as a useful skill as problems increase in complexity. The authors state that 
entrepreneurial opportunity “boils down to valuable problem-solution matching”. 
Opportunity increases as problems become more complex, but as complexity raises, 
trial-and-error becomes less relevant and cognitive search for solutions becomes more 
useful (Hsieh, Nickerson and Zenger, 2007). Contrary to the positive stream proposed 
above, there is one single article signed by Hayward, Shepherd and Griffin (2006) that 
introduces overconfidence as a negative trait described as pervasive and adversely 
impacting founder’s ability to critically judge problems and their solution choice as they 
tend to underestimate the difficulty of solving more complex problems. 

2.2.7 Imaginativeness 

According to Chia (1996, p.409), desired managerial skills can be learnt. For example, 
he recognises the cultivation of the ‘entrepreneurial imagination’ as “the singular most 
important contribution business schools can make to the business community”. Chia’s 
article key message is that entrepreneurs should cultivate—and schools teach—with 
focus on ‘paradigm shifting’ through stimulating entrepreneurial imagination, 
resourcefulness, and process skills to cope with the complexities of business situations. 
The author suggests engaging in a subtle play of idea generation through a process of 
paradigm shifting interacting with real business situations. He describes entrepreneurial 
thinking as one that contravenes the dominant paradigm of a “thought collective”. A good 
example of this paradigm shifting can be seen in entrepreneurs such as Lee Kah Shing, 
Richard Branson, George Soros and Kim Woo-Choong, to name just a few, who have 
made their mark by deliberately breaking conventional wisdom (examples cited by the 
same author).  

In this sense, McMullen and Kier’s (2017 p.2265) scale tackled imaginativeness as a trait 
and found to be an ideational skill requiring of effort, knowledge, imagination, and 
evaluation through generating new imaginative solutions to complex problems. The 
same authors also found that three imaginativeness skills (creativity, social and practical 
imaginativeness) vary between different individuals and that they predict new venture 
“idea quantity and quality differently over and above the effects of motivation, 
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knowledge, and experience.” This explains the “creativity behind ideation as a function 
of attitude, knowledge, evaluation, and imagination.” 

2.3 Social Problem-solving  

The theoretical framework from which steams the present study is the social problem-
solving model originally introduced by D'Zurilla and Nezu (1982; 1999). Social problem-
solving refers to the process of solving problems in real life (social), it describes the 
mental processes (cognitive) and the orientation (proper/style) toward finding and 
implementing suitable solutions for everyday problems. The term ‘social’ means ‘real 
life’, it does not refer to problems between people exclusively; ‘social problem-solving’ is 
an academic term that attempts to describe the human process of dealing with problems.     

D'Zurilla and Nezu’s model (Figure 2) theorises that a person’s problem-solving ability 
is determined by two cognitive processes: problem orientation, and problem-solving 
proper. On the one hand, the authors explain how problem orientation depends on a 
motivational process involving a set of relatively stable cognitive-emotional boundaries 
defining how a person generally thinks and feels about problems in everyday life 
encounters. Problem-solving proper, on the other hand, implies the rational search for 
solution matching through the application of problem-solving skills and techniques 
aimed to amplify the probability of providing the best or most suitable solution for a 
given problem. (Chang, D’Zurilla and Sanna, 2004)  

According to D’Zurilla and Maydeu-Olivares (1995, p.410), which views emerged 

originally based on perspectives expressed by Skinner (1953) and Davis (1966), problem-

solving is conceptualised as a “self-directed cognitive-behavioural process by which an 

individual, couple, or group attempts to identify or discover effective solutions for 

specific problem encountered in everyday living” (Chang, D’Zurilla and Sanna, 2004, 

p.12). The authors explain that given the above definition, it follows that ‘problem’ or 

‘problematic situation’ is one that has not effective or adaptive coping response, one that 
requires problem-solving action. More importantly, D’Zurilla and Maydeu-Olivares 
make a significant distinction between problem-solving process and solution 
implementation, and recognise two perfectly distinguishable set of skills for each of the 
two processes.  

Put in a simple way, problem-solving is an individual’s cognitive-behavioural process 
that consist of identifying ways to solve everyday problems (D’Zurilla and Goldfried, 
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1971; D’Zurilla, Nezu and Maydeu-Olivares, 2002). More specifically, problem-solving 
process deals with a range of problems that influence adaptative functioning and include 
different areas of problems such as intra-personal, community and societal (Haig, 
Quiñones and Moore, 2018). As earlier stated, problem-solving is conceived as a 
multidimensional construct involving two inclusive dimensions: problem orientation 
and problem-solving skills (proper). From this conceptualization emanates that 
problem orientation is theorised to mirror an individual’s predisposition or appraisal to 
problems in everyday living and the problem-solution pairing ability. Problem 
orientation more often involves a positive, constructive disposition toward problems, on 
the contrary, seldomly might involve a tendency to view problems in a negative, 
dysfunctional manner. So forth, on a positive dimension, problem-solving skills can be 
understood as a cognitive-behavioural processes leading toward understanding 
perceived problems and finding effective solutions to cope with them, a rational and 
systematic style. On the other extreme (negative), problem-solving skills can manifest 
rather impulsive, careless and avoidant. (Haig, Quiñones and Moore, 2018) 

Further in this vein, the social problem-solving model is explained as a process involving 
three central concepts: (a) problem, (b) problem-solving, and (c) solution. It is necessary 
however to further differentiate between problem-solving and solution implementation, 
two significantly different concepts influencing research, theory, and practice (Chang, 
D'Zurilla and Sanna, 2004):  

A) A problem (or problematic situation) is defined as “... any life’s situation or task 
(present or anticipated) that demands a response for adaptive functioning, but for which 
no effective response is immediately apparent or available to the person or people 
confronted with the situation because of the presence of one or more obstacles”, that is, 
any life situation or task that demands a response for adaptative functioning (Chang, 
D'Zurilla and Sanna, 2004, p.12). A problem might be a single time-limited event (e.g., 
running out fuel while driving to work), solving a customer compliant, a series of related 
or alike events (e.g., failing to reach sales budget for last two Qs, IT bottlenecks), or a 
chronic, ongoing situation (e.g., self-procrastination, boredom, or feelings of loneliness). 
Problems can be originated both in the environment or within the person, and obstacles 
might adopt shapes of novelty, ambiguity, unpredictability, conflicting stimulus 
demands, performance skill deficits, or lack of resources. (Chang, D'Zurilla and Sanna, 
2004)  



 21 

B) Problem-solving is defined as the “self-directed cognitive-behavioural process by 
which and individual, couple, or group attempts to identify or discover effective solutions 
for specific problems encountered in everyday living” (Chang, D'Zurilla and Sanna, 
2004, p.12). D’Zurilla and Goldfried (1971, cited in Chang, D'Zurilla and Sanna, 2004, 
p.12), describes in more detail this cognitive-behavioural process by pointing that (a) it 
generates an array of feasible solutions for a specific problem, and (b) increases the 
probability of picking the best option from the existing options. It emanates from this 
explanation that “social problem-solving is conceived as a conscious, rational, effortful, 
[and] purposeful activity” (Chang, D'Zurilla and Sanna, 2004, p.12).  

C) A solution is understood as “a situation-specific coping response or response pattern 
(cognitive or behavioural) that is the product or outcome of the problem-solving process 
when it is applied to a specific problematic situation” (Chang, D'Zurilla and Sanna, 2004, 
p.13). An effective solution is said to be one that “changes the situation for the better or 
[reduces] the emotional distress that it produces”, a process that “maximises positive 
consequences and minimises negative consequences” both with personal and social 
outputs in the short-term as well as in the long-term (Chang, D'Zurilla and Sanna, 2004, 
p.13). 

In summary, problem-solving is not the same as solution implementation. The theory of 
social problem-solving distinguishes two processes conceptually different and 
demanding two well-defined sets of skills. If, on the one hand, problem-solving implies 
finding best possible solution to a given problem. Solution implementation, on the other 
hand, denotes the process of deploying those solutions in an efficient manner. For 
example, problem-solving skills are considered general, whereas solution-
implementation skills tend to be specific to the type of problem and solution at hand. 
This is more obvious as some individuals that would show poor problem-solving skills 
might be good solution implementors or vice versa. These deficiencies however are not 
definitive and can be efficiently addressed through training.  

The fundamental assumption on which social problem-solving ability lays is that it is not 
a ‘unity construct’, but instead a ‘multidimensional construct’ built on a set of related 
components. In summary, problem-solving ability assumes two major components: a) 
problem orientation, and b) problem-solving skills (later referred as problem-solving 
proper / style), according to Chang, D'Zurilla and Sanna (2004). On the one hand, 
problem orientation was introduced as a metacognitive process involving cognitive-
emotional schemas reflecting a person’s beliefs, appraisals, and feelings toward 
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problems in living, and toward their own problem-solving ability, a process believed to 
trigger motivation and self-started in solving everyday problems. On the other hand, 
problem-solving skills referred to the cognitive and behavioural activities involved in the 
process of understanding and dealing or coping with problems in effective ways. The 
model identified “four major skills: (1) problem definition and formulation, (2) 
generation of alternative solutions, (3) decision making, and (4) solution 
implementation and verification,” described in more detail in Table 3 below (Chang, 
D'Zurilla and Sanna, 2004, pp.15-16)   

Table 3    Problem-solving skills  

Problem 
solving skill 

Supporting 
articles Process description 

Problem 
definition and 
formulation 

Chang, D'Zurilla 
and Sanna (2004) 

In problem definition and formulation, the problem solver 
tries to clarify and understand the problem by gathering as 
many specific and concrete facts about the problem as 
possible, identifying demands and obstacles, and setting 
realistic problem-solving goals (e.g., changing the situation for 
the better, accepting the situation, and minimizing emotional 
distress). 

D’Zurilla and 
Goldfried (1971) 

 

Problematic situations are often ‘messy’, vague and ambiguous 
lacking facts and information. Individual’s primary task 
involves a process of definition of the problem in operational 
terms, the formulation or classification of relevant elements, 
setting up primary goals, and specify the major subproblems, 
issues or conflicts to tackle with focus on specificity and 
comprehensiveness. Successful problem-solver often use 
reframing or ‘translation’ of unfamiliar abstract terms or ideas 
into more concrete, simpler or familiar terms to work with the 
problem.    

D’Zurilla and 
Nezu (1999) 

 

The objective is to gather relevant factual information about 
the problem, clarify the nature, set realistic goals, and 
reappraise the significance of the problem for personal or 
social wellbeing.  

Generation of 
alternative 
solutions 

Chang, D'Zurilla 
and Sanna (2004) 

In the generation of alternative solutions, the person focuses 
on the problem-solving goals and tries to identify as many 
potential solutions as possible, including both conventional 
and original solutions. 

D’Zurilla and 
Goldfried (1971) 

Brainstorming, deferment of judgement and quantity of ideas 
breeds quality of solutions. An individual will attempt to 
generate one alternative after another without concerning with 
value, acceptability or appropriateness; it is a procedure 
designed to facilitate a great variety of response alternatives as 
possible. 

D’Zurilla (1986) The purpose is to make available as many solution alternatives 
to maximise the appearance of the best solution among them.  
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Decision making Chang, D'Zurilla 
and Sanna (2004) 

In decision making, the problem solver anticipates the 
consequences of the different solutions, judges and compares 
them, and then chooses the ‘best’ or potentially ‘most effective’ 
solution. 

D’Zurilla and 
Goldfried (1971) 

By generating several alternative courses of action, the 
problem solver has, in a sense, exchanged old problems for 
new ones. It takes an educated person to approach problems 
systematically and exhaustively in searching for the ‘best’ 
possible solution. Anticipating the value contribution from a 
source of solutions and the associated costs (utility theory) 
involves a subjective estimation of the probabilities each 
solution will yield. A process of prediction or scenario 
visualization is required.  

D’Zurilla (1986) The purpose is to evaluate the available solution alternatives 
and to select the ‘best’ one(s) to implement. 

Solution 
implementation 
and verification 

Chang, D'Zurilla 
and Sanna (2004) 

In the final step, solution implementation and verification, the 
person carefully monitors and evaluates the outcome of the 
chosen solution after attempting to implement it in the real-life 
problematic situation. 

D’Zurilla and 
Goldfried (1971) 

Verification takes place once the chosen course of action has 
been carried out, a process of assessment allowing for 
corrections if required. It is a process of continuous feedback 
loops that tests to which extent the solution effectively resolves 
the major conflicts in the problematic situation.   

D’Zurilla (1986) The purpose of this component is to assess the solution 
outcome and verify the ‘effectiveness’ of the chosen solution.  

 

2.3.1 The Social Problem-solving Model  

Studies of social problem-solving (problem-solving in real life) have largely adopted 

D’Zurilla’s model (1982; 1999). The model depicts a person’s cognitive-behavioral 

process in dealing with the identification of solutions to everyday problems; see Figure 2 

below. This schematic representation was originally introduced to illustrate the five 
elements in the cognitive process: two problem orientations (positive or negative), and 
three problem-solving styles (rational, impulsive and avoidant). These mental 
orientations are originated and dependent on two overall cognitive extremes: 
constructive or dysfunctional. These cognitive dimensions are decisive and affect the 
problem-solving process involved, often defining the only two possible outputs: positive 
or negative.  

2.3.2 Dimensions of Problem Orientation  

Positive problem orientation is a constructive approach to problem-solving practice. It 
is a cognitive process that “involves the general disposition to (a) appraise a problem as 
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a challenge [ ], (b) believe that problems are solvable (optimism), (c) believe in one’s 
personal ability to solve problems successfully [ ], (d) believe that successful problem-
solving takes time and effort, and (e) commit oneself to solving problems with dispatch 
rather than avoiding them.” (Haig, Quiñones and Moore, 2018, p.7)  

Negative problem orientation, in contrast, is a “dysfunctional or inhibitive cognitive-
emotional set that involves the general tendency to (a) view a problem as a significant 
threat to well-being (psychological, social, economic), (b) doubt one’s own personal 
ability to solve problems successfully (low problem-solving self-efficacy), and (c) easily 
become frustrated and upset when confronted with problems (low frustration 
tolerance).” (Haig, Quiñones and Moore, 2018, p.7) 

2.3.3 Problem-solving Styles 

Rational problem-solving is a constructive problem-solving style defined as deliberate 
and rational, a systematic application of effective problem-solving skills. It is, an effort 
to change a problematic condition for the healthier, reducing the “emotional distress” 
derived from it (Haig, Quiñones and Moore, 2018). 

Impulsivity-careless style is a “dysfunctional problem-solving pattern” consisting of 
applying narrow, impulsive, careless, hurried, and incomplete solutions to known 
problems. This style will only consider few solution options, often picking the first 
solution that comes to mind, where the solutions are sought carelessly, rushed and 
unsystematically, an attitude that also extends to the monitoring of the solutions and the 
possible implementation (Haig, Quiñones and Moore, 2018).  

Avoidance style is another example of dysfunctional cognitive response that is 
characterised by procrastination, passivity or inaction and dependency where the 
individual chooses to avoid instead of confronting problems, putting them aside for as 
long as they can and waiting for problems to resolve themselves, or attempting to shift 
the responsibility of solving them to other persons (Haig, Quiñones and Moore, 2018).  
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Figure 2 Social problem-solving process (Chang, D’Zurilla and Sanna, 2004)  

As a summary, the social problem-solving model described above implies a cognitive 
process with two main outcomes (positive or negative). Problem-solving outcomes are 
assumed largely dependent on two general, partially independent processes: (a) problem 
orientation and (b) problem-solving style. The Figure 2 above, comprehends two primary 
cognitive dimensions (constructive vs dysfunctional), two problem-solving orientations 
(positive vs negative), and three problem-solving styles (rational, impulsive/careless, 
avoidance), making up the present model. As a summary, this thesis introduces problem-
solving in entrepreneurship as a construct framed in the social problem-solving theory, 
described as a person’s cognitive-behavioral process in dealing with the identification of 
solutions to everyday problems. 

2.3.4 Introducing SPSI-R:S  

Up to this point we have covered theories of human capital linked to the liability of start-
up founders and their ability to solve problems in their search for ways to improve new 
venture’s performance. This thesis argues that entrepreneurial performance would 
improve if problem-solving skills could be assessed and deficiencies addressed, further 
improving the entrepreneurial ecosystem as a result of such exercise. This paper finds 
support for these views in the works of Gardner and Martinko (1996), Hsieh, Nickerson 

and Zenger (2007), Buttner and Gryskiewicz (1993), and Chang, D'Zurilla and Sanna 
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(2004), all supporting the notion that managerial deficiencies can be improved via 
training. Although problem-solving processes in entrepreneurship is lacking some 
academic focus, as seen in the section earlier, the extension of research on social-
problem-solving, or the cognitive-behavioral process in finding solutions to everyday 
problems could be explained by the availability of psychometric self-report tools. Some 
tools assessing social problem-solving cognitive styles and behaviours include the 

following: (a) the Problem-Solving Inventory (PSI) (Heppner and Hillerbrand, 1991); (b) 

the Social Problem-Solving Inventory (SPSI) (D’Zurilla and Nezu, 1990), (c) the Social 
Problem-Solving Inventory-Revised (SPSI-R) (D’Zurilla, Nezu and Maydeu-Olivares, 
1995); (d) the Means-Ends Problem-Solving Procedure (MEPS) (Platt and Spivack, 
1975a), (e) the Interpersonal Problem-Solving Assessment Technique (IPSAT) (Getter 
and Nowinski, 1981), and (f), the Inventory of Decisions, Evaluations and Actions (IDEA) 
(Goddard and Mcfall, 1992).  However, while the above tools might enjoy more or less 
popularity, it must be noticed that all these measures have some recognized weaknesses, 
and to date none has unequivocal and definitive evidence of its validity (D’Zurilla, 1986; 
Tisdelle and St. Lawrence, 1986; and Yoman and Edelstein, 1993). 

As discussed earlier in this paper, problem-solving is a construct framed in the social 
problem-solving theory described as a person’s cognitive-behavioral process in dealing 
with the identification of solutions to everyday problems in D’Zurilla’s social problem-
solving model (D’Zurilla and Goldfried, 1971, D’Zurilla, Nezu and Maydeu-Olivares, 
2002). Maydeu-Olivares and D'Zurilla (1995; 1996) found empirical support for the 
model and introduced a psychometric tool to measure problem-solving cognitive 
predisposition through a self-administrated 25-items form. The tool is known as the 
Social Problem Solving Inventory Revised, SPSI-R:S, and has been tested to validate its 
structural consistency through a handful of scientific experiments, further covered in 
Appendix II (Maydeu-Olivares and D’Zrurilla, 1996; D’Zurilla, Nezu and Maydeu-
Olivares, 2002; Hawkins, Sofronoff and Sheffield, 2009; Hasegawa, et al., 2015;  Li, 
Waid-Ebbs, Veloso and Heaton, 2016; Sorsdahl, Stein and Myers, 2017; and Haigh, 
Quiñones and Moore, 2018).  

