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GLOSSARY

4 Cs Model
A service-focused alternative to the 4 Ps 
of Marketing model. The four Cs represent 
the marketing mix for service businesses. 
Product translates to Customer Solution, 
Price to Customer Cost, Promotion to 
Customer Communication, and Place to 
Customer Convenience.

4 Ps of Marketing
The standard marketing mix. Together, 
Product, Price, Promotion, and Place form 
a high-level overview of the considerations 
that marketers must make when crafting 
a marketing plan. Different products have 
a different mix of spending and focus on 
each of the four Ps.

Barriers to Entry
Obstacles that prevent new ventures from 
entering and participating in an industry. 
These obstacles could include prohibitively 
expensive initial costs, pressure from 
entrenched firms within the industry, or 
restrictive government regulation.

Brand Collateral
The various digital and physical elements 
that make up your brand. These include a 
company’s logo, brand color palette, website, 
business cards, and other branded elements.

Break-Even Point 
The point at which costs equal revenue. At this 
point, a business can begin to turn a profit.

Burn Rate
The negative cash flow that a startup 
experiences while covering startup 
expenses before the venture becomes 
profitable, or at least produces enough 
revenue to sustain itself.

Business Model
A strategic design that outlines the 
method by which a business profitably 
solves a problem for specific customers. 
A successful business model acts as a 
template that includes considerations 
for operational, technical, and financial 
aspects of the business.

Competitive Advantage
The sum of conditions that put one 
business in a superior or favorable position 
over another. Competitive advantage 
stems from resources, competencies, 
or capabilities that are valuable to the 
customer, rare, not easily imitated, and not 
easily substituted.

Customer Avatar
A fictional profile that represents the 
qualities that your perfect customer would 
exhibit. This customer persona is designed 
to guide efforts to identify the target 
market