Originally, back in the 80’s, doctors D’Zurilla and Nezu (1982; 1990) proposed and later 
developed the Social Problem Solving inventory (SPSI) “to isolate and test components 
of their theoretical model of social problem-solving” (Haig, Quiñores and Moore, 2018, 
p.286). The original SPSI was composed by 300 items, later refined to 138 items by 
removing redundant items, and further simplified to 70 items. The 138 items were tested 
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among a sample of 260 undergraduates, where correlational coefficients were reported 
leading to two major scales and seven subscales with 10 items each demonstrating the 
highest correlation with their own subscale, hence the 70 items. Nevertheless, because 
the original SPSI was primarily theory-driven, subsequent psychometric development 
was required, by using exploratory and confirmatory factor analysis (EFA) and 
confirmatory factor analysis (CFA), in this case with two samples of college students (Ns 
= 601 and 322), leading to the five-factor model supported by the resulting goodness and 
fit indices derived from the cross-validation analysis (Maydeu-Olivares and D’Zurilla, 
1995; 1996). Finally, the five-factor model included two problem-oriented dimensions 
and three problem-solving style dimensions (Table 4). Haig, Quiñones and Moore, 
(2018, p.286) describe the five-factor measure as follows: 

The five five-factor model included two problem-oriented dimensions (positive and negative) and 
three problem-solving style dimensions (avoidance problem-solving, rational problem-solving, 
and impulsiveness/careless problem-solving). Positive problem orientation (PPO) reflects the 
tendency to appraise problems as solvable, or as challenges that can be successfully resolved with 
effort, time, and persistence. Negative problem orientation (NPO) reflects an individual’s tendency 
to perceive problems as threatening, doubt one’s ability to solve problems, and become upset when 
confronted with problems (D’Zurilla, Nezu and Madydeu-Olivares, 2002). The three problem-
solving style dimensions include: (a) rational problem-solving style (RPS), which reflects a 
deliberate, rational, and systematic use of effective problem-solving skills; (b) impulsive/careless 
style, or a tendency to implement problem-solving strategies in an impulsive, hurried, and 
incomplete way; and (c) avoidance style (AS), which is described as a problem-solving style 
characterized by passivity, dependency, or procrastination (D’Zurilla, Nezu and Maydeu-Olivares, 
2002, cited in Haig, Quiñones and Moore, 2018, p.286) 

The results of the factor analysis prompted the construction of a revised version, now 
referred as SPSI-R. Part of the restructuring included removing cross-loaded items while 
achieving a more balanced number of times in each factor, which reduced administration 
burden. The result was a 52-item five-factor model measure fitting the data through a 
CFA analysis that reported “strong evidence of internal consistency, stability, and 
validity (i.e., concurrent, predictive, convergent, and discriminant)”, according to 
D’Zurilla, Nezu and Maydeu-Olivares, (2002, cited in Haig, Quiñones and Moore, 2018, 
p.287).  

Later, a shorter version named SPSI-R:S was introduced to reduce administrative time 
according (Appendix I). In this last version (Table 5), 25 items were selected to best 
represent the theoretical structure of the problem-solving five-dimension model. This 
version was validated through a structural analysis conducted with a population of 601 
(N = 601) individuals (Maydeu-Olivares and D’Zurilla, 1996). The results of the Root 
Mean (Square Error of Approximation (RMSEA) = .053, Root Mean Square Residual 
(RMSR) = .049, Adjusted Goodness of Fit (AGFI) = .89, Relative Noncentrality Index 
(RNI) = .91) indicated good to adequate fit (D’Zurilla, Nezu and Maydeu-Olivares, 2002). 
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Similar internal consistency was recorded in three normative samples (young, middle-
aged, and elderly adults) and stability over three-week period in three young adult 
samples (D’Zurilla, Nezu and Maydeu-Olivares, 2002). Finally, criterion validity was 
proved while analysing correlations between SPSI-R:S and measures of stress, symptoms 
of depression and anxiety, hopelessness, and suicidal ideation. Mirroring the social 
problem-solving model, adaptive components of social problem-solving like Positive 
Problem Orientation (PPO) and Rational Problem-Solving Style (RPS) were correlated 
with lower scores on dimensions of psychological affliction. In the same spirit, and as it 
would have been predicted, maladaptive components of social problem-solving like 
Negative Problem Orientation (NPO), Impulsive/Careless Style (ICS), and Avoidance 
Style (AS) were connected to higher values on measures of the same psychological 
affliction, likewise.      

Table 4    SPSI-R:S five-factor model (Haigh, Quiñones and Moore, 2018) 

Factor Description Acronym Dimension 

Positive problem 
orientation 

Reflects the tendency to appraise problems 
as solvable, or as a challenge that can be 
successfully resolved with effort, time, and 
persistence  

PPO Positive 

Negative problem 
orientation 

Reflects and individual’s tendency to 
perceive problems as threatening, doubts 
one’s ability to solve them and become upset 
when confronted with problems 

NPO Negative 

Rational problem- 
solving style  

Reflects a deliberate, rational, and 
systematic use of effective problem-solving 
skills 

RPS Rational 

Impulsive/careless 
style 

Involves a tendency to implement problem-
solving strategies in an impulsive, hurried, 
and incomplete way 

ICS Impulsive 

Avoidance style Described as a problem-solving style 
characterized by passivity, dependency, or 
procrastination 

AS Avoidance 

 

More recently, Hawkins, et al. (2009) found evidence for the validity of a five-factor 
model of the SPSI-R. Hasewaga, et al. (2015) found that the five-factor model (Japanese 
version) did not prove a good fit, however. Further, Li, et al. (2016) were not able to 
validate the model, and Sorsdahl, Stein and Myers (2017), while found evidence of a five-
factor structure, items cross-loaded on more than one factor. Most recently, Haigh, 

Quiñones and Moore (2018) were not able to justify a good fit in the model with several 
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items cross-loading. Finally, when removed these items subsequent CFA demonstrated 
adequate model fit, which was later validated on the group 2.  

Table 5    SPSI-R:S 25 items model (D’Zurilla, Nezu and Maydeu-Olivares, 2002) 

Item Description Acronym Dimension 
1. I feel threatened and afraid when I have an 

important problem to solve. 
Negative problem 
orientation 

NPO Negative 

2. When making decisions, I do not evaluate all my 
options carefully enough. 

Impulsive/careless 
style 

ICS Negative 

3. I feel nervous and unsure of myself when I have 
an important decision to make. 

Negative problem 
orientation 

NPO Negative 

4. When my first efforts to solve a problem fail, I 
know if I persist and do not give up easily, I will be 
able to eventually find a good solution. 

Positive problem 
orientation 

PPO Positive 

5. When I have a problem, I try to see it as a 
challenge, or opportunity to benefit in some 
positive way from having the problem. 

Positive problem 
orientation 

PPO Positive 

6. I wait to see if a problem will resolve itself first, 
before trying to solve it myself. 

Avoidance style AS Avoidance 

7. When my first efforts to solve a problem fail, I get 
very frustrated. 

Negative problem 
orientation 

NPO Negative 

8. When I am faced with a difficult problem, I doubt 
that I will be able to solve it on my own no matter 
how hard I try. 

Negative problem 
orientation 

NPO Negative 

9. Whenever I have a problem, I believe that it can 
be solved. 

Positive problem 
orientation 

PPO Positive 

10. I go out my way to avoid having to deal with 
problems in my life. 

Avoidance style AS Avoidance 

11. Difficult problems make me upset. Negative problem 
orientation 

NPO Negative 

12. When I have a decision to make, I try to predict 
the positive and negative consequences of each 
option. 

Rational problem- 
solving style 

RPS Rational 
 

13. When problems occur in my life, I like to deal with 
them as soon as possible. 

Positive problem 
orientation 

PPO Positive 

14. When I am trying to solve a problem, I go with the 
first good idea that comes to mind. 

Impulsive/careless 
style 

ICS 
 

Impulsive 
 

15. When I am faced with a difficult problem, I 
believe that I will be able to solve it on my own if I 
try hard enough. 

Positive problem 
orientation 

PPO Positive 

16. When I have a problem to solve, one of the first 
things I do is get as many facts about the problem 
as possible. 

Rational problem- 
solving style 

RPS Rational 
 

17. When a problem occurs in my life, I put off trying 
to resolve it for as long as possible. 

Positive problem 
orientation 

AS Positive 

18. I spend more time avoiding my problems than 
solving them. 

Avoidance style AS Avoidance 

19. Before I try to solve a problem, I set a specific goal 
so that I know exactly what I want to accomplish. 

Rational problem- 
solving style 

RPS Rational 
 

20. When I have a decision to make, I do not take the 
time to consider the pros and cons of each option. 

Impulsive/careless 
style 

ICS 
 

Impulsive 
 

21. After carrying out a solution to a problem, I try to 
evaluate as carefully as possible how much the 
situation has changed for the better. 

Rational problem- 
solving style 

RPS Rational 
 

22. I put off solving problems until it is too late to do 
anything about them. 

Avoidance style AS Avoidance 

23. When I am trying to solve a problem, I think of as 
many options as possible until I cannot come up 
with any more ideas. 

Rational problem- 
solving style 

RPS Rational 
 

24. When making decisions, I go with my “gut feeling” 
without thinking too much about the 
consequences of each option. 

Impulsive/careless 
style 

ICS 
 

Impulsive 
 

25.  I am too impulsive when it comes to making 
decisions. 

Impulsive/careless 
style 

ICS 
 

Impulsive 
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2.4 Venture Capitalists  

This paper introduced earlier that entrepreneurship has become subject of globally 
growing attention (Chowdhury, Audretsh and Belitski, 2019; Balachandra, Briggs and 
Brush, 2019), raising both academic and institutional interest striving to learn what 
characterizes competent entrepreneurs, and whether cognitive styles, behaviours or 
managerial skills could help predict successful entrepreneurial initiatives (Chen, Greene 
and Crick, 1998; Brüderl, Preisendörfer and Ziegler, 1992; Rauch and Frese, 2017). In 
connection with entrepreneurial thrive, venture capitalists are viewed as a strategic 
source of start-up sponsorship, they have developed techniques and processes to assess 
human capital among other key performance indicators, “shaping the environment 
within which new ventures evolve,” and playing a central role in the entrepreneurial 
ecosystem (Baum and Silverman, 2004, p.411). Numerous studies covering VCs and their 
investment decision processes have provided strong evidence of their influence in new 
venture’s long-term success (Franke, et al., 2006). Although the extended research 
provides substantial support to VCs’ centrality to entrepreneurial economies, the same 
authors argue controversial results due to methodological shortcomings (e.g., most 
research relies on post-hoc methodologies lacking past information), and systematic 
biases in the investment decisions executed by these same venture capitalists, like 
decision making mainly based on gut feeling (Shepherd and Zacharakis, 1999; 
Zacharakis and Meyer, 1998; Shepher, Zacharakis and Baron, 2003; Zacharakis and 
Meyer, 2000). For example, Franke, et al. (2006) found in their research that 55% of the 
cases from a total of 51 VCs studied, the responsibility of screening start-up’s initial 
applications relies on one single person; often a lower level analyst, which implies an 
obvious distortion in the first step of the process. This issue, regarding flawed screening 
methodologies, is likewise supported by Dixon (1991) who provides a higher rate of 
applicant initial rejection reaching 80%. This approach is at odds with the extensive 
efforts that VCs put in later-stages of the start-up’s assessment process.  

While it is obvious that the identification of suitable prospects is a core process for 
venture capitalists and other intermediaries operating as source of capital (Mollick, 
2014), human capital—central to entrepreneurial success—is conceived as one area 
difficult to assess in new venture proposals, sometimes taking up several stages in the 
evaluation process (Franke, et al., 2008). The weight of human capital in new venture 
selection is more obvious because VCs regard having industry expertise, proven 
leadership style and a set of managerial skills together with engineering/technological 
skills, key characteristics of start-up teams of their choice (Franke, et al., 2008; 
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McMillan, et al., 1985). However, compatible personality characteristics and other soft 
skills, while very important for some, are sometimes less influential in the selection 
process according to McMillan, et al. (1985). According to the same author, having 
familiarity with the target market, leadership capability and track record are regarded to 
the new venture as key experience requirements.  

We can argue so far that new ventures who manage to build a solid, entrepreneurial and 
skilled management team, will have better chances to secure funding at VCs’ negotiation 
table. For example, founders with good team-building skills often become role model 
entrepreneurs; some popular examples include Steve Jobs (Apple), Richard Branson 
(Virgin), Mikkel Svane (Zendesk), or Jessica Alba (The Honest Company). Not 
surprisingly, assembling a solid, entrepreneurial, and experienced team is seen as 
precondition for success (Hornuf and Schmitt, 2017). Hence, building a strong, flexible 
and competent team early in the runway of the new venture might be the first step to 
attract investors, primary and most importantly because the entrepreneurial team will 
define new venture’s fate (Renko, et al., 2015; Gorman and Sahlman, 1989; Muzyka, 
Birley and Lelelux, 1996; Shepherd, 1999) Further into the success odds, start-ups who 
have acquired initial investment from experienced investors hold a good chance of 
survival, attracting further follow-up funding during the growth stage (Hornuf and 
Schmitt, 2017). This is consistent with Cantamesa, et al. (2018) who cited lack of funding 
as one of the main reasons for start-up fatality. Hence, one can argue that if the new 
venture fails to attract initial interest from founding sources, it might encounter even 
harder to find larger support later in their growth curve.  

Venture capitalists’ pre-funding start-up evaluation infer that fund managers rate older 
start-up’s management teams higher than young ones. Some of the criteria VCs use in 
assessing the attractiveness of new ventures also include market growth size, product 
attractiveness, the expected rate of return and the expected risk (McMillan, et al., 1985; 
Franke et al., 2008). However, as stated before, VCs are not free from biases in their 
decision making, for example, Franke, et al. (2006) pinpoint the psychological 
foundations of the similarity effect. Based on the principle of similarity-hypotheses 
(Byrne, 1971), VCs’ processes of new venture screening tend to favour management 
teams that are alike in education level, field of training, professional background, and 
age, elements of the entrepreneurial profile, also supported by Franke, et al. (2008). In 
this vein, the same authors point to the team’s size integrated by four members to be 
ideal as it seems to be a common size for start-up teams. 
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2.4.1 VCs’ Investment Selection Process 

The existing body of research covering venture capitalists’ decision-making introduces 
the notion that VCs, in their investment decision process “have a tendency to overstate 
the least important criteria and understate the most important criteria compared to the 
“in use” decision policies.” Venture capital investment decisions are often deemed 
dubious, and their processes are not always transparent as they contribute to their 
competitive advantage. Shepherd describes how earlier studies asked venture capitalist 
to rank their investment decision process as per their (1) investment decision; (2) the 
likelihood of success; and (3) the likelihood of failure. However, Shepherd recognises the 
limitations of these methods because of “problems of retrospective reporting”. 
(Shepherd, 1999, p.76-77)    

Shepherd (1999) reports other attributes included in his conjoint analysis, where a 
sample of venture capitalist assessment processes was scrutinised by asking them to 
evaluate a series of conjoint profiles which described new ventures in terms of eight 
attributes: (1) timing of entry; (2) stability of key success factors; (3) educational 
capability; (4) lead time; (5) competitive rivalry; (6) mimicry; (7) scope; and (8) industry-
related competence (Table 6).    

Table 6    Attributes in the selection process (Shepherd, 1999, p.78) 

Attribute 
 
Level 
 

 
Definition 

Timing of Entry Pioneer 
Late 
Follower 

Enters a new industry first 
Enters an industry late in the industry's stage of 
development. 

Key Success Factor Stability High 
 
Low 

Requirements necessary for success will not change 
radically during industry development  
Requirements necessary for success will change 
radically during industry development. 

Educational Capability  High 
 
Low 

Considerable resources and skills available to overcome 
market ignorance through education. 
Few resources or skills available to overcome market 
ignorance through education. 

Lead Time Long 
 
Short 

An extended period of monopoly for the first entrant 
prior to competitors entering the industry. 
A minimal period of monopoly for the first entrant prior 
to competitors entering this industry. 

Competitive Rivalry High 
 
Low 

Intense competition among industry members during 
industry development.  
Little competition among industry members during 
industry development. 

Entry Wedge Mimicry High 
 
 
Low 

Considerable imitation of the mechanisms used by 
other firms to enter this, or any other industry, for 
example, a franchisee. 
Minimal imitation of the mechanisms used by other 
firms to enter this, or any other industry, example is 
introducing a new product. 
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Scope High 
 
 
Low 

A firm that spreads its resources across a wide spectrum 
of the market, for example, many segments of the 
market. 
A firm that concentrates on intensively exploiting a 
small segment of the market, for example, targeting a 
niche. 

Industry Related Competence High 
 
 
Low 

Founder has considerable experience and knowledge 
with the industry been entered on a related industry. 
Founder has minimal experience and knowledge with 
the industry been entered or related industry. 

 

MacMillan, et al. (1985, p.121) sheds more light into VC’s assessment of human capital, 
where they list up to twenty-four assessment criteria grouped in five classed sections 
(Table 7); were in group I are those to do with the entrepreneur’s personality; in group 
II, those to do with the entrepreneur’s experience; in group III, those to do with the 
characteristics of product or service; in group IV, those to do with characteristics of the 
market; and in group V, those to do with financial considerations. MacMillan, Siegel and 
Subba Narasimha (1985) report ‘sustaining power’ and ‘ability to handle risk’ as the most 
important personality characteristics to be checked in the founder’s pitch. Then, ‘having 
a compatible personality is not considered relevant, however, the high standard 
deviation suggests discrepancy among respondents. Further, seems to be consensus in 
that ‘having relevant field experience’ and ‘familiarity with the target market’ are highly 
valued indicators of success. Likewise, ‘demonstrated leadership capability’ and ‘track 
record’ are considered relevant indicators of success by venture capitalists overall.  
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Table 7    Selection criteria (MacMillan, Siegel and Subba Narasimha, 1985, p.121) 

Group 
 
        Criteria 
 

 
Mean 

 
SD 

Founder’s 
Personality 

1. Capable of sustained intense effort 
2. Able to evaluate and react to risk well 
3. Articulate and communicate well in discussing venture 
4. Attention to detail 
5. Has a personality compatible with mine 

3.60 
3.34 
3.11 
2.82 
2.09 

0.57 
0.73 
0.71 
0.69 
0.81 

Founder’s 
Experience 

6. Thorough familiar with the market target 
7. Demonstrated leadership ability in past 
8. Has a track record relevant to the venture’s field 
9. Founder was referred to me by a trustworthy source 
10. I am already familiar with the founder’s reputation 

3.58 
3.41 
3.24 
2.03 
1.83 

0.57 
0.67 
0.69 
0.62 
0.71 

Product or 
Service 
Characteristics  

11. Product is proprietary or can be protected 
12. Product enjoys demonstrated market acceptance 
13. Product has been developed into a prototype 
14. Product may be described as “high-tech” 

3.11 
2.45 
2.38 
2.03 

0.71 
0.74 
0.90 
0.96 

Market 
Characteristics 

15. The market enjoys a significant growth rate 
16. The venture will stimulate an existing market 
17. The venture is in an industry with which I am familiar 
18. There is little competition during the first 3 years 
19. The new venture will create a new market 

3.34 
2.43 
2.36 
2.33 
1.82 

0.64 
0.76 
0.78 
0.72 
0.83 

Financial 
Considerations 

20. Required return is x10 investment within 5-10 years 
21. Required investment can easily turned liquid 
22. Required return is x10 investment within 5 years 
23. Further rounds of investment are not expected 
24. We will not participate in further rounds  

3.42 
3.17 
2.34 
1.34 
1.20 

0.79 
0.89 
0.81 
0.52 
0.45 

Sample size: 100; scale 1-4, where 1 means irrelevant and 4 means essential. 

In summary, VCs’ funding decisions are strongly determined by the “quality of the 
founder[s]” as depicted by the Table 7 above, where entrepreneurs’ experience and 
personality (human capital) are highly valued items in the list (MacMillan, Siegel and 
Subba Narasimha, 1985, p.128). We can argue thereof that the connection between 
human capital and start-up’s fate is visible strong. Similarly, as described earlier in this 
paper, venture capitalists’ role in the fate of the new venture is decisive, which makes 
their participation in this research justified as they have developed screening techniques 
to assess suitable investment opportunities, hence having proven experience in 
evaluation methods. 

2.5 Summary of the Literature Review 

This literature review has covered four research frameworks; (1) Human capital as a 
necessary precondition for success, (2) problem-solving within entrepreneurship 
described as an entrepreneurial key task, (3) the Social Problem Solving theory where 
problem-solving is described as a cognitive ability involving two mutually inclusive 
processes: problem orientation (cognitive-emotional) and problem-solving proper 
(hands on approach, proactive), and (4) the role of venture capitalists in connection with 
the assessment of human capital and new venture fate.  
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It seems apparent so far that the existing literature covering problem-solving could be 
more extense in the entrepreneurial realm, which could bring more insight on this 
competence and its impact in the entrepreneurial endeavour. There is a clear gap 
between what we know about problem-solving in disciplines like psychology, medicine, 
health and neuroscience, and our understanding about problem-solving in 
entrepreneurship and how it could contribute to the management theories in 
entrepreneurship. The following section will summarise the literature review.  

The section covering theories of human capital started by describing its meaning, it was 
introduced that it refers to skills, knowledge, and experience that a person acquires 
through schooling, working experience or training and life’s long learning. Acquiring a 
good equity stake in human capital can be seen as a personal investment, for example 
through schooling or ‘at the work’ experience. A high stock of human capital was 
presented in this paper in direct connection with problem-solving competence. In other 
words, the more knowledge and experience a person possess, the better she will perform 
at solving problems. This also applies to entrepreneurship, as well as other areas in one’s 
life. In the case of start-ups for example, the higher the stock of human capital, the better 
odds of succeeding and thriving. On the opposite, worse performers will eventually 
account for a poor stock of human capital.  Further on this thought, a low stock of human 
capital is linked in academia with poor managerial performance and entrepreneurial 
failure (Alpander, et al., 1990; and Van Gelderen, Thurik and Bosma, 2005). It is in the 
best interest of venture capitalists and new venture founders to pay special attention to 
the need to develop techniques and processes that can help accurately assess human 
capital before recruiting or allocating investments.    

Next, it was stated that problem-solving through solution matching is an ongoing process 
in entrepreneurial practice, it emerges not only in connection with opportunity 

exploitation or smart business decisions (Hsieh, Nickerson and Zenger, 2007). Through 

the analysis of the few articles found on problem-solving it was stated that such research 
area remains underdeveloped, considering the important role it plays in the managerial 
realm. Regarding problem-solving in the context of entrepreneurship, it has been 
stablished that while personal traits can enhance the cognitive response entrepreneurs 
give to the solution matching process, founder’s biases, for example those originated in 
the societal norms of behaviour, intuition and/or incompetence, can negatively affect the 
output likewise. From the literature on problem-solving in entrepreneurship steams 
management as having a decisive role in the new venture’s fate. Given the impact of the 
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founders’ role in the success options of the new venture, it follows to propose assessing 
problem-solving skills as means to contribute to the better outcome of the project. 
Problem-solving is an essential process in entrepreneurial leadership, an entrepreneurial 
key task as some escolars describe it (Gardner and Martinko, 1996; Hsieh, Nickerson and 

Zenger, 2007; Buttner and Gryskiewicz, 1993).  

Later, the concept of social problem-solving was introduced in this literature review as a 
cognitive process through which and individual or a group attempt to find solutions to 
known problems. Social problem-solving is described as an output of knowledge, 
imagination, and judgement, requiring moderate risk-taking and innovativeness. 
Scholars have defined two main settings influencing the cognitive process of solving 
problems; the first is associated with personal traits and cognitive learnings and 
experiences (human capital), and the second is based on external influences such as 

collective problem-solving practices. In other words, social problem-solving is 

considered a behavioural cognitive coping mechanism that enhances overall individuals’ 

competence and adaptation (D'Zurilla, 1986; D'Zurilla and Nezu, 1990). Further, Gagné 

(1996, cited in D’Zurilla and Nezu, 2010, p.198) states that problem-solving constitutes 

a “learning process, a general coping strategy, and a self-control method. Because 

problem solution results in a change in performance capability in specific situations, 

social problem-solving qualifies as a learning process”. From these views emanates that 

only if problem-solving is perceived as a competency, can it be implied that this 

‘competency’ may change through training. From these views it can be concluded that 

entrepreneurs might be concerned with their suitability to navigate future uncertainty, 
developing core competences able to improve how they assess managerial deficiencies in 
the pursuit of better performance throughout the business life. 

Following the introduction of the social problem-solving theory, the theory section 
presented the SPSI-R:S, were Drs. D’Zurilla and Nezu (1982; 1986; 1990; 2002) 
developed the five-factor model, a self-report psychometric tool. The five-factor model 
includes two problem-oriented dimensions and three problem-solving style dimensions 
(Table 4). The tool is known today as the Social Problem Solving Inventory Revised in its 
short form (25 instead of 50 questions), the SPSI-R:S, and has been tested to validate its 
structural consistency through several scientific trials in diverse disciplines (Appendix 
II). The SPSI-R:S has been recommended to assess individuals problem-solving ability 
and cognitive limitations while tackling trainable solutions. 
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This thesis argues, based on the analysis of the existing literature, that despite the 
widespread use of the SPSI-R:S to help individuals assess their problem-solving ability 
and cognitive weaknesses while addressing trainable solutions in a handful of 
disciplines, there is no evidence of the SPSI-R:S been administrated in entrepreneurial 
settings. Although entrepreneurship is not a new concept, given its growing popularity 
and its influence in the local economies, it makes this topic one that is worth reviewing 
in the context of entrepreneurial leadership.  

Finally, we reviewed academic papers covering the role of venture capitalists, which have 
established the indisputable weight they pose in contributing to the fate of new ventures, 
making VCs indispensable stakeholders in this ecosystem (Baum and Silverman, 2004). 
This thesis has covered various studies on VCs and their investment decision process, all 
pointing to VCs influence in the new venture success (e.g., Franke, et al., 2006). It seems 
obvious that it is in VCs’ self-interest to accurately assesses start-up founders and 
management teams’ suitability to their role (MacMillan, Siegel and Subba Narasimha, 
1985). Together with start-up founders, venture capitalists, as well as other 
intermediaries proving access to capital, likewise, play a central role in entrepreneurship 
creation and thrive because their funding decisions have an impact in entrepreneurial 
growth (Baum and Silverman, 2004). Generally, funding decisions are made based on 
their assessment of founders’ ability to lead the firm through its journey from inception 
to growth stage and exit (MacMillan, Siegel and Subba Narasimha, 1985, p.121). We can 
conclude that the identification of suitable prospects is a core process of venture 
capitalists, they are indeed key strategic stakeholders in the start-up ecosystem (Mollick, 
2014). 
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3 METHOD  

This section describes the philosophical inclination, the research method applied in this 
thesis as well as the research design adopted and the motivations for these choices. 
Additionally, the sample choice and the analysis that follows the data collection process 
is introduced.   

3.1 Context of the Study  

The overwhelming rate of entrepreneurial failure calls for continued thorough research 
to better understand the possible opportunities to reduce these figures where possible 
(Acs, et al., 2018; Cantamessa, et al., 2018). Academia has for long attempted to identify 
what make successful entrepreneurs and the reasons behind the high rates of new 
venture mortality (Roure and Keeley, 1990; Chen, Greene and Crick, 1998; Ensley, 
Pearce and Hmieleski, 2006; Rauch and Frese, 2007). For example, theories of human 
capital, which have established strong correlation between skills and education and 
managerial performance, is one that explains why some entrepreneurs perform better 
than others (Brüderl and Preisendörfer, 1998; Brüderl, et al., 1992; Unger et al., 2011).  

The raise of contemporary entrepreneurship has attracted numerous stakeholders to the 
ecosystem, some of them gaining a pivotal role. For example, venture capitalists and 
private equity operators have become instrumental in new venture backing, partly 
responsible for their growth and thrive. VCs are considered experts in identifying 
suitable investment candidates via screening processes involving the assessment of start-
up founders and their human capital stock. The growing popularity in entrepreneurial 
activity and its impact in local economies suggests that even small improvements in new 
venture survival could yield significant benefits for the society at large (Chowdhury, 
Audretsh and Belitski, 2019; Balachandra, Briggs and Brush, 2019). For example, 
Finland has recently gained the status of international entrepreneurial hub, attracting 
the largest private equity and venture capital investment as a percentage of its GDP, 
compared with most EU counterparts, which makes this location one of growing interest 
for researchers in entrepreneurship (Paaomasijoittajat, 2021). This thesis research 
proposes conducting a qualitative enquiry by interviewing VCs in Finland to better 
understand their screening processes and their understanding of problem-solving in the 
context of entrepreneurship. Their responses will shed light on the applicability of the 
SPSI-R:S, which could contribute to the body of research on entrepreneurial leadership.   
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3.2 Philosophical Approach 

It is through research philosophy that fundamental conceptual assumptions are 
explained, also referred as the philosophy of science. The constructivist paradigm for 
example is the research philosophy that investigates “the multiple realities constructed 
by people and the implications of those constructs in their lives and interactions with 
others” as reported by Patton (2002, p.96). The constructivism ontological assumption 
sees reality as inherent to the perception. Reality comes hereby as a construct based on 
individual’s experiences rather than something absolute, an interpretation that can be 
collectively shared by a group with cultural ramifications (Guba and Lincoln, 1994). 
From an epistemological stance, constructivism takes knowledge as a subjective element 
precisely because it is generated by the human, one that is biased in these terms. As Guba 
and Lincoln describe it, knowledge is influenced by the reciprocal relationship between 
the research and the object of the investigation. This knowledge is nothing else than the 
perceived reality of the researcher affected by its own perceived reality and its 
interactions with the object been studied (Guba and Lincoln, 1994). In this sense, this 
research can be argued to emanate from the constructivist paradigm.     

In other words, this thesis research adopts a constructivist approach while investigating 
how the SPSI-R:S is perceived by VCs to address problem-solving skills, their processes, 
and their understanding of problem-solving in the context of entrepreneurship. Because 
the constructivist paradigm builds on the ontological assumption of multiple realities 
perceived individually, hence influenced by a person’s social norms, values, experiences, 
and perceptions, we can assume VCs’ understanding of the usability of the tool overall 
will be influence by their own perceived realities. Therefore, this study acknowledges 
such constructivist limitations throughout its findings. 

3.3 Research Design 

In business studies there are two main research streams generally adopted: the 
quantitative and the qualitative method (Bryman and Bell, 2015). Both methods can be 
used independently or jointly, the later referred as “mixed method”. The main difference 
is regarded as whether the data collection has a numerical measurement framework 
(quantitative) or not, in which case the data is gathered through conversations, 
observation, pictures, words, video, etc. (Saunders, Lewis and Thornhill, 2016; Bryman 
and Bell, 2015). Patton (2002) suggests to apply the qualitative research method in cases 
where little previous research has been conducted on a specific phenomenon, whenever 
possible. The reader should be reminded however that the status of distinction between 
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qualitative and quantitative research streams is regarded by some few academics as 
ambiguous, “no longer useful, or even conceived as false”, by quoting Bryman and Bell 
(2015, p.37, citing Layder 1993, p.110). 

In this thesis, the qualitative research design was proposed via the use of open-ended 
interview questions held online with the help of appropriate software (Microsoft Teams). 
This choice builds on the views of Myers (2013), who states that qualitative research 
method investigates people’s motives and reasons underlying their behaviour. Because 
the choice of a research design mostly depends on what the author is trying to find out 
(Silverman, 2005), the use of qualitative enquiry is largely justified in this case. In Myers’ 
(2013) views, qualitative design aims to generate understanding of persons, their saying 
and doing; data collected through observations, interviews, questionnaires, documents, 
tests, and researcher’s impressions obtained from the observations themselves. This 
stance is likewise supported by other academics who sponsor the use of qualitative 
research when approaching few participants, because in these cases it is more difficult to 
generalise results, while it provides a more detailed in-depth view on a specific 
phenomenon (Johnson and Onwuegbuzie, 2004; Bryman and Bell, 2015; Saunders, 
Lewis and Thornhill, 2016).  

Through the body of literature reviewed in this thesis, it was introduced that the role of 
the founders is critical for entrepreneurial success, a liability partly attributed to 
founders’ stock of human capital, that is, education, experience and on-the-job training 
and learning through life (Unger et al., 2011). Likewise, it was introduced that VCs have 
positioned themselves as key enablers of venture success, strengthening their pivoting 
role in the entrepreneurial ecosystem. VCs have for decades developed processes and 
techniques in the evaluation of investment opportunities via the assessment of new 
ventures and their founding teams, which makes them ideal informants in this research. 
With these points in mind, this thesis research proposes a qualitative enquiry to 
investigate VCs’ processes while evaluating human capital, more precisely regarding 
their assessment and understanding of problem-solving skills in the context of 
entrepreneurship, likewise investigating their impressions on the usability of the SPSI-
R:S, which will lead to answering the originally proposed research questions:  

RQ1: How do VCs evaluate problem-solving skills while assessing founder’s human capital?  

RQ2: How is SPSI-R:S perceived by VCs to address entrepreneurial problem-solving skills? 

RQ3: How do VCs understand problem-solving in the context of entrepreneurship? 
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In summary, this study looks for opportunities to contribute to the field of research on 
entrepreneurial leadership through its findings. This thesis, based on the analysis of 
literature introducing human capital, problem-solving in entrepreneurship, social 
problem solving and theories of venture capitalist screening methods, proposes that the 
opportunities of new venture survival would improve if entrepreneurs would develop 
substantial ability in the problem-solving domain.  

This thesis project undertakes research quality seriously and seeks for academic 
consensus by following academic recommendations, making a responsible description of 
the research method, design and context to help future replication (Saunders, Lewis and 
Thornhill, 2016). The data collection intervention relays on qualitative interviews, which 
favours respondents to shed qualitative input to subject matter of study. The following 
sections describe the sample choice, the data collection process, and the interview 
method.  

3.3.1 Sample Choice 

The theory section of this manuscript identified two structural stakeholders in the raising 
entrepreneurial activity: start-up founders (or entrepreneurs), and venture capital 
investors. It was introduced so far that entrepreneurship has become an indisputable 
driver of societal wealth and economic growth, and it does so by tapping on new business 
opportunities, promoting productivity, and creating jobs while addressing some of 
society’s toughest challenges (Global Entrepreneurship Monitor, 2021). Likewise, it was 
highlighted that private equity and venture capital operators are deemed necessary 
stakeholders in the growing start-up ecosystem, one that contributes to innovation, 
personal wealth, and economic growth across continents and regions.  

For example, this raise in entrepreneurial popularity can be observed in the words of Eric 
de Montgolfier, CEO at Investment Europe (Investment Europe, 2021), where he states 
that over the last ten years (2009-2019), Europe has seen an unprecedented raise in 
private equity investment both in SMEs and new ventures. More specifically, in Finland, 
the investments received by start-ups surged to a new record, almost EUR 1bn in 2020, 
from an average 0,5bn the previous two years. According to the Finnish Venture Capital 
Association (FVCA), the amounts of investments received has tripled in five years. 
Compared with other EU countries, Finnish start-ups receive the largest proportion as a 
percentage of its DGP. As means of comparison, Finnish start-up funding is 77% ahead 
of UK which holds the second position and doubled the size of its Swedish counterpart, 
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when considering both domestic and foreign VC investments overall (Paaomasijoittajat, 
2021). Finland VC activity and funding size is constantly growing, becoming one of the 
most prominent start-up hubs relative to the size of its economy. “We are now ‘European 
champions’ of start-up funding, [ ] attracting more top talent, and capital to Finland” 
stated Pia Santavirta, Managing Director at FVCA (Paaomasijoittajat, 2021). Down 
below, the Figure 3 depicts VC investment volume into the European start-up ecosystem 
as percentage of GDP.  

 

Figure 3 VC investments into European start-ups as percentage of GDP 

With all the above in mind, this research has selected the population object of study 
consisting of venture capital firms operating in the Nordics and registered with the 
Finnish Venture Capital Association (Paaomasijoittajat, 2020). From this population, 
160 individuals were contacted via email, from these, a total of 12 venture capital 
investors participated in the interviews. The data collection process utilizes a purposeful 
sampling strategy, although the total number of participants is indisputable small, the 
qualitative nature of this research design and the use of open-ended interview questions 
with the objective to explore rather than to generalise, might be considered sufficient to 
answer the research questions proposed in this thesis (Patton, 2002). This research 
strategy is also supported by Myers (2013), who states that qualitative research method 
investigates people’s motives, and their drivers underlying their behaviour. The 
investigative nature of the qualitative enquiry is likewise supported by other scholars 
who justify this approach in benefit of more detailed, in-depth scrutiny of a particular 
occurrence (Johnson and Onwuegbuzie, 2004; Bryman and Bell, 2015; Saunders, Lewis 
and Thornhill, 2016).  
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From the selected firms, only members of the executive team were invited to participate 
in the interviews; one criterion to consider their participation of value to this research 
was that they had to be involved in the new venture selection process. In the following 
table are listed the participants and their organisations, and some general background 
information. Note that the venture capital Corp Oy2 delegated participation to their 
analyst, Informant VC2, which happen to provide very interesting insight. Additionally, 
to respect the anonymity of the participants, the names of the organisations and the 
informants have been substituted by a code. Likewise, the answers to the interview 
questions have been coded in a similar way (i.e. Informant VC1, Informant VC2, etc.).   

Table 8    Sample’s background information  

Firm (Coded) Name (coded) Position  Years of 
Experience 

Investment  
Focus Sector Portfolio Fund 

Volume 

Corp Oy1 Informant VC1 Managing 
Partner 36 Early stage Tech 45 + 24? n/a 

Corp Oy2 Informant VC2 Analyst 3,5 Later stage Across 
sectors 7/150+ 200M 

Corp Oy3 Informant VC3 Partner 15 Seed stage Deep Tech 84 30M 

Corp Oy4 Informant VC4 Investment 
Director  14 Early stage Mixed 13 n/a 

Corp Oy5 Informant VC5 Founding 
Partner 28 Pre-seed stage Tech 23 80M 

Corp Oy6 Informant VC6 Managing 
Partner 20 Later stage Tech? 2/8 10M 

Corp Oy7 Informant VC7 Investment 
Director 17 n/a Tech 12 101M 

Corp Oy8 Informant VC8 Partner 39 Early stage Energy 
Tech 13/22 157M 

Corp Oy9 Informant VC9  Partner 31 Seed stage Tech 51 n/a 

Corp Oy10 Informant VC10 Investment 
Manager 4 Pre-seed stage Mixed 18 1,5M 

Corp Oy11 Informant VC11 
Co-founder, 
Managing 
Partner  

37 Early stage 
Media and 
Entertain
ment 

23/31 13/20M 

Corp Oy12 Informant VC12 Co-founder, 
Partner 25 Seed stage Deep Tech 84 30M 

 

3.3.2 Data Collection 

The interview method was chosen among other methods to collect data from the 
informants. The interviews were conducted online via Microsoft Teams, a choice made 
mainly due to the current pandemic restrictions. This decision was made to avoid 
unnecessary commutes otherwise required if personal interviews were chosen. The 
process of data collection consisted of two steps. First, the SPSI-R:S inventory was 
introduced via email, allowing respondents to complete the 25 items form online prior 
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to the interview, giving them several days to test their problem-solving style. Once the 
form was completed, the participants could evaluate their individual problem-solving 
style according to their personal scores. Note however that individuals’ resulting scores 
were irrelevant in the context of the data collection process, their overall purpose of 
facilitating the SPSI-R:S was to help the participants familiarise with the tool. Second, 
one-on-one interviews were arranged with support of a semi-structured interview guide 
to gather respondent’s impressions and interpretations on the applicability of the tool 
(Saunders, Lewis and Thornhill, 2016). 

The online version of the SPSI-R:S form with the 25 items was initially tested with a pilot 
group of 4 participants to validate its understandability, possible interpretations and to 
gather direct feedback that could be used to improve this first step. Once this initial test 
was concluded, some improvements were applied including a better introduction to the 
tool with a short description built into the introduction and a background section.  

3.3.3 Interview Guide  

Designing the interview guide used in the second step of the data collection process was 
not sequential, one in which the phases linked to one another neatly. Instead, often there 
were false starts and returns to earlier stages, rethinking the focus and objective to better 
fit the research goals. The Figure 4 below depicts the back-and-forth process while 
designing the interview guide. For example, originally twenty questions were designed 
granting the answers would yield detailed information in connection with all and each of 
the theory topics such as problem-solving, human capital, VCs screening processes, and 
the SPSI-R:S itself. One problem that came up early in this process was that there were 
too many questions. When tested with one of the candidates in the test group it was clear 
that with twenty questions there was not material time to gather sufficient insight if the 
interview was to last about 30-40 minutes. These finding were quite disappointing at 
first, but it helped to rethink the questions in the interview guide. Some improvements 
applied included rewording the questions so that one question could gather more insight. 
The interview guide ended up with a total of ten questions after few improvements.  
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Figure 4 Schematic representation process building the interview guide 

Qualitative interviews assume that others’ perspectives could be meaningful, allowing 
the interviewer to perceive reality from their perspectives (Patton, 2002). This interview 
guide formulated questions in a way that their answers could provide responses to the 
research questions. In the following table 9 the interview guide is described. Note that 
interviews were timed under 40 minutes for consideration to local business practices.    

Table 9    Justification for the interview guide 

Items Purpose  

A. Introductions  To introduce the research project and the 
interview process. 

B. Background information  To introduce the background of the participants 
and their organisations (funding focus, size, etc.) 

C. Asked if anonymity was required To understand respondent’s anonymity 
preferences.  

D. Interview questionnaire:   

1. From the following managerial traits, 
choose the 5 you find critical in start-up 
founders:  

a. Capable of sustained intense effort 
b. Able to evaluate and react to risk well 
c. Articulates and communicates well while discussing its 

venture. 
d. Attention to detail 
e. Problem-solving demonstrated ability 
f. Through familiar with the market target 
g. Demonstrated leadership ability in the past 
h. Demonstrated track record relevant to the venture’s 

field. 
i. Innovative approach to problem-solving 
j. Having a well stablished reputation 
k. Other (in writing) 

To understand whether founder’s problem-
solving ability is considered at the same level 
with other critical managerial traits.   

2. Please, list some key problems that start-
up founders need to solve.  

To understand the connection between problem-
solving skill and the entrepreneurial task.  
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3. How important is problem-solving 
compared to other entrepreneurial tasks? 

To understand whether problem-solving is 
considered a key entrepreneurial task.  

4. Based on your own experience, how do you 
see start-up founders problem-solving 
skills in connection with venture’s 
performance?  

To understand the connection between problem-
solving and venture performance.  

5. Describe in as much detail as possible how 
do VCs evaluate start-up founding team?  

To understand VCs toolkit assessing venture 
founders.  

6. Please, list start-up CEO’s most important 
managerial skills.  

To understand whether problem-solving is 
considered a key entrepreneurial task.  

7. What tools, helping materials or other 
psychometric tools or other materials do 
you use assessing managerial skills? 

To understand VCs toolkit assessing venture 
founders. 

8. Do you think SPSI-R:S would be suitable 
assessing problem-solving skills?   

To understand whether there is objective value 
in the use of the tool in entrepreneurial contexts. 

9. Do you see value in assessing start-up 
founders with this tool? 

To understand whether there is objective value 
in the use of the tool in entrepreneurial contexts. 

10. Would you recommend using SPSI-R:S? To understand whether there is objective value 
in the use of the tool in entrepreneurial contexts. 

E. Debriefing and feedback  To capture participant’s feedback that could help 
improve the interview process.  

  

3.4 Data Analysis 

Different methodologies have been suggested to make sense of the data collected through 
qualitative studies, however in this research the data analysis process follows the logic in 
Spiggle (1994, pp.491-501), which is also supported by Patton (2002). The interviews 
conducted provided primary data in the form of text once the recordings were 
transcribed. These transcripts were analysed following the steps suggested by Spiggle, 
where she describes the process as the classification of “data manipulation operations”, 
the process by which “researchers organise data, extract meaning, arrive at conclusions, 
and generate or confirm conceptual schemes and theories that describe the data.” 
Although Spiggle’s process seems rather rigid and straightforward, one should 
remember that there are many ways for transforming data into findings (open coding 
procedure), and that the categorization process described above is just another way to 
proceed to make sense of concepts and ideas in inductive research (Patton, 2002). 

Overall, the idea is to manage raw data through several stages to make sense of it and in 
so doing be able to draw conclusions. For example, in this study the first step 
‘categorisation’ process consists of “classifying or labelling units of data”, and it was 
performed once the transcripts were organised so that each of the questions had all the 
responses provided by the respondents. This is a process referred also as ‘coding’, where 
a passage or piece of text is recognized and tagged within its “coherent meaning”. For 
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example, a sentence or part of a sentence or a chunk of text can convey the idea of the 
SPSI-R:S instrument been ‘without evident benefit’ or ‘supportive for self-learning’, etc. 
This step helps building categories, a classification process that will grow exponentially 
bringing new groups into categories making it easier tagging for later comparison.  

The next step in the data analysis is ‘abstraction’, and it is set to go “beyond the 
identification of patterns in the data.” It feeds on categorization of course, but “it 
collapses more empirically grounded theories into higher-order conceptual constructs.” 
In other words, the abstraction process groups the above categories into more conceptual 
classes, for example, following the examples above ‘without benefit’ or ‘good for self-
learning’ have been categorised as ‘useless’, and ‘education & self-development’ 
respectively. This initial categorisation nurtured the notion that the SPSI-R:S is largely 
perceived as a helping tool in the process of new venture screening, and as a self-
development instrument not only applicable in venture capital investment contexts, but 
also in entrepreneurial life likewise.  

The next step in Spiggle’s process is ‘comparison’, and it implies comparing data units 
trying to establish patterns or differences in the dataset. This is a process that takes place 
immediately after the categorization and abstraction of the data. Hence, when general 
similarities are spotted, these are labelled within their corresponding category. In other 
words, first-order codes that had similar meaning were grouped and reorganised into 
higher-order concepts thorough a process described as comparative analysis method. 
Through comparing responses, it was obvious that respondents exhibited a divergent 
view on what elements are more crucial under the screening agenda depending on where 
the new venture is positioned in the start-up curve. For example, early stage teams are 
evaluated from a coachable perspective, where humility and likability are highly valued 
profile traits, whereas later-stage organisations need to proof product-market-fit and 
scalability instead, to capture and retain investors interest.  

These different VCs’ focus extremes are more obvious through the process of 
depersonalization, in trying to “identifying properties of categories and constructs” to 
determine ‘dimensional ranges’, for example ‘useful’ and ‘not useful’, or ‘early stage’ and 
‘later-stage’, or for example ‘coachable’ and ‘not coachable’ allows for stablishing 
“relationships across categories and constructs”. This is a process that “aids in theory 
construction by identifying empirical variations across incidents representing a 
construct”. Once higher-order categories are established and dimensional ranges 
identified, the next step is ‘integration’ and refers to the process of “integrating theory by 
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noting in the data that certain conditions, contexts, strategies and outcomes tend to 
cluster together.” It is through selective coding that the researcher moves to a “higher 
level of abstraction” involving the “development of paradigmatic constructs.” (Spiggle, 
1994, pp.491-501) 

The integration conforms “mapping the relationships between conceptual elements.” 
The goal of these techniques is “the construction of theory that is grounded in data” 
(Spiggle, 1994, p.494). At this point of the data analysis, it had emerged two clearly 
differentiated approaches on the part of the VCs while assessing founding team’s 
managerial set of skills at both extremes of the start-up life; one at the pre-seed, seed and 
early stage, and a different approach at later growth stage. Further on the dimensional 
range analysis, although these two extremes are clearly palpable in participants’ 
comments, there is an equally visible prevalent focus shared by the two groups, one that 
can be described as a baseline, a common set of requirements that must be there for the 
selection process to move forward. For example, from the data analysis steams that 
having a strong vision, the ability to communicate well and a sound cultural fit (just to 
mention few) are both necessary elements at both extremes of the spectrum, elements 
that both early stage and later stage start-ups should display.       

3.5 Quality  

Regarding the quality of this research, it would be advisable mentioning that venture 
capital investors are expected to have a legitim interest in detecting any managerial 
weakness during their assessment of new venture’s founding team, hence assessing the 
applicability of the SPSI-R:S is a task of self-interest (MacMillan, Siegel and Subba 
Narasimha, 1985). Therefore, considering that there was no incentive to prompt the 
participation of the respondents, it can be assumed that their responses might be 
considered genuine and honest to the extent of their understanding of the context 
introduced, namely assessing problem-solving skills in entrepreneurship.   

Following on quality, scholars seem to coincide on the necessity of evaluating research 
trustworthiness in the process of data collection, in building interpretations and in the 
presentation of such conclusions. In following the guidelines of Wallendorf and Belk 
(1989), the table 10 below describes the assessment of the different criterions 
contributing to the quality of this paper.  
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Table 10 Trustworthiness criteria  

Criterion Definition Assessment 

Credibility  Adequate and credible 
depictions of the 
constructions of the reality 
under study.  

The data collection was performed via interviews. 
However prolonged engagement, persistent 
observation and triangulation were not possible in 
this context. 

Transferability  The probability for built 
hypotheses to be employed 
in other frameworks.  

The hypotheses presented in this research can be 
transferred and replicated using different groups and 
research objectives.  

Dependability  Extent to which 
understanding was 
constructed avoiding 
instability beyond the 
inherent instability. 

The interview method was consistent in capturing 
respondents’ impressions about problem-solving in 
the context of entrepreneurship and the 
applicability/usability of the SPSI-R:S. It seems 
plausible that if the research was to be repeated with 
the same participants in the near future it would yield 
similar responses.  

Confirmability  The possibility to trace the 
construction of an 
interpretation by following 
the data and other records.  

The dependence between the interpretation and 
conclusions of this paper and the data recorded in the 
interviews allows the establishment of confirmability.  

Integrity Extent to which the 
understanding was 
unimpaired by lies, evasions, 
misinformation, or 
misrepresentations by the 
participants. 

The problem of integrity surges from the possibility of 
conflict between the researcher and the participants, 
to this extent there seem to be no conflict. Similarly, 
as with confirmability, in the case of the researcher 
having the answers recorded through the interview 
transcripts allow the establishment of integrity.   

 

3.5.1 Ethical observations 

Integrity and objectivity have been top priority concerns in the researcher’s agenda. The 
quality of any research depends greatly upon these two elements (Saunders, Lewis and 
Thornhill, 2016). To ensure the highest integrity, for example, the researcher worked 
toward openness, truthfulness and accuracy. In this sense, it is appropriate to highlight 
that there have not been any conflict of interest or commercial association in the 
development of this investigation. The researcher has promoted the voluntary nature of 
participation and have ensured privacy, confidentiality and anonymity showing respect 
for the participants both during the initial invitation to take part of the interviews, the 
analysis and the reporting of the results (Saunders, Lewis and Thornhill, 2016).  

In compliance with European Directive 2016/679 regarding personal data protection 
(European Union Law, 2016), the researcher has gathered participants consent in 
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collecting and storing personal data such as personal name, email, firm’s name and other 
given details such as personal phone numbers. Similarly, it has been provided to the 
participants the option to withdraw such permission at any convenient time without 
justification by just returning a message stating such desire.  

These individuals were invited to participate in this study freely and without monetary 
incentive. They were offered a copy of the thesis once published, which could have a 
significant value for them. A detailed explanation of the research nature, purpose, and 
use of the data was facilitated as part of the introduction during the interview, in 
following ethical recommendations steamed from Bryman and Bell (2015). 
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4 EMPIRICAL FINDINGS  

This research seeks to develop understanding and explore the perceived applicability of 
the SPSI-R:S inventory in entrepreneurial settings, likewise looks into VCs 
understanding of problem-solving and its assessment in venture selection processes. 
Upon conclusion of the data collection and analysis, the following section will present 
the answers obtained from the interviews conducted with VCs in Finland, all members 
of the Finnish Venture Capital Association (FVCA). As a reminder, a qualitative research 
method seeks to “generate understanding of persons’ saying and doing, [ ] via the 
analysis of data collected through the use of observations, interviews, questionnaires, [ ] 
and researcher’s interpretations from the observations conducted.” Myers (2013, p.87). 
The following paragraphs will accurately present the responses both with explanations 
as well as including excerpts from the transcripts obtained.  

4.1 VCs Background  

While conducting the interviews, some few general background aspects were collected, 
these include for example the number of years of experience in the market, the average 
funding size and sector, and the number of total investments among other, as well as 
their funding focus in the start-up growth curve; also known as start-up’s development 
stages (Figure 5).  

Through the start-up’s life, it is common that founders try to advance their projects 
through different founding rounds. Some rare exceptions might include wealthy 
individuals or corporate spinoffs. However, it is common to observe the new venture 
starting off bootstrapping, that is with own resources, or family and friends’ borrowed 
money, this is also called pre-seed funding. Then, as the project runs through the runway 
it will seek some degree of seed funding (early stage), which is often the first official 
funding through equity stake (VCs/angel investors), some might even go into Series A at 
this point if the firm can showcase some key performance indicators such as a growing 
user base or revenue figures with a good outlook. Later, as the project takes off, it will 
seek Series A, B or C (later stage / growth) rounds, generally from VCs. Traditionally, 
Series A, B and C rounds of funding are arranged through equity stake because these 
rounds are capital intensive. The new firm accesses these different levels of funding 
aligned with their valuation, which criterion might differ from case to case, generally 
connected with maturity, level of risk, growth expectations and management team 
among other factors.   
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To this extent, investment timing in the start-up growth curve (Figure 5) seems 
consistent in defining VCs’ appraisal focus on the managerial skillset of the founding 
team. For example, as it seems aparent from the data collected, some VCs’ focus is 
primarily put on the seed stage, and a different focus is allocated on later-stage rounds 
of funding, yet there are few operators who invest indistinctively at any point in the 
growth curve. In other words, often VCs invest in different start-up stages, some 
operators in few of them, but very seldom in all the stages.  

 

Figure 5 VCs funding focus through the start-up growth curve  

The findings seem to indicate that founding teams are expected to display different set 
of attributes depending on their position on the start-up growth curve, which is 
consistent with the introduced theories of human capital. For example, on the one hand, 
pre-seed, seed and early stage founders are expected to show a level of passion, and 
commitment, humble and coachable attitude, flexibility to change and readiness to 
embrace the unknown, as well as good communications skills. On the other hand, 
ventures ongoing their later stage investment rounds are expected to display high degree 
of leadership, people development skills, a complex strategy, endurance, and resilience. 
In this stage too, the founding team must be able to communicate well, demonstrate a 
good product-market fit and possess some level of revenue stream. In this sense, we can 
say that from VCs’ perspective, the founding team’s skillset is expected to fit the different 
stages of the funding life cycle, in line with start-up’s growth curve.  
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4.2 Critical Managerial Traits and Skills of Start-up Founders  

Throughout VCs screening process assessing founder’s fit, several managerial skills and 
traits are considered of importance. Among them all there are few skills that resonate 
consistently from informants’ responses: demonstrated track record in a relevant 
industry, demonstrated leadership ability, good communication skills, interpersonal 
skills, creativity and innovativeness. Likewise, coachability, humility, readiness to 
change, passionate and likability are all traits highly valued, mostly at the early stages of 
new venture’s life. This is not surprising, because at later stages in the funding curve the 
managing team has already demonstrated its competences in a variety of domains, its 
track record is more obvious at this point.  

There seem to be high appreciation for soft skills specially at the outset (early stage) of 
the entrepreneurial journey where VCs value both cultural and investor-founder fit. 
Entrepreneurial competence and the ability to get things done is also relevant and often 
explained as part of the problem-solving process. Having novel ideas, ‘thinking outside 
the box’ and a creative problem-solution matching is viewed as part of a competent 
equipment for the entrepreneurial journey. Readiness to change, ability to pivot in the 
mist of uncertainty and been able to master the delivery part of the execution process, to 
“make things happen”, was likewise mentioned as a key attribute.   

You are that bright that you can analyse your situation. You can find new solutions and [ ] make 
things happen. [You are] able to think outside the box, but this is also at the same time been able 
to understand the delivery part and [ ] make new ideas to define [and prepare] executive plans and 
execute them. [You need] novel ideas, creative ideas, [ ] out-of-the-box thinking and then create 
solutions based on that [analysis]. (Informant VC11)  

Likewise, a healthy degree of ambition, self-motivation and self-driven are personal 
traits that have been highlighted in connection with successful entrepreneurs. As stated 
earlier, having a good execution competence is often seen as a precondition for selection, 
somehow VCs understand that execution, the delivery part, the solution implementation, 
is as important as it is the ability to properly identify the problem itself. 

The ambition level has to be high, as well as execution [ ]. For example, if somebody has high 
ambition level and no way to execute it, it's worse than anything else. You need to be likable; life 
is too short to work with those who are not likable. [Being] very driven is probably key, self-
motivated, kind of hungry. (Informant VC9) 

It was mentioned in the interviews that adaptability, flexibility and ability to pivot are 
desirable attributes in entrepreneurial management. New venture’s management team 
will do well in getting prepared for change and unexpected challenges because the 
business fundamentals change all the time, which requires founders crafting an ever-
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changing strategic road map, and not just reacting to unexpected events. The ability for 
anticipation, a strategic mindset and an ambitious vision is what makes a successful 
entrepreneur, according to the participants.  

Further, friendliness, good communications skills and self-motivated purpose driven 
venture founders make it to the spreadsheets of savvy VCs. Very much, as it was expected, 
instinct together with a sense of believe and demonstrated competence is what drives the 
investment choices. The entrepreneurial life spins around taking risks, following the 
instinct, and making decisions while achieving competitive capabilities. Reacting well to 
risk seems to be a reasonable and expected attribute in the same level with a good track 
record, innovative problem-solving style and a strong vision and motivation, which are 
necessary preconditions to “get things done with internal commitment”. 

[ ] the founders [need to be] really coachable. So, someone who is not arrogant, [ ] humble, really 
want to listen to others, listen to advice and able to [make] changes, [ ] passionate about the 
problem that he or she is solving. [ ] there has to be an investor and founder fit, [ ] have to like 
each other, we have to meet friends in a way. (Informant VC10) 

[They need to] react well to risk, [have a] track record, an innovative approach to problem solving, 
capable of sustain intense effort, strong internal vision, and let's say also [a] strong internal 
motivation. Strong vision and internal motivation and commitment to get something done. 
(Informant VC8) 

Entrepreneurial managerial skills are shown in different ways, for example ensuring the 
financing is enough to keep the project going for a couple of years, which in exchange 
will give the founding team enough room to focus on what really matters because the 
opposite can be a distraction. As we have seen in the excerpts quoted so far, VCs who 
invest in early stage ventures look for people that can be coached, humble and likable. 
This early period of the new venture’s life is one where the founding team needs all the 
help they can get, and it makes sense embracing the opportunities that VCs offer them 
in those difficult times.  

I had this company presenting [their business plan], which now is broke. I mean, those CEOs get 
financing, and they work for four months, and then they see that “oh, but soon I need some more 
money again.” So, they have to start a new round and they can't really dedicate enough [personal] 
resources to the business itself. (Informant VC4)  

Managerial skills? Yeah. I think it may be cliche, but it is leadership. I want to understand how she 
views working with people and then how she interacts with me, how good is she, are there people 
skills? Is, is he or she likable, friendly and really coachable, humble, and so on? (Informant VC10) 

Similarly, from the data gathered arise adaptability, resilience, and flexibility in the face 
of change, trying to manage the uncertain and been ready to pivot in the face of adversity, 
seen as key managerial attributes. Likewise, understanding the industry and been 
connected to industry key players is seen as a precondition for VC selection. This seems 
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to be particularly important because accessing strategic networks, knowledge and 
external resources is often time-consuming and resource-intensive, very hard for new 
entrants if they don’t possess these links, and decisive ensuring strategic support to the 
new venture overall.   

It is important been able to adjust, [because] sometimes what we see is that there's no way you can 
go with the original strategy and you have to pivot [ ]. First recruitment, growth, then the market 
is changing so rapidly. The competition is arising from every front, and then you have any 
situations like a pandemic or whatever, you know, and sell prices are hitting you more and more 
frequently. You need adaptability [ ]. (Informant VC9) 

Perhaps especially at an early stage, I think it's key that the founders or the manager have a deep 
and strong connection with the industry as well. (Informant VC2) 

In a successful team there will be critical competences distributed among its members, 
these individuals will be exposed to their capacity limit, and these competencies will be 
essential drives of success while tapping diverse and unexpected challenges. Specially at 
the early stage, most of VCs’ focus is put on the composition and characteristics / 
competences of the core team. VCs know the criticality of assembling a competent team, 
and their comments often reflect these views, for example in the following excerpt there 
is a very good point on the importance of ensuring the right composite of competences.    

When someone starts from quite early stage and from scratch, [needs] to build a competent team. 
So, you will not succeed if you have holes in your team. They can be good guys, but there might 
some critical competence missing to succeed. And then you have to go to market, and [manage] 
implementation. So, you have to find your target market, find the customers and start creating 
marketing [ ]. (Informant VC8) 

4.3 Key Problems that Start-up Founders Need to Solve  

When VCs were asked to list the key problems that start-up founders need to solve, their 
responses where extensive. The most common problems seem to have a connection with 
building the initial team, which involves hiring, training and maintaining motivated and 
engaged these individuals. As someone put it, “you don’t want to have holes in your 
team”, when referring to assembling the necessary set of skills in a multifunctional team. 
Other problems that arise early while the venture still on the runway are related with 
product or service design, selection of components, attributes, functionality, etc. For 
example, the new venture should secure a strong profile in the sales function early in 
their way to become a profitable organisation. Likewise, it was mentioned that choosing 
customers carefully is paramount, because no company on earth can make products for 
everybody, at the end of the day, the narrow the customer segment is defined, the better 
the venture will position itself in this specific niche. This strong positioning can be 
determinant to decide whether the firm is ready to go international, for example.  
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[Problems] start from the team, [ ] developing their product or service or solution, there're million 
problems [ ]. And then, [ ] they need paying customers. [ ] Some of the [problems] are big and 
some of them are small [ ]. And still, no matter how good decision-maker you are, if you cannot 
present your case, or you are not able to keep up the work for several years, there will not be 
success. So, first things first, you need to sell, [ ] and of course, problem solving is part of that. 
[But], been only a good problem solver does not make you a good entrepreneur. (Informant VC3) 

Also, financing the project becomes not only an early problem to solve, but one that is 
recurrent throughout the initial years in the make before the start-up becomes solvent. 
Accessing the right amount of founding at the right cost is not easy, here is where external 
consultancy could fill the existing gap. Accessing consulting advise and on-demand 
professional manpower is becoming not only a success driver, but luckily a new trend 
too. Agile start-ups can now make the best out of the growing abundance of on-demand 
services at a reasonable cost, avoiding so the burden of payrolls and related employee 
turnover costs.     

Always, one key problem is to know where to find new financing [ ]. This is [however] a very short-
term problem that needs to be solved, [then] longer term problems are strategic problems, how to 
define or change your strategy in a way that best serves a company's targets and vision. [Another] 
challenge is getting the right people together, [other] challenges that I've had [were] on 
management, leadership problems [ ]. You [want to] have the right people in the right places doing 
the right thing, and [ensure] they are good at what they are doing. (Informant VC11) 

Getting the sales function right is an obvious challenge, however often the challenge is 
having the right focus, however. Having sales mean having some level of revenue, and 
even if the profit is not there yet, that means that the concept has somehow been 
validated to some extent, which means that the new venture has already created some 
value when it comes to VCs’ negotiation table. Those founding teams who have some 
proof of concept (POC) have a position of strength when negotiating financing rounds. 
Most times, sales happen thanks to a good marketing strategy, those who can solve this 
problem successfully, early in their journey, will gain significant grip on the runway to 
take off their initiative at an advantageous cost, which works for both early state as for 
growth stage initiatives. We could say that accounting for some sales is a must for all, 
independently of where the new venture is positioned in the funding curve, attracting 
general focus. 

Well, for once [the new venture] need to have enough financing [ ]. But the key challenge of course 
is getting sales, been able to generate income. [ ] I mean, if there is a commercial proof of concept, 
that's really a lot of value. And therefore, I think the key thing is to be able to generate sales, not of 
course profit, but sales, [ ] they could also get more financing. So maybe we come to marketing 
then [as one of the most important elements]. (Informant VC4) 

Overall, keeping the team motivated and focus on the mist of uncertainty and chaos, 
especially in the first years, is one key managerial skill that will determine the 
performance of the team, hence critical in the early days of the new venture. Further on 
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VCs’ focus between early stage and later stage venture selection, this distinction is more 
obvious in the following comment.   

[First], at the pre-seed stage, team’s problems are perhaps the most important. I think as the leader 
you need to be able to continuously motivate your team and try to fix team issues [ ]. And second, 
at the pre-seed stage you don't know if the product you're offering is the product that the market 
needs, [you] need to understand why the product is not working, why customers are not buying, 
[ ] you need to solve the selling problem. (Informant VC10) 

4.4 VCs’ Understanding of Problem-solving in Entrepreneurship 

To investigate VCs’ understanding of problem-solving in the context of 
entrepreneurship, participants were asked how important was to them problem-solving 
compared to other entrepreneurial tasks.  

As a starting point of this section, it would be cautious noting that from the participants’ 
responses emanates the concept ‘problem’ in the context of entrepreneurship as 
ambiguous, undefined, and sometimes confusing, and each person interviewed seems to 
have its own understanding of the meaning of ‘problem’. Overall, problems in 
entrepreneurship are often perceived as “challenges and opportunities” by many, and 
some see problems as part of the delivery part of the managerial execution.  

People, typically successful entrepreneurs, they do not [know] the word problem. They do not have 
the word problem. They have a big vision, they want to do something and then they find a way how 
to make it happen and they face all the challenges and opportunities. When you [ ] speak with 
people, it's definition of problem, I think it creates a different kind of thoughts [ ]. (Informant VC8)  

Further, the term ‘problem’ seems to mean different things to different respondents. 
Some respondents refer to problem-solving as a teamwork task, some other participants 
see it as CEO’s main task, others perceive problem-solving as an entrepreneurial implicit 
decision-making process, someone did not see problems but rather challenges and 
opportunities instead as stated earlier. Yet, all seem to agree on the importance of 
problem-solving independently from the angle to look at them.  

What is a problem? When, a product breaks down on customer’s side, is it a problem? [ ] how do 
you take care of the process to take care of this kind of problems? You could lose one of your best 
engineers, you need to transfer knowledge, you need to run cash programs, cost prices, etc. So, is 
that a problem? Yeah, it is a problem [ ]. So, this definition, the problem, I think [ ] that's why [ ] 
it's not something that we talk about. What is content and meaning of problem for different 
people? (Informant VC8) 

Entrepreneurs need to solve multitude of problems, but they have the responsibility to 
surround themselves with a team that can help with this task. When a founder focuses 
only on solving problems often loses perspective, and this can be problematic because in 
order for the firm to move forward it requires a strategic vision that projects into the 
future beyond the day-to-day manoeuvres of dealing with decision making. Pretty much 
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like one of the respondents put it, “you can be the ‘Jack of all trades’ at a small scale, but 
that doesn’t bring your anywhere.” 

Problem-solving for entrepreneurs is kind of basic, I mean, experience is important, but it's not 
all, it’s more like how founders are able to adjust, because everything is changing. I mean, if you 
are only a problem solver, you don't see the big picture and where you're going. You can be the 
‘Jack of all Trades’ at a small scale, but that doesn't bring you anywhere. (Informant VC9) 

I think [problem-solving] is one of the most important things of a leader, perhaps not the most 
important, but I would say one of the top three, top five, because problem solving skills in my 
opinion effect many different aspects. If you are a problem solver who can solve multiple problems 
in multiple fields, whether it's recruiting, product [development], especially in early stage 
[ventures]. (Informant VC2) 

In this vein, informants also mentioned that problem-solving, while important, might 
not be considered the most important skill, although there seem to be no agreement of 
what the most important skill might be. Moreover, from the responses steam the 
importance and weight of having a proven track record in the problem-solving domain 
and solution implementation.    

[Problem-solving] is important, but not the most important, the most important is that you can 
present your case and you are willing to do a lot of work for your case. And then certain number of 
problems arises when you develop your case and you need to be just able to solve those problems, 
you cannot hide away. Some problems are small, and some are bigger. I hope really that our 
founders can concentrate on other things and of course solve some problems, but then especially 
execute, and then see the positive results. (Informant VC3) 

In other words, problem solving is somehow implicit, some cognitive process that is 
expected to be there at all times, but then it awakens when is required. Problems seem 
to be a fundamental part of the entrepreneurial live, whether the problem might be 
assembling the initial team or raising funding rounds or identifying the target customer 
niche. There are small and bigger problems to solve, some of those will require quick 
daily decisions, some other ones will need some level of research, in any case, impulsivity 
is not seen as something positive, therefore the founders are expected to display a sound 
decision making style to ensure the best possible outcome when problems arise.   

[Problem-solving] is very important for [ ] managers, it's clear, without good problem-solving 
skills you'll just cannot manage the company, [ ] it's an important skill. (Informant VC8) 

Problem-solving is not a [concept] we use quite often [ ]. Maybe it's a thing that we think that is 
built already inside. Somehow if you start to be an entrepreneur, I see problem-solving skills very 
important [ ]. And that's of course, something that we should already evaluate when thinking about 
investing, because they will [definitely] face problems. Are they [ ] stuck in some problem and 
never go forward? Or are they too impulsive? Are they the kind of person that never sit down and 
think a little bit before acting? That's not what we want to have. (Informant VC13) 

Further, it was discussed whether problem-solving is probably not a common concept of 
reference, and as such in the context of the new organisation is not given the necessary 
focus. From an entrepreneurial perspective problem-solving is often seen as a group task, 
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a shared responsibility where problem identification and solution seeking is not 
exclusive to the single founder, but rather a process in which the managing team as a 
whole is invested in.   

[In problem-solving], something that came into my mind is that the CEO is not alone, there is 
always a team, even if the CEO is very impulsive. But, if the CEO has a very good team, very close 
to him, and they are acting as a team, it can be okay. Problem-solving skill is very important. 
(Informant VC13) 

I would say [problem-solving is] very important and should be, you know, among the most 
important skills, because there will be lots of problems, maybe problems everyday with suppliers, 
with partners, with customers, with team, there are just lots of problems to be solved. So yeah, 
very important. (Informant VC10) 

As stated earlier in this chapter, VCs invest in different stages of the life of the new 
venture, and so their focus is put on KPIs, skills and traits expected to mirror venture’s 
stage in the growth curve. Those who choose investing in later growth stage have at their 
disposal relatively more accessible data on the performance of the team under scrutiny, 
which makes it relatively safer to close investment decisions since there is a visible track 
record. When a team performs well, there are many ways to evaluate that performance if 
the venture is been running for a while.  

We invest in later-stage rounds, and by then we already have some kind of track record of what 
the company has done and what the management [team] has done. I think that's one way we take 
a look at the track record. From a cultural perspective, I think that one key problem is really 
building a team, which, you know, can execute and has a great culture at work, because then you 
get the best results out of the people that arguably make the start-up, what it actually is, and it also 
helps to create some long-term value. (Informant VC2) 

4.5 Problem-solving and Venture’s Performance  

Participants were asked to express in their own words how they saw problem-solving as 
a managerial skill in connection with new venture’s performance. Their responses 
highlighted a somehow diffuse synergy between problem-solving and new ventures 
success, yet many agree on the obvious.  

[Start-up founders] say that when they raise a lot of capital, the life gets easier. So, then you have 
the difficult decisions to make and difficult problems to solve. But still, I think that founders need 
to be able to solve those problems, but they have a luxury of doing many other things as well. It's 
not only problem-solving, but also executing and closing, and whatnot. [Problem-solving is] 
important, but not the most important [skill]. (Informant VC3) 

Problem-solving and venture success correlates quite heavily. So, if you can't solve problems, I 
think that it will be quite difficult to make a company succeed. But at the same time, I don't say 
that if you have a poor problem-solving skills it’s all lost, because you can always hire people that 
perhaps are better than you at it. (Informant VC2) 

By asking VCs to express their views regarding problem-solving and new venture’s 
success, the overarching goal was to understand whether VCs would perceive the value 
of solving problems as a managerial capability affecting new venture’s success. As already 
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seen in the paragraph above, from the responses we have divergent arguments, some 
support straight-out the connection between problem-solving and new venture thrive, 
others are more generalists who see problem-solving in a bigger context, without so 
much of a saying into venture’s fate after all.   

[Problem-solving] is part of the success, there will be big problems you need to solve before you 
really, really make it happen. The earlier you start the more challenges or problems you will have 
there, and to be able to succeed, of course you must think, you must be confident that there are 
ways to solve those problems, you can't stay still. (Informant VC8) 

If the founders are able to solve problems very well, then of course, [they] can make financial 
performance better and keep relationship with people better and manage to solve really key 
problems that could help the growth of the company. So, yeah, I think there's a link, [ ] that's my 
guess. (Informant VC10)   

A big problem new ventures need to solve is understanding why their customers buy, it 
is said to be paramount, and one of the hardest pieces to fit in the ‘puzzle’. In essence, as 
stated by some respondents, the difference between successful ventures and failed ones 
often comes down to this simple element. This is particularly critical because 
understanding why customers buy implies understanding what the customer’s pain is, 
the processes involved in the purchase decision making and what other options or 
substitutes they have in the market, just to mention few of the steps involved. However 
simple the customer purchase choice might seem, the truth is that accessing this level of 
insight often requires a degree of trust on the client side, something that new ventures 
do not yet deserve due to the newness of its nature. This becomes a paradox that few 
manage to overcome, in essence a very good problem to be solved early in the life of the 
new venture.    

It is true that–especially in the beginning–it’s all about the core team. But it involves a lot more 
than just problem-solving skills. I like to quote Steve Blank: “The difference between winning 
start-ups and those who lose is that the winners understand why customers buy. The losers never 
do.” But what qualities does one need to be able to understand why customers buy? Not so much 
problem-solving, but willingness to listen and understand, and then take action accordingly. And 
before one gets to listen, one [must] earn the trust of the customer so that they let you through 
their gates. This is psychology more than mechanical problem-solving. (Informant VC1)  

As we have so far seen, the founding team is undeniably critical in new venture success 
to the extent that without a great team in place some ventures might not be able to access 
funding at all. This makes it paramount for new entrepreneurs to start building their 
management team very early in their entrepreneurial journey. Venture capital investors 
tend to welcome a strong team, which should fill the gaps the founding CEO might have 
in areas of marketing, finance, manufacturing, product/service development or else.   

Been able to get people together is key [ ]. My [friend] always tells me: “I have a colleague who is 
not a good problem-solver.” She says that they both work very hard, but my [friend] creates the 
double than her colleague. And that's because her colleague is not a good problem-solver. She 
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starts thinking around and around from so many points of view and imagines difficulties. And in 
the end, she wastes her whole day on it and cannot get it solved. (Informant VC4) 

4.6 VCs’ Evaluation Processes of Start-up Teams 

Teamwork, ‘gut feeling’ and due diligence are standard elements of the new venture 
selection process. However, the list goes on and on, from a baseline checklist to soft skills 
to product market fit, timing and place, business plan, and of course whether there is 
obvious opportunity for the VC to make a profit in the process. Often, VCs and private 
equity investors expect 10X ROI over a period from 6-10 years’ timeframe. These 
economics should also be visible during the assessment of the investment for VCs to 
move one step forward.   

Again, when we are speaking about venture capital business it is a teamwork. There is one 
responsible person, but it's always the judgment of a larger team. So, there must be the right pieces 
in place like the right entrepreneurial team, market timing, business plan, all these elements. And 
finally, it comes down to estimate that if you put one Euro in, you'll get ten back, then you're out. 
(Informant VC8)  

You must find cultural fit, you might need also external resources [ ]. I think all VCs or private 
equity companies have their deal checklist. (Informant VC8) 

The role of venture capital operators can be challenging. Statistically, over eighty percent 
of all start-ups will not be around by their third year. It would be overstated to say that 
this is not a comfortable environment to operate within. For those who work with such 
unpredictable environment, it can become quite deceptive, self-esteem can take some hit 
now and then, and so the willingness to do work and to produce results, because when 
someone has too many setbacks it can be psychologically challenging in the long run. The 
complexity of start-up evaluations is more obvious from the following comment made by 
one of the respondents who is no longer in the business and was able to objectively look 
back to the time when he spent few years in a VC firm participating in the assessment of 
new ventures.  

I came to this [VC], and I felt in the beginning a bit strange, like I felt that I couldn't connect really 
the dots. the first impression was right, there are some great opportunities, but it really takes 
something exceptional [to succeed]. The rule is that they fail, even if they appear capable, they are 
still likely to fail. So, [ ] maybe we had some adverse selection [process] as well. (Informant VC4) 

Venture capital investors look for opportunities to invest with people they can trust, alike 
and likable because they will be working together quite some few years, which makes it 
a requirement to have some level of chemistry with the funding team. It is here where 
soft skills play such an important role in the selection process as often stated by the 
respondents. VCs very often conduct assessment decisions in groups, some small and 
some involving a larger number of participants in the process. The number of people 
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involved in the selection process largely depends on a case-by-case basis. According to 
few respondents there are few interview rounds, up to three at the most, before an 
investment decision is made.   

You just need to live and work with them. Then you start to know how they operate. [ ] it's usually 
eight to ten years journey together with the founder, if I dislike the founder or founder dislikes me, 
there's no way that we can work together. I know that there will be a difficult time when we will 
not be agreeing on things and even might be fighting and whatnot. But if the assumption in the 
beginning is that I don't like this person and I don't get along with this person, I cannot invest. 
(Informant VC3) 

I have to say that [start-up assessment] varies case by case, but I think in the most difficult cases 
it’s first about the number of team members we tend to have, mostly only two, so that we inspire 
ideas. [Therefore], we don't have too many people to complicate the process and the decision 
making. [ ] we tend to have two or three [interviews] before we make the decisions. (Informant 
VC10) 

Often candidates are interviewed as if would be for a C-level job interview, the process 
involves an informal discussion where motivation, curiosity, impulsive reaction, 
willingness to learn and to listen is observed. Interestingly, one person reported to 
conduct interviews online with no camera on, with preference to focus on the language 
and the conversation itself and in so avoiding body language to interfere in the process. 
Likewise, the divergent venture capitalists’ focus between early stage and growth stage 
start-ups is visible in the following excerpt. 

[Evaluating a new venture] is like a discussion. It's pretty close to a job interview. As an early stage 
investor, we invest in the people, we invest in the founders, or often the founder, which has lots of 
similarities to recruiting kind of [ ] C-level. We are trying to get inside the head of [ ] the candidates, 
how do they think, what are they made of, how do they react to impulses? Do they have the ability 
and willingness to learn, do they have the curiosity, and how I do that is through an informal 
discussion. We always do remote [interviews], even before Corona. We've always done this 
remotely and typically with no the camera on. (Informant VC1) 

When few people are involved in the screening process, one way to organize these 
interviews is by assigning a lead person who will handle the first interview, then will 
decide whether it is worth moving to the next round and continue to involve more team 
members in the process. The conversation is recorded, and notes are taken to make it 
easy for the rest of the team to assess the case. Once the first round is given green light, 
other members decide the need for individual or group interviews to deepen in different 
areas of interest. Often VC teams have been working together for several years, which 
makes it easier to trust each other’s judgement. One could draw from the responses a 
very good level of camaraderie influencing VCs’ decision making. Often, the selection 
process moves quite fast, taking only few interviews overall. 

Our internal process works so that one of us acts as the lead guy up to a point where the decision 
[become clear] whether we can take this case forward or not. Then, [other] colleagues will need to 
form their view as well. It depends on how strong the case is, how obvious it is or whether it looks 



 63 

a bit wobbly. Only in cases where there is very much of grey area it may merit a more cross-
examination type of approach [ ]. (Informant VC1) 

We make decision quite quick, and we try to meet the founders only two [or] three times before 
we make decisions. (Informant VC10) 

4.7 Assessing CEO’s Managerial Fit  

This section of the interview guide was planned to identify what makes a great 
entrepreneur and a great team on the eyes of the venture capital operators. The 
evaluation process of VCs tackles many angles, from individual personality traits to 
group synergies, trust, passion, and of course, a set of competencies in the field of 
interest. Some respondents argue that having experience in the field is a significant plus 
because it ensures that the team has access to specific resources that otherwise might 
represent significant access challenges. Not surprisingly, good communication skill is at 
the top of the list together with having a strong vision and the internal drive to execute 
that vision. Further, interpersonal skills are highlighted as a must.  

I'm sure everyone will say that [trying to describe founder’s most important managerial skill] is an 
impossible question, but [I’d say] be yourself and attract the best competence or resources 
available around you. So, no one can do these big things alone. [You need to] have a strong vision, 
communicate and create such a feeling around you. Also, at some point you must understand that 
you cannot keep everything in your own hands. There must be trust, good communication, good 
vision, and you can say that skills in working with people are a must. (Informant VC8) 

Interpersonal skills and ability to communicate the internal vision are said to be 
precondition for success. Entrepreneurs need to be ‘crazy enough’ to pursue their vision 
and execute it, their passion must be evident and convincing. That is why the CEO must 
surround herself with a capable team filling the existing gaps. In order to have a 
compelling plan, the CEO needs to perfectly know the market is trying to break into. 
Knowledge in any niche only comes from a deep understanding of the market conditions 
around it; the players, the array of products, the costs of production, its internal market 
synergies, and ultimately why customers are buying or will buy, which in turn unveils its 
challenges and opportunities.  

To the question of what's the most important [trait] the CEO has to have, [I’d say] some fantastic 
talent or a vision how to do it. If a CEO is just a manager, it might work for a bigger company, but 
it will be hard for a start-up. He should know the market and that means an excellent knowledge 
of the market. The vision comes from an excellent knowledge of the market. (Informant VC4) 

In our fund, we are always multiple people meeting the [founding] team and the employees. So, in 
that way we get to build a picture of them. And then of course, the senior partners and the growth 
partners in our fund always take a look at it. (Informant VC2) 
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4.8 SPSI-R:S Suitability in Assessing Problem-solving   

The participants were facilitated online access to the SPSI-R:S form, which allowed them 
to explore the tool by conducting a self-assessment of their own problem-solving style. 
Scoring results were presented at the end of the form allowing for further scrutiny. This 
was done to investigate their impression on the perceived usability of the tool assessing 
entrepreneurial problem-solving skills and learn whether there is objective value in the 
usability of the tool in entrepreneurial settings. 

Largely, respondents appreciate some level of value in the use of the tool, yet few have a 
discrepant viewpoint and stated that there is no value or usability in the context of their 
operations. At a basic level, most respondents agreed with the tool been easy to use and 
easy to understand the resulting scores, accurate, and matching what they already knew 
about their problem-solving style. Likewise, the SPSI-R:S was perceived as a supporting 
tool in mapping founder’s personality, one that could be used selectively, as different 
cases require different approaches.  

I think it's a good supporting tool. So, you know, of course, once you meet entrepreneurs and 
founders and different kinds of teams and personnel, you have some kind of assessment yourself 
at what kind of people you think they are. And then of course, when you look at the track record, 
and you can see what they have established, what they have done and so forth. So yeah, I think 
that there could be some use of it as a supporting [tool] at least. (Informant VC2) 

I think this [tool] is a good idea. I haven't faced this kind of evaluations, these kinds of tests before, 
but I think the issue is important. So, I think this is a good thing. (Informant VC13) 

Venture capital investors relay on internal processes, internal team assessment and very 
much on ‘gut feeling’ to make investment decisions. After all, investing in a new venture 
is largely about investing in people, and evaluating people can be a complex task. 
Problem-solving has been considered relevant to the entrepreneurial managerial skillset. 
Collectively, respondents believe problem-solving been at the core of entrepreneurial life 
in one way or another. The founder CEO is often seen in the role of a ‘firefighter’, one 
that is constantly extinguishing fires, some small and some more complex as the business 
faces different growth stages.  

I remember [when] one person told me [that] been a CEO or a leader of a company is like you have 
to put out some small fires all the time. So, yeah, I think absolutely problem-solving is something 
that, you know, you singularly have to take a look at it and assess whether the [CEO] is capable of 
doing that [ ] in a way that can allow for the organization and the business to grow. So, I think that 
[assessing problem-solving ability] is an important part of assessing people. (Informant VC10) 

It's also very much [about] speaking with entrepreneurs and getting a kind of gut feeling. The more 
you work in this business, the more you'll start to feel it also, it's kind of that you cannot always 
specify all the things you just start to fill and learn something. (Informant VC8) 
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It has been stated that start-up founders, more often than not, do not have much time to 
make decisions, solve problems, or steer their strategy. Some problems do not enjoy the 
luxury of having much time to operate on them. Founders who are aware of their 
problem-solving inclination might find themselves in a better position to react to 
problems. The SPSI-R:S was found appropriated for assessing problem-solving style as 
well as self-learning, likewise.  

You need to understand the level of problems you are facing. And when you have easy problems, 
you just need to be able to make [quick] decisions. [SPSI-R:S] might be valuable, but might be 
valuable for us [VCs]. In a business world where you don't have a luxury of spending days and 
weeks and months analysing something you need to make decision [quickly]. That questionnaire, 
[SPSI-R:S], could be used to analyse, and also kind of educate, [like a] self-learning experience. 
This kind of tool could help us in the original due diligence [ ] (Informant VC3) 

When assessing the capabilities of entrepreneurs and entrepreneurial teams, it's kind of important 
to have a 360º understanding of the other people and this [tool] could bring some value to the 
holistic assessment. It would shed some further light in the assessment of the teams. It doesn't 
take a lot of time. It can bring some value. In that sense I could recommend using such a tool. 
(Informant VC11) 

The nature of start-up selection is a complex process that demands a combination of hard 
and soft skillsets on the part of the founding team. As stated earlier, the complexity of 
venture selection process often boils down to gut feeling, likability, competence and a 
sense of trust when baseline tick-boxes are filled. Nearly every respondent confirmed 
some level of gut feeling in their decision making. Some pointed out to the similarities 
with recruiting for executive positions. Interestingly, the human nature of the whole 
decision process makes these investments very susceptive to common biases (Shepherd 
and Zacharakis, 1999), however relying on machine algorithmic decisioning does not 
seem like a plausible solution, as stated by one of the respondents.    

Investment decisions have a lot in common with recruiting for senior positions. All kinds of 
profiling tools have been developed, but the recruitment isn’t any easier and you still need people 
to do it. The best recruiters are experienced people who have learnt to trust their gut feeling. We 
do that too. Gut feeling and intuition is not guesswork but kind of ‘fuzzy logic’ based on experience. 
There are so many factors that need to be taken into account that no algorithm can manage it. 
(Informant VC1)  

These questions [in the SPSI-R:S] feel relevant to me, but I'm not a great friend of this kind of 
tools. So, if I'm ever presented with one of these, I have the habit of regarding it as not so 
important. It's a very challenging task to identify the right kind of CEO. And I totally agree that it's 
totally paramount for the success for the start-up. On the other hand, I can tell you, I cannot 
describe on what I would put emphasis. Why do we invest in certain start-up, I guess you get the 
feeling, [gut feeling]. (Informant VC4) 

When you use this tool and speak with people, it's definition of problem, I think it creates a 
different kind of thought with different people. That is one challenge, when I went through this 
tool my first thought was that this is a good kind of self-education, or how you could improve 
yourself, your own problem-solving skills rather than I would profile someone else. But, but it's a 
good tool. It brings thoughts about how to handle problems or however they accord. Whatever you 
know, just to think about the process, it helps to see problem-solving as a process. It's a tool in that 
sense for everyone. (Informant VC8)  
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The tool is very helpful in giving me as an investor a sense of how good the founders at are problem-
solving and how willing they are to solve problems. [B]ecause we invest in pre-seed stage, we we're 
in a sense really relying on our gut feelings. And I don't know if the founders sitting in front of me 
would have a problem-solving low score, but they appear to be very convincing. If they really know 
what they’re doing, then I want to put my money there. So, I think [the decision-making process] 
is more about how I view the founders, how our interactions have been. The tool acts as more like 
a reference, a good reference that would add to my decision-making, but it's not like a deal breaker. 
(Informant VC10) 

Overall, interpersonal skills play a strong role at the negotiation table as noted by many 
participants. Showing competence, gaining trust and likability can often be achieved 
through few interview rounds, mostly remotely. VCs don’t seem to favour long selection 
process and due diligence is often handled rapidly, relative to the checklist in place at the 
time and as per case basis.  

4.9 Other Tools and Materials  

To the question about what aids, helping materials or other psychometric tools are used 
to assess start-ups, the most common answer is that each venture capital firm has its own 
checklist, the kind of due diligence processes and internal organizational structure often 
supported by a CRM where interviews and notes are recorded accordingly. Again, gut 
feeling, instinct and in some cases background checks and recommendations are a big 
part in the investment decision making. However, psychometric tools are not in use as 
per respondents’ notes.  

No, actually we're not [using any tool]. Now we have made three investments and all of these three 
somebody in our team had already known the person, the CEO, the founder. So that's a different 
thing, because in that case we don't have to evaluate them. I recognize [we rely on] gut feeling. And 
of course, we use our own network to call for [background information]. (Informant VC13) 

Another respondent commented that when resources are scarce it might be a good idea 
to seek for external advisors to help throughout the selection process. Additionally, some 
websites offer start-up screening tools to easy the preselection process. What seems 
obvious is that throughout the selection process, VCs seek attractive projects to sell to 
their own investors, which makes ordinary ideas less interesting.  

Initially I tried to look at some tools available for instance on the Slush home page where I started, 
and I wanted to screen companies that would be looking at the right size of financing, [ ] and I 
excluded some sectors. So, based on this second round sweep I engaged in negotiations with the 
company [ ]. (Informant VC4) 

4.10 Summary of the Findings  

From the responses emanate a consensus on the important role that problem-solving 
plays in entrepreneurship overall, but there seem obvious two differentiated streams of 
thought. Firstly, one where problem-solving is seen as embedded in the entrepreneurial 
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task, intrinsic and expected, and secondly, a divergent understanding that looks into 
problem-solving as a singular skill, one that can, and should be evaluated specifically. 
New venture evaluation process likewise has revealed to involve two well differentiated 
extremes: early stage and later growth stage. Depending on the position of the new 
venture in the growth curve, venture capital investors will seek to evaluate different 
elements, placing more weight in different areas, yet some prevalent characteristics are 
clear in both early stage and later growth stage ventures. In the following table, the 
findings have been listed to demonstrate the similarities and differences between the two 
groups, therefore. 

Table 11 Summary of the findings  

 Early stage specific Prevalent  Later stage specific 

Critical managerial skills 
and personal traits in 
start-up founders. 

• Inspires trust 
• Competence  
• Curiosity 
• Motivation  
• Pasion 
• Humility 
• Capable of sustained intense 

effort 
• Willingness to learn and 

listen 
• Realistic ambition level 
• People management 
• Self-motivated, driven 
• Great character 
• Balanced personality  
• Hungry for success 
• Commitment 
• Supportive  
• Fantastic talent 
• Unique vision 

• Articulates and 
communicates well 

• Proven experience in the field 
• Deep understanding of the 

market  
• Having a strong vision 
• Likability  
• Innovative problem problem-

solving skills 
• Sound strategy 
• Sound business plan 
• Attention to detail 
• Proven problem-solving skills 
• Able to evaluate and react to 

risk well 
• Risk management  
• Innovative 
• Strong vision 
• Cultural fit 

 

• Proven leadership 
• Proven people development 

skills 
• Able to evaluate and react to 

risk well 
• Good track record  
• Great team synergies  
• Great team competences 
• Good execution skills 

 

Key problems that start-
ups need to solve. 

• Team assembly  
• Funding 
• MVP/POC/PMF 

 

• Making sales 
• Understand why customers 

buy 
• Identify customer niche 

• Scalable product outlook 
• Potential revenue upside 

CEO’s problem-solving 
skills effect in venture’s 
performance. 

• Great impact • Some impact • Little impact  

Founding team 
evaluation process by 
VCs. 

• Right skillset balance 
• Competence 

• Good synergies 
• Flexibility  
• Ability to pivot 
• Adaptability  

• Demonstrated competence 
• Demonstrated expertise level  

Tools, helping materials 
or other psychometric 
tools in use. 

• Referrals • Due Diligence  
• Baseline checkbox 
• Gut feeling 

• Market feedback 
• Track record 

SPSI-R suitability  • Great value  • Some value 
• Self-awareness  
• Formative 
• Educative 
• Self-development 
• Literacy 

• Little value  
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5 DISCUSSION 

In this section, the findings will be discussed in more detail in connection with the 
research questions concerning how VCs evaluate problem-solving while assessing 
entrepreneurial teams, how SPSI-R:S is perceived to address problem-solving skills, and 
how do these investors understand problem-solving in the context of entrepreneurship. 
Thereafter, the empirical implications and the theoretical contribution will be 
introduced, as well as the concluding remarks as the closing section.  

5.1 Human Capital  

Throughout the theory review it was highlighted the criticality of founders’ acumen of 
human capital in start-up thrive. For example, Brüderl, et al. (1992) described human 
capital as an element tied to the liability of new ventures. Further, Shepherd and 
Zacharakis (1999) defined management as a source of advantage, one that builds on 
organisational capabilities, a critical element to firm’s survival in the long-term. In this 
line, Brüderl, Preisendörfer and Ziegler (1992) were cited to argue that founders armed 
with a quality stock of human capital have better chances to survive and succeed. 
Likewise, the link between managerial style and entrepreneurial competence seems to 
be supported by other scholars including Roure and Keeley (1990), Chen, Greene and 
Crick (1998), and Renko, et al. (2015). Furthermore, from the works of O’Neil and Duker 
(1986) emanate managerial shortcoming at the root of the large failure rates in start-ups. 
On the light of these views, we could therefore argue that entrepreneurs and VCs who fail 
to accurately assess managerial competences will face larger exposure to risk (Alpander, 
et al., 1990; and Van Gelderen, Thurik and Bosma, 2005).    

From the responses to the interview questions, we can infer a strong link between a high 
stock in human capital and new venture odds accessing sufficient funding, and therefore 
increasing their odds of success. VCs’ decision making is based on a combination of cues 
about the founding team’s managerial skills and personal traits, where human capital 
plays a big role at both, early and later stage founding rounds. For example, at the early 
stage, humility, curiosity, trust and motivation are highly valued personal traits, whereas 
competence, a strong vision, track record and execution skills are valued managerial 
skills. On later stage ventures, VCs’ focus is put on leadership style, people development, 
sales volume, and growth potential, product-market-fit, and risk management likewise. 
It might be argued that this combination of elements, largely connected to human 
capital, builds on gut feeling on the part of the VCs, driving their decision-making.  
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In the theory section was mentioned, and the interviews confirmed, VCs’ assessment of 
human capital in their selection process, also described in the works of MacMillan, Siegel 
and Subba Narasimha (1985, p.121). For example, VCs have described the capability of 
sustained intense effort, ability to evaluate and react to risk well, articulate and 
communicate well and been thorough familiar with the market, to be elements under 
their assessment. Likewise, Shepherd (1999) reports other set of attributes, which were 
also confirmed in the responses recorded, such as stability of key success factors, 
educational capability, lead time, competitive rivalry, mimicry, and industry-related 
competence. As a remark, it is only reasonable to assume that strong skills in problem-
solving would be a logical output of human capital acumen (Unger et al. 2011), which 
makes it a prominent element to be diagnosed by VCs, helping maximise return 
opportunities on their investments while impacting start-up life expectancy.  

Although the questions presented to the participants in this thesis did not seek to cover 
all the points recorded by Shepherd (1999), the responses obtained interestingly 
adjusted very well to these attributes, which highlights their consistency. Further, the 
overall feeling was that human capital was at the very top of the list when evaluating the 
new venture. For example, one of the respondents stated that the only way to keep up 
together with a start-up team for several years, is through truly liking each other, which 
makes it possible to get along and overcome the hurdles of disagreements and other 
encounters that will inevitably arise in this journey. As a summary, from the responses 
we can infer that venture capital operators focus strongly on the human capital stock, 
both at early stage funding rounds as well at later stages likewise.  

5.2 Problem-solving and its Assessment by VCs  

It seems apparent that the existing literature covering problem-solving has somehow 
place little focus in the entrepreneurial realm. There is a clear gap between what we know 
about problem-solving in disciplines such as psychology, social sciences, health and 
neuroscience, and our understanding about problem-solving in entrepreneurship, a view 
that is also shared by Kier and McMullen (2018). Problem-solving is defined as an output 
of knowledge, imagination, and judgement, which is better produced through creativity, 
adaptiveness and analytical skills, requiring a moderate dose of risk-taking and 
innovativeness (Alpander, Carter and Forsgren, 1990; Goldsmith and Kerr, 1991). 

As stated earlier, problem-solving is regarded as a multidimensional construct involving 
two inclusive dimensions: problem orientation and problem-solving skills. From this 



 70 

conceptualization emerges that problem orientation is theorised to reflect a person's 
predisposition to problems within two polarized extremes, one with a tendency to view 
and react positively to problems and the other with a negative and dysfunctional 
appraisal (Haig, Quiñones and Moore, 2018). Problem-solving can be described as a 
process divided into two areas of focus; the first area is regarded as problem 
identification. For example, often start-up founders might see only the surface of the 
problem because time is a scarce resource and there is little of it to spend looking into 
the matter at a deeper level, underneath the surface, to try to see what the root of the 
problem might be. There are small problems and bigger problems, and quite often it is 
difficult to tell the difference despite what many might think. The second part is regarded 
with finding a suitable solution followed by proper implementation. Both problem 
identification and solution matching are where a specific set of skills might be required. 
Because entrepreneurship tackles multiple functional areas, it makes sense looking at 
problem-solving both from the perspectives of the individual, but also as a collective task, 
one that resides mainly within the founding team, a collective pursuit for suitable 
solutions to specific problems. It is convenient to remind—as noted from the interviews—
that VCs tend to distinguish problem-solving as a team task, one that contributes the 
greater performance of the firm. 

In this line, the findings of this study suggest that in VCs’ eyes ‘problem-solving’, and 
more precisely the concept ‘problem’ in the context of entrepreneurship, is ambiguous, 
undefined and sometimes confusing to many. Albeit the semantic connotations that 
might originate this confusion, problems in entrepreneurship are often perceived as 
challenges and opportunities, something embedded in the entrepreneurial function, 
expected and often welcome. According to the respondents, entrepreneurs tend to see 
problems as challenges leading to opportunities that once overcome will help them to 
move forward in their pursuit of success. Largely, respondents conceived problem-
solving sensed as a teamwork where a variety of players fit well defined strategic 
positions for the greater output of the project.  

In other words, VCs perceive problem-solving as somehow implicit, a cognitive process 
that is expected to awaken when conditions demand. From the interviews emanate 
‘problem-solving’ as a central component of the entrepreneurial life, whether the 
problem might be assembling the initial team or raising funding rounds or identifying 
the optimal target niche, there is always a problem that needs to be solved. However, 
when discussed in entrepreneurial gatherings, ‘problem-solving’ does not emerge as a 
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managerial skill on its own merit, one that is outright recognised. It is not a popular 
attribute as ‘strategist’ or ‘risk taker’ might be broadly recognised. It is not often that we 
hear someone been described as having ‘good problem-solving skills’ or been ‘excellent 
a solving problems’. Even worse, like some of the respondents put it, in entrepreneurship 
you do not want to talk about problems, which resonates as ‘problem’ been a taboo 
concept to some.  

While the centrality of problem-solving in entrepreneurship appears indisputable, there 
seem to be disagreement on its impact on the survival and thrive of the new venture. 
From a research perspective this paper places problem-solving very central to the set of 
skills of a successful entrepreneurial team. These views are supported by the findings, 
which point to entrepreneurship been very much about solving problems, from 
assembling the initial team, managing scarce resources, making marketing decisions, 
finding the best possible product-market fit, designing a scalable product to arranging 
the necessary funding. It could be other thousand decisions, but mostly every judgement 
comes down to solving some sort of problem, whether that solution might imply a quick 
decision or a more deep and complex solution, it is always a problem that needs to be 
solved. In other words, from VCs’ participation in this research seem to emanate the 
problem-solving function ingrained in the entrepreneurial life, and although not 
pinpointed specifically, its centrality becomes apparent.      

We can conclude thereof that although VCs value the weight of problem-solving skills, 
they do not seem to specifically assess problem-solving on isolation while evaluating new 
venture fit as an investment opportunity. Though problem-solving assessment is not in 
the VCs’ assessment toolkit, their assessment of human capital does indeed embed a level 
of problem-solving skills. This level of problem-solving embedment is more obvious in 
new ventures that make it to the later stage founding rounds, where the founding team 
has the opportunity to prove their managerial skills with a seemingly prosperous product 
market fit, for example. On the contrary, in early stage ventures, it is harder to evaluate 
problem solving since there might be little track record to analyse, or take as reference.  

5.3 Social Problem-Solving in Entrepreneurship 

Social-problem solving was introduced in the body of literature as a cognitive process 
through which, as individuals or as a group, we try to find solutions to known problems 
in everyday life (Kier and McMullen, 2018). Further, Gagné (1996, cited in D’Zurilla and 
Nezu, 2010, p.198) highlight problem-solving as a “learning process, a general coping 
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strategy, and a self-control method. Because problem solution results in a change in 
performance capability in specific situations, social problem-solving qualifies as a 
learning process”. Further on the notion of ‘learning or training’, this thesis adopts the 
views of Funke, Fischer and Holt, (2018) who propose the term ‘competency’ when 
referring to the problem-solving exercise, because it implies that the successful ‘process’ 
of solving problems can change through training, a notion that has empirical 
implications for practitioners. Problem-solving ‘trainability’ and the role of the SPSI-R:S 
is more obvious in the section 5.5 where the tool is presented in the context of its 
applicability in entrepreneurial contexts based on the responses given by the 
participants.    

This research, based on the findings, promotes effective problem-solving as a driver of 
entrepreneurial success. For example, these views are supported by some respondents 
who stated that if founders can solve problems very well, they can therefore meet better 
financial performance, keep better relationship with people, negotiate better funding 
conditions, and so on. However, from respondents’ participation emanates that while 
problem-solving skills are important, other competences are equally important. For 
example, as the organisation grows, it requires a lot more than just problem-solving 
skills, it will demand other leadership and management skills too. Respondents also 
stated that been only a good problem solver does not make you a good entrepreneur. 

In this line, most of the respondents highlighted the strong role the founding team plays 
in the success of the new venture, and how the team seem to be at the centre of the 
problem-solving task. For example, some participants stated that one cannot succeed if 
there are holes in the team, referring to the lack of skills or expertise. Other respondent 
stated that between 15-20% of the points they assign during their assessment of the 
founding team are based on teams’ competences, and that they see problem-solving as 
quite a collaborative process, always a teamwork.  

5.4 The Role of VCs in Entrepreneurship 

The body of literature of this thesis covered theories of VCs selection processes, screening 
methods and decision making, as well as the central role that these pivotal stakeholders 
play in entrepreneurial thrive, which impact the creation of jobs and the development of 
local economies. The findings confirm, consistent with Cantamesa, et al. (2018) who 
cited lack of funding as one of the main reasons for start-up failure, that the new venture 
will have better odds of surviving and thriving if they can secure funding earlier in their 



 73 

journey. It seems well established that securing venture capital funding at the right time 
and with the right players can awaken the appetite of other key VCs, which will bring 
further funding rounds when time demands.  

When it comes to decision making, most of the respondents admitted making their final 
investment decisions based on gut feeling (instinct), which is consistent with previous 
research covering how venture capitalists make their investment decisions (Shepherd 
and Zacharakis, 1999; Zacharakis and Meyer, 1998; 2000; Shepher, Zacharakis and 
Baron, 2003). Further on the above, Franke, et al., (2006) pinpointed the ‘psychological 
foundations of the similarity effect’ in VCs’ processes of new venture screening, which 
tend to favour management teams that are alike in education level, field of training, 
professional background, etc. This inclination was visible through some of the 
respondents who highlighted been more comfortable talking with candidates who shared 
similar industry backgrounds, for example. Understanding how VCs make their funding 
decisions have important implications for the entrepreneurial community, which can 
learn, educate and prepare accordingly, therefore.  

The link between VCs and the raise in contemporary entrepreneurship is more obvious 
in the 2o19’ Finnish Venture Capital Association’s report (Paaomasijoittajat, 2021). This 
report highlights the role of VCs in the Nordic’s economic growth, which in return 
contributes to the region’s ability to continue attracting more capital while helping 
scaling companies and start-ups. The same report celebrates the 32.000 jobs created via 
new ventures backed by venture capital in 2016, for example. The same VC backup has 
propelled the Nordic industrial position in the high-tech industry, globally. Compared 
with other countries, venture capital investments in Finland are roughly 0.04% of GDP 
in the Nordic region, versus 0.02% in the OECD, 0.36% in the US and 0.38% in Israel. 
We can conclude that venture capital operators have a recognised key role in the overall 
entrepreneurial growth, and more specifically in the success of those ventures they 
choose to fund.   

5.5 VCs’ Perception of the SPSI-R:S  

Although the small group of participants suggests a cautious generalization of the 
findings, it is remarkable however that most respondents—except two—confirmed a 
sound applicability of the SPSI-R:S instrument; one of the respondents did not test the 
tool himself and could not give an opinion, and the other respondent did not find 
reasonable justification for its use. Largely, in respondents’ views there are apparent 
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benefits in the use of the Social Problem Solving Inventory (SPSI-R:S), both as a self-
assessment, autodidactic (self-education) tool and as a recruitment instrument in 
connection with the assessment of new ventures’ founding team. It would be reasonable 
to argue however that due to the little popularity in the use of psychometric assessment 
tools in VCs decision making process, it would be natural to encounter some initial 
resistance and scepticism. Yet, the observed level of resistance is marginal, which 
suggests that with the appropriate divulgation and training, the SPSI-R:S could claim its 
place in VCs’ toolbox. Furthermore, respondents repeatedly underlined the suitability of 
the SPSI-R:S as a valuable tool that could serve as a self-learning, self-development and 
a supportive instrument aiding their venture assessment processes. 

Although further research is recommended to provide more consistent results, the 
findings of this enquiry provide initial support for the use and applicability of the SPSI-
R:S in assessing founders problem-solving ability, which can provide benefits for both, 
VCs and entrepreneurs by equal. It would be cautious mentioning that from the 
responses seem to arise a better fit of the SPSI-R:S during the early stage funding rounds, 
where assessment of problem-solving skills seems more problematic. This might be the 
case because at later stage funding rounds, VCs have at their disposal much more 
information on the founders’ performance, which can itself showcase problem-solving 
skills in practice, more accurately. In this sense, respondents seem to support the notion 
that the SPSI-R:S could remain useful to them, more suitable during the assessment of 
new teams with less experience in the entrepreneurial life, those who lack track record.  

5.6 Empirical Implications for VCs 

The findings of this research have applicability in entrepreneurial contexts both for 
entrepreneurs and for venture capital operators. Firstly, the findings seem to point to 
problem-solving been conceived as a key managerial task, one that have a great impact 
in the fate of the new venture. Secondly, from the findings seem to emanate a strong 
connection between the impact of problem-solving skills in the fate of the new venture 
and a legitim interest in assessing and training this cognitive process by practitioners. 

In recalling the body of literature of this thesis, venture capital investors have become 
very influential in the start-up ecosystem, which is also to be the case in the Finnish 
economic development of these last years (Baum and Silverman, 2004; Franke, et al., 
2006). Private equity and venture capital operators play a central role in the 
entrepreneurial life, they contribute to the development of local economies, help creating 
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jobs and entrepreneurial wealth (Shepherd and Zacharakis, 1999; Zacharakis and Meyer, 
1998; Shepher, Zacharakis and Baron, 2003; Zacharakis and Meyer, 2000; Cantamesa, 
et al., 2018). The decisive role venture capitalists play in new venture’s fate is 
unequivocally solid. VCs’ interest in developing techniques to identify suitable 
investment opportunities via the assessment of founders’ managerial skillset seems a 
legitim task. However, as stated in the development of this paper, to date there are no 
studies reporting how entrepreneurial problem-solving skills are explicitly evaluated by 
venture capital firms, and the answers provided by the respondents in this research 
confirmed a collective abandonment in this area likewise. From the responses appear 
that problem-solving assessment is not in VCs assessment process toolkits, at least not 
specifically.  

The findings also suggest that VCs’ decision making centrality demands more academic 
focus, which could further illuminate this entrepreneurial phenomena. Furthermore, 
VCs make their investment decision in turbulent and complex environments, some 
decisions might seem irrational and biased, highly motivated by gut feeling, which make 
these decision process object to study their correctness (Shepherd and Zacharakis, 1999). 
These views coincide with Shepherd and Zacharakis (1999, p.212) who recalled the little 
attention given by VC scholars to the social psychology aspect of the “cognitive structures 
of decisions makers” despite the key role they play in “determining the purposive 
behaviour of organisations.” There is a clear need to better understand VCs’ decision 
making processes and seems reasonable recommending further research in that 
direction.  

From the findings we can infer the need to recommend VCs to incorporate the use of 
psychometric tools in their toolbox, which could nurture the use and practice in the 
standardisation of such instruments in entrepreneurship. It would make sense at this 
point to recommend utilising well established and reliable instruments, which could help 
VCs develop understanding of the cognitive composition of the team before them. This 
is particularly prescribed during the initial rounds of funding, where new teams have not 
had the opportunity to prove themselves. Due to the lack of track record, it would be 
useful and very recommended the use of psychometric tools assessing founders’ stock of 
human capital and their problem-solving skills. This practice could provide VCs with a 
wider angle, a more objective understanding of the composition of the skills set available 
among the team under scrutiny, which will likewise enable addressing weaknesses and 
possible training interventions. 
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5.7 Empirical Implications for Entrepreneurs 

We have seen so far that venture capital operators display a strong interest in human 
capital. A big part of their decision making process spins around their perceptions of 
candidate’s professional competence and personal traits, which becomes a decisive 
dealbreaker. As stated a bit earlier in this section, VCs’ assessment of human capital is 
more obvious in the works of MacMillan, Siegel and Subba Narasimha (1985), and 
Shepherd (1999), where both report a series of specific attributes that form part of VCs’ 
assessment criteria, which was also confirmed by their participation in this enquiry.   

It seems plausible that entrepreneurs would perform better if they would seek out for 
opportunities to improve their stock of human capital, according to the data collected in 
the interviews. Some ways to contribute to their competitiveness is by investing in 
education (Chia, 1996; Shepherd, 1999), cultivating their personal and professional 
network, which can potentially impact their reputation, improving their public speaking 
and presentation skills to help them sell well their vision, cultivating deep market 
knowledge (MacMillan, Siegel and Subba Narasimha 1985), and remaining healthy and 
fitted (Weinberger, et al., 2018; Strzalecki, 2000). In this vein, the respondents 
confirmed the value of these elements in their decision making process. 

New ventures that have locked suitable investment rounds in their early stage hold a 
good chance of attracting further follow-up funding during their growth stage, the 
opposite could become a threat to their survival (Hornuf and Schmitt, 2017; Cantamesa, 
et al., 2018). It follows that if start-up teams fail to attract initial founding, they might 
encounter even harder securing later support during their growth stage. Hence, it would 
be advisable that founding teams start early preparing for raising sufficient funding in 
their path to profitability.  

Likewise, savvy entrepreneurs will find opportunities to work on their soft skills. VCs 
value likability, desire to learn and listen, they look for trust because they will be working 
together many years with these teams. Entrepreneurs have many ways to work on these 
areas, but it would be probably wise to hire a reputable executive coach who can help 
cultivating these abilities effectively. In this sense, therapy could be advisable in cases 
where major transformation is required. Peer feedback, training and objective self-
assessment are good allies, but not always enough. Online publishing and video 
recording are popular tools, both can help greatly building on a set of soft skills that will 
positively impact personal branding.  
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We have learnt from the analysis of the data collected that building a solid, 
entrepreneurial and skilled management team is key to secure VC funding. Because VCs 
put much of their focus on the team composition and its synergies, it would be judicious 
to entrepreneurs to pay special attention while assembling their managerial team, 
likewise. Here too, reaching out to consulting companies that can provide guidance and 
assessment throughout the formation of the initial team will ensure inexpert initiators 
can reach optimal results in this complicated task.    

Furthermore, the management team should be well acquainted with the market they are 
trying to tap into, hence for teams how lack a track record in similar industry it will be 
required to develop a deep understanding of the market, their strategic players and the 
array of products available in such category; a deep market research and competitors 
benchmark analysis follows. Additionally, knowing that VCs’ focus varies from early 
stage to later stage funding rounds, savvy entrepreneurs will focus their pitching 
techniques with this focus in mind, as they are expected to display a different set of skills 
depending on their position in the growth curve. On the one hand, early stage founding 
teams are expected to be good listeners, coachable and humble, while displaying good 
communication skills, a desire to learn and a reasonable level of ambition. On the other 
hand, later stage ventures are expected to account for a good track record, people 
development skills, and be able to show some revenue figures that can help projecting 
the growth rate and scalability that VCs will find attractive.  

5.8 Contribution to Research on Entrepreneurial Leadership  

Throughout this research, entrepreneurial ability in problem-solving has been presented 

in combination with theories of human capital. For example, we have earlier in the theory 

section covered Brüderl, Preisendörfer and Ziegler (1992) statements supporting the 

notion that founders furnished with a quality acumen of human capital have better odds 
to thrive and succeed as entrepreneurs. The link between entrepreneurial proficiency 
and a rich stock of human capital seems to be supported by other researchers including 
Roure and Keeley (1990), Chen, Greene and Crick (1998), and Renko, et al. (2015). 
Additionally, O’Neil and Duker (1986) state that managerial shortcomings are at the root 
of entrepreneurial mortality, hence obvious that entrepreneurs with a deficit in problem-
solving ability will have larger exposure (Alpander, et al. 1990; and Van Gelderen, Thurik 
and Bosma, 2005).    
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In other words, this study assumes that successful entrepreneurs would show a 
significant ability in the problem-solving domain, which has a direct impact in the odds 
of new venture’s success. From the data analysis emerges human capital to be very 
important in the eyes of VCs, however from their responses emanate that they share 
distinct views on the connection between problem-solving and new venture success. In 
other words, while VCs appreciate a rich stock in human capital, their understanding of 
problem-solving in entrepreneurship is divergent, although the reason for such 
seemingly disparate views might originate in the semantics, some respondents seem to 
support a link between problem-solving and new venture success, yet others do not seem 
to have the same inclination. This difference in opinions could also explain why VCs do 
not explicitly assess problem-solving when evaluating new venture fit.  

Among other reasons, the above could be explained due to the small academic research 
covering problem-solving in entrepreneurship. The assessment of entrepreneurial 
competence might include other elements such as a favourable track record, successful 
proof of concept and a deep knowledge of the market, which to some extent might have 
embedded a degree of proven success in the problem-solving domain. According to the 
respondents, this embedment is more obvious in later growth stage ventures that 
account a track record. Hence, problem-solving skills might be more evident during the 
assessment of these growth companies, therefore. It is also true that the informants 
confirmed the lack of tool choices in their toolkit. Interestingly, the respondents seem to 
coincide that the SPSI-R:S was easy to use and accurate in its results while assessing 
problem solving style. These observations seem to provide initial support to further 
explore the use of psychometric tools into VCs’ decision making processes. There is an 
apparent need for academic research and divulgation around the benefits associated with 
the use of psychometric instruments in entrepreneurship, which could have a positive 
impact in new venture performance.   

In summary, problem-solving is considered a behavioural cognitive coping mechanism 
that enhances a person’s overall competence and adaptation (D'Zurilla, 1986; D'Zurilla 
and Nezu, 1990). Furthermore, Gagné (1996, cited in D’Zurilla and Nezu, 2010, p.198) 
states that problem-solving constitutes a “learning process, a general coping strategy, 
and a self-control method. Because problem solution results in a change in performance 
capability in specific situations, social problem-solving qualifies as a learning process”. 
From these views emanates that only if problem-solving is perceived as a competency, 
can it be implied that this competency may improve through training. Although some 
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refer to problem-solving as a competency, others perceive the cognitive abilities 
involved, and yet another group conceives it as a skill (e.g., with respect to applying 
specific strategies). This paper adopts the views of Funke, Fischer and Holt, (2018) who 
sponsor the term ‘competency’ because it involves a set of cognitive and non-cognitive 
resources in solving problems successfully. Hence, we know that competency can change 
through effective training, which is the direction this research is adopting.   

From the abundant literature trying to explain what makes a successful entrepreneur, 
three areas become plausibly consolidated: management, strategy and the environment 
(Roure and Keeley, 1990; Chen, Greene and Crick, 1998; Brüderl and Preisendörfer, 
1998; Ensley, Pearce and Hmieleski, 2006; Rauch and Frese, 2007). In this context, 
management is argued to be critical because it places most of the responsibility in the 
entrepreneurial skillset, hence managerial shortcomings are argued to be at the root of 
entrepreneurial disaster (Bissola, Emperatori and Biffi, 2017; Ensley, Pearce and 
Hmieleski, 2006). These views have been confirmed in the responses gathered form the 
participants who coincided pointing to the need for strong managerial skills as a 
prerequisite for new venture selection.  

Based on the findings, this paper argues that training-practice-feedback loops are critical 
in the development of entrepreneurial skills, one that could help entrepreneurs improve 
among other skills their problem-solving ability, a process to enhance competitiveness. 
Likewise, it was stated that problem-solving through solution matching is an ongoing 
process in entrepreneurial practice, not only in connection with opportunity exploitation 
(Hsieh, Nickerson and Zenger, 2007), but also in the day-to-day entrepreneurial life 
including a multitude of mundane tasks (Alpander, Carter and Forsgren, 1990; 
Goldsmith and Kerr, 1991). 

In summary, this research proposes that the chances of new venture survival would 
improve if entrepreneurs had strong ability in daily problem-solving processes, and they 
would improve their problem-solving ability throughout the venture’s life via reinforcing 
and training their managerial weaknesses with regular self-evaluations and training 
loops. There is a compelling responsibility on scholar research to continue investigating 
the entrepreneurial problem-solving process raising awareness around this concept in 
the field of entrepreneurial leadership, which could help diminishing new venture 
fatality, impacting job creation and local economic growth, globally. 
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5.9 Theoretical Contribution    

The body of literature on which this research is built upon does not seem to differentiate 
early stage versus growth stage start-ups during venture capitalists’ screening processes; 
their decision making seems to have a homogeneous focus of attention throughout the 
different funding stages, from early stage to later growth stage, indistinctively. However, 
from the interviews emerge a different viewpoint, one where venture capital investors 
evaluate a slightly different set of skills depending on the position the new venture has 
related to the start-up growth curve, yet some prevalent elements are shared by both 
groups. For example, early stage founding teams are expected to excel in interpersonal 
skills, able to communicate ideas and vision, likable, driven by passion and with a desire 
to execute, humble and coachable with a predisposition to listening, all elements that 
build on trust (items A, B, C, in the model below). It might be the case that early stage 
founding teams do not account for means to demonstrate their ability in the problem-
solving domain, it is in these cases that the assessment of their problem-solving skills is 
more challenging, hence becoming very good candidates for assessment under the SPSI-
R:S, or similar tools according to the participants.  

Further in this vein, ventures seeking growth stage rounds of funding are expected to 
display a consolidated proof of concept, a clear target niche and a solid team in place and 
should account for some level of revenue that can validate their strategic product-market 
fit, and its growth potential (items G, H, I, below). At this later growth stage, VCs have at 
their disposal much more information showcasing the competences of the founding 
team. Hence, teams who make it to later growth stage can display an array of 
performance indicators shedding light into their problem-solving ability. At this later 
growth stage, VCs find the SPSI-R:S less appealing due to the abundance of information 
on founders’ performance overall. Likewise, both groups also share some commonalities, 
for example both should possess a deep understanding of the market, proven experience 
in the field, and a sound strategy, for example (items C, D, E, below), just to mention few.  
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Figure 6 Renovated views on VCs selection process 

The above Figure 6 depicts the shift in understanding toward VCs’ selection process 
based on the findings. From the works of MacMillan, Siegel and Subba Narasimha (1985) 
and Shepherd (1999) on VCs’ decision making steam a generalization on the investment 
selection process across the different stages of the growth curve. However, the 
informants taking part in this research confirmed a different assessment focus 
depending on whether they are screening early stage or later stage growth ventures. For 
example, in early stage firms, if the initial team is not fully built, VCs might decide to take 
a proactive role in assembling the best possible team according to their criteria, this is 
especially true in investments where VCs take a significant stake, where they put most of 
their focus on human capital and product and market potential. However, if they choose 
to invest in growth stage ventures, they expect the funding team to be already in place 
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with a strong set of skills and fully equipped to scale up the project. At this stage, product 
and market potential must have been proved and scalability should be evident.    

The original conceptual model assumes VC selection process is homogeneous across the 
different growth stages. However, from the data analyzed in this research emanates a 
divergent viewpoint, one where venture capitalists tend to address their assessment 
criteria depending on the position the new venture has in the growth curve; early stage 
and later growth stage. We could say that while both groups share some common 
attributes, there is however a clear different focus of interest overall. For example, early 
stage ventures are evaluated significantly more as a joint team with strong focus on 
competence and trust, whereas on later stage growth ventures the focus is predominantly 
put on the new venture performance and the transactional opportunity that this 
investment will provide. In this stage, VCs tend to look further into what the team has 
achieved so far, the business potential, the scalability, and the return opportunities on 
their investment. At the later stage, new ventures have gained some speed on the runway, 
some will be already on flying mode, it is then evident that the management team have 
somehow proven to be the right one, so far. In other words, the founding team has proven 
a significant level of competence, either by luck or hard work, or a combination of both, 
at this stage VCs assessment is predominantly a numbers exercise with a transactional 
focus overall.    

5.10 Suggestions for Further Research  

We have discussed so far that there are only a handful of scholar articles covering 
problem-solving in the academic stream of entrepreneurial leadership. Despite the 
widely accepted view that successful entrepreneurs show a distinctive set of skills, there 
is little research covering problem-solving implications in managerial performance and 
possible training of deficiencies in this cognitive process (Buttner and Gryskiewicz, 1993; 
Gardner and Martinko, 1996; Hsieh, Nickerson and Zenger, 2007).  

First, from the findings steam recommending further research into problem-solving, 
expanding the field of entrepreneurial leadership, which could have a great impact in 
entrepreneurial practice. Second, VCs’ centrality in entrepreneurial progress makes it a 
reasonable endeavour to further investigate their decision making processes. Third, a 
longitudinal study would help validate the chances of success in pre-seed and seed-stage 
start-ups via the reinforcement of their problem-solving skills.  
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5.11 Concluding Remarks 

This thesis research was motivated by the high rate of mortality in start-ups, leading to 
propose that new venture success might increase if founders had displayed better 
performance at problem-solving as a key entrepreneurial task. This thesis proposed to 
assess the suitability of the SPSI-R:S, and find out VCs’ views on problem-solving in the 
context of entrepreneurship. With this objective, a qualitive enquiry was conducted with 
open-ended interviews with venture capital operators in Finland.    

The small group of respondents suggests a cautious generalization, yet their feedback on 
the usability of the SPSI-R:S is unanimously positive. From the interviews emerge that 
the instrument has practical use in entrepreneurship, and as an assessment tool of value 
for VCs. There is a generalised sense of usability, beneficial for self-development, 
autodidactic (self-education), and useful in assessing new venture’s management team, 
although VCs confirmed the use of psychometric tools to be very rare in their selection 
processes, which might challenge its introduction as a standard supporting aid. 

The responses highlighted problem-solving to be sensed as a teamwork, very important 
for the new venture success in combination with other processes such as execution or 
delivery, for example. Problem-solving as a construct generates divergent opinions 
among VCs. Some actors do not see problems, but rather challenges, entrepreneurial 
opportunities where the entrepreneur proves its potential. Other actors prefer not to talk 
about problems at all, but instead choose to refer to tasks that need an effective 
management. Yet, many agree to view problem-solving as a process embedded in the 
entrepreneurial task, one where entrepreneurs focus on solving problems, some small 
and some bigger, on daily basis. Not surprisingly VCs did not recognise addressing 
problem-solving in isolation, but rather as a process that is more evident in the 
managerial output otherwise. 

In the light of these findings, we can conclude that problem-solving is perceived as a 
structural part of the entrepreneurial life, which leads us to think that any attempt to 
improve entrepreneurial problem-solving ability will have an impact in new venture 
success rates, with implications for the start-up ecosystem and local economies likewise.   
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Appendix II — SPSI-R:S Structural Consistency  

This section builds on the efforts conducted to date in testing and validating D’Zurilla 

and Nezu’s (1982; 1986; 1990; 2002) five-factor model self-report psychometric test 

form, also known as the Social Problem Solving Inventory Revised in its short form 
(SPSI-R:S). Attempts to validate its structural consistency include a handful of 
experiments (Maydeu-Olivares and D’Zrurilla, 1996; D’Zurilla, et at., 2002; Hawkins, 
Sofronoff and Sheffield, 2009; Hasegawa, et al., 2015; Li, Waid-Ebbs, Veloso and 
Heaton, 2016; Sorsdahl, Stein and Myers, 2017; and Haigh, Quiñones and Moore, 2018), 
all of which are described in the paragraphs below. 

For example, Haigh, Quiñones and Moore (2018) investigated the SPSI-R:S’ internal 
factor structure. Also, Haig, et al., reported a summary analysis of the works conducted 
by academic peers in the same task. Likewise, Hawkins, Sofronoff and Sheffield (2009) 
analysed the psychometric properties of the SPSI-R:S (D’Zurilla, et al., 2002) in Australia 
in a sample of 219 (N = 219) college students:  

In an independent replication study, Hawkins, Sofronoff, and Sheffield (2009) examined the 
psychometric properties of the SPSI-R:S (D'Zurilla, Nezu and Maydeu-Olivares, 2002) in a sample 
(n = 219) of Australian college students. A CFA found that a five-factor theoretical model of social 
problem-solving provided good fit (CFI = .90; RMSEA = .06). In an effort to improve model fit, 
three items (24, 6, and 21) with poor factor loadings were systematically deleted. Removal of these 
items failed to improve model fit, so a decision was made to retain the original five-factor model. 
Results revealed that the SPSI-R:S demonstrated adequate internal consistency (Total SPSI-R:S α 
= .90; ICS α = .73, RPS α = .80, PPO α = .82, and, α = .86 for NPO and AS) and test—retest 
reliability after two weeks (r = .91) for Total SPSI-R:S, r = .79 for ICS, r = .81 for AS, r = .85 for 
both RPS and NPO, and r = .87 for PPO. With respect to convergent validity, the SPSI-R:S total 
score and all five factors (PPO, NPO, RPS, ICS, AS) were significantly negatively correlated with 
another measure of problem-solving and a measure of depression. Divergent validity was 
demonstrated by the nonsignificant relationship between academic achievement and the NPO, 
ICS, and AS subscales. Results of the discriminant function analysis showed that the NPO and AS 
subscales discriminated between individuals within different depressive symptomatology groups 
such that individuals in the High Depressive Symptomatology (HDS) group had a more 
negative/avoid- ant approach to social problem-solving than individuals in the Low Depressive 
Symptomatology (LDS) group. (Haigh, Quiñones and Moore, 2018, p.287) 

Merino (2012) reported a preliminary analysis on the internal validity or the SPSI-R:S 
conducted on a sample (N = 366) in Lima, Peru. The Results indicate high shared 
variances on the subscales and acceptable reliability coefficients, except for PPO scores: 

Antes de examinar la concurrencia entre la forma corta y larga, se evaluó la dimensionalidad del 
modelo de cinco dimensiones propuesto en SPSI-R:25. Se aplicó un análisis factorial exploratorio, 
con el método de ejes principales, y rotación promax (parámetro kappa: 4). La varianza total 
explicada por 5 dimensiones fue 52.73% y cada una de las dimensiones obtuvo un autovalor (> 1) 
y porcentaje de varianza aceptables. En orden de aparición, las dimensiones correspondieron a los 
siguientes puntajes: RPP: 5.93 (23.75%), EDI: 3.31 (13.26%), ONP: 1.72 (6.91%), OPP: 1.81 (4.74%) 
y EE: 1.01 (4.07%). Los ítems de OPP y EE tendieron a mostrar las cargas factoriales más bajas y 
moderada complejidad factorial.  
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Análisis principal. Los resultados se muestran en la Tabla 1. Las correlaciones no corregidas entre 
la forma corta y larga (rcl) fueron elevadas (>0.90 = >82% de varianza compartida); mientras que 
las correlaciones corregidas por espuriedad (rclc) fueron menores en magnitud (como es 
predecible) y mostraron más del 54% de varianza compartida. Estas superaron las correlaciones 
teóricas entre formas cortas cuyos ítems se obtendrían aleatoriamente (rcla). Se observa que la 
correlación entre la forma corta y larga es 1.0 para OPP, pues todos sus ítems son los mismos en 
ambas versiones. (Merino, 2012, p.88) 

Hasewaga, et al. (2015) investigated the structural validity of the Japanese version of the 
SPSI-R:S in two samples of undergraduate (N1 = 231; N2 = 123) and found poor fit in 
the model:  

Hasegawa et al. (2015) assessed the structural validity of a Japanese version of the SPSI-R:S. Fit 
indices revealed poor model fit and a subsequent EFA indicated that five items cross-loaded onto 
different factors then assumed in the original version. After removing the five items that cross-
loaded, a follow-up CFA revealed good model fit. Ultimately, the authors decided to retain the 
original SPSI-R:S factor structure to preserve the ability to compare findings with the English 
version of the SPSI-R:S. (Haigh, Quiñones and Moore, 2018, p.287-288) 

Another study on the psychometric properties of the SPSI-R:S was conducted by Li, et 
al. (2016) in a small population of adults (N = 90) with moderate to severe traumatic 
brain injury recruited from Shands Hospital and Brooks Health systems in Florida, and 
the Shepherd Center in Georgia:   

An additional psychometric study of the SPSI-R:S was conducted in a small sample (n = 90) of 
adults with moderate to severe traumatic brain injury (Li, et al., 2016). Results of the EFA 
identified three factors, instead of five. Ten positively worded items from the RPS and PPO scales 
represented the most distinct latent factor. The 15 negatively worded items which had made up 
the NPO, ICS, and AS scales were split into two factors, referred to as the negative problem-solving 
orientation and skills factor and a negative problem-solving emotion factor. The authors 
concluded that in their sample, the results did not support the use of an SPSI- R:S total score. 
Instead, three factors, rather than the published five, provided better fit. (Haigh, Quiñones and 
Moore, 2018, p.288) 

Recently, Sorsdahl, Stein and Myers, (2017) examined the factor structure of the SPSI-
R:S on a sample (N = 1000) of English-speaking individuals in South Africa. Evidence of 
a five-factor structure was reported, however items cross-loaded on more than one 
factor:  

Most recently, the factor structure of the SPSI-R:S was examined in a sample of English- speaking 
individuals from South Africa (Sorsdahl, Stein, and Myers, 2017). While results from a principal 
component analysis with oblimin rotation revealed five factors, items from the original PPO and 
RPS scale loaded together onto a factor. Evidence of convergent validity between the SPSI-R:S and 
a measure of depression and substance use were found. (Haigh, Quiñones and Moore, 2018, 
p.288) 

Most recently, Haigh, Quiñones and Moore (2018) tried to validate the factor structure 

of the SPSI-R:S. An initial confirmatory factor analysis (CFA) conducted on their first 
sample (N1 = 151) did not prove a good fit in the model and found several items cross-
loading. When removed these items, a subsequent CFA demonstrated adequate model 
fit and was later validated on the group 2 (N2 = 202). 
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A CFA was utilized in Sample 1 as a first step to attempt to replicate either the five-factor model 
identified by D'Zurilla, Nexu and Maydeu-Olivares (2002), or the three-factor model identified by 
Li et al. (2016). Maximum likelihood (ML) estimation was used in both our analyses as well as the 
original factor analysis by D'Zurilla, Nexu and Maydeu-Olivares (2002) (a version of weighted 
least squares was used by Li et al., 2016) All analyses, except where indicated otherwise, were 
conducted using Mplus, version 7.2 (Muthen & Muthen, 1998-2014). Results indicated less than 
adequate fit for both the five-factor model identified by D'Zurilla, Nexu and Maydeu-Olivares 
(2002), Chi-squared (𝝌2) (265) = 547.44, p < .001, the comparative fit index (CFI) = .87, RMSEA 
= .09) (CI 90% [.08-.091), Standardized Root Mean Square Residual (SRMR) = .07, and the three-
factor model, 𝝌2 (272) = 820.06, p < .001, CFI = .74, RMSEA = .12 (CI 90% [.11—.13]), SRMR = 
.10. (Haigh, Quiñones and Moore, 2018, p.292) 

This essay argues that despite the widespread use of the SPSI-R:S (D’Zurilla, et al., 2002) 
assessing social problem-solving style and dimensions, relatively few studies have tested 
its factor structure. From these studies we can observe mixed results. Hawkins, et al. 
(2009) found evidence for the validity of a five-factor model of the SPSI-R:S. Hasewaga, 
et al. (2015) found that the five-factor model (Japanese version) did not prove a good fit. 
Li, et al. (2016) were not able to validate the model, and Sorsdahl, et al. (2017) found 
evidence of a five-factor structure items cross-loaded on more than one factor. Most 

recently, Haigh, Quiñones and Moore (2018) were not able to justify a good fit in the 

model with several items cross-loading. When removed these items subsequent CFA 
demonstrated adequate model fit, which was later validated on the group 2.  

Table 12 SPSI-R:S Structural Validity Summary   

Author Research focus Findings 

Maydeu-Olivares and 
D’Zurilla (1996) 

Explored structural validity, (N = 
601) 

It was concluded good to adequate fit. 

D’Zurilla, Nezu and 
Maydeu-Olivares (2002) 

Initial confirmatory factor analysis 
(CFA) and criterion validity, (N =  
219) 

Its fit was reported good to adequate. 

Hawkins, Sofronoff and 
Sheffield (2009) 

Explored its CFA on a sample of 
Australian college students (N = 
219) 

Results demonstrated good fit and 
internal consistency. 

Merino (2012) Analysis of internal validity of the 
Spanish version in lima, Peru, (N 
= 366) 

Results indicate high shared 
variances on the subscales and 
acceptable reliability coefficients, 
except for PPO scores. 

Hasewaga, et al. (2015) Seek for structural validity of a 
Japanese version of SPSI-R:S, (N1 
= 231; N2 = 123) 

Fit indices revealed poor model fit 
and subsequent exploratory and 
confirmatory factor analysis (EFA) 
indicated cross-load in 5 items. When 
removed the 5 times a further EFA 
revealed good model fit however. 

Li, et al. (2016) Psychometric study on EFA (N = 
90)  

Findings concluded in this sample 
inconsistent initial fit within the five 
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factors. Later, the 15 negatively 
worded items NPO, ICS and AS were 
regrouped into two factors. They 
concluded that three factors instead 
of five provided better fit. 

Sorsdahl, Stein and 
Myers (2017) 

Investigate the factor structure, (N 
= 1000) 

Found evidence of a five-factor 
structure, however items cross-loaded 
on more than one factor.  

Haig, Qiñones and Moore 
(2018) 

Investigate the structural validity 
in two samples, sample 1 (N1 = 
151; N2 = 202) 

Sample 1 revealed poor model fit with 
several items cross-loading. When 
removed these items subsequent CFA 
demonstrated adequate model fit, 
which was later validated on the 
group 2.  
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Appendix III — Interview Guide  

1. Introducing the interview (background) 

2. Background information 

i. Name: ___________________________ 
ii. Gender: _____ 

iii. Age: ________  
iv. Nationality: __________ 

 

v. Name of the firm: ___________________ 
vi. Position in the firm: _________________ 

vii. Years of practice as VC: _____ 
viii. Year of incorporation: ______ 

ix. Volume of funding to date (€): _____ 
x. Number of fundings to date (#): ________ 

 
3. Open-ended questions 

a. What is your first impression of the SPSI-R:S? 

b. Do you think it would be suitable to you in assessing start-up founders, why?  

c. Would you recommend using the SPSI-R:S, why? 

d. From the following managerial traits, choose 5 you find critical in new venture 
founders? 

i. Capable of sustained intense effort  

ii. Able to evaluate and react to risk well 

iii. Articulates and communicates well while discussing its venture 

iv. Attention to detail 

v. Problem-solving demonstrated ability 

vi. Thorough familiar with the market target 

vii. Demonstrated leadership ability in the past 

viii. Demonstrated track record relevant to the venture’s field 

ix. Innovative approach to problem-solving 

x. Having a well stablished reputation 

xi. Other:  

e. Please, list some key problems that start-up founders need to solve? 

f. How important is problem-solving compared to other entrepreneurial tasks? 

g. Based on your own experience, how do you see problem-solving skills in connection 
with new venture’s performance and why do you think so? 

h. During the initial funding rounds, could you describe in as much detail as possible how 
do venture capital firms evaluate start-up’s founding team? 

i. Please, list start-up founding CEO’s most important managerial skills when venture 
capital firms assess his fit? 

j. What tools, helping materials or other psychometric tools or other materials do you use, 
or have you used to assess managerial skills? 

k. What makes an excellent start-up CEO? 

4. Debriefing 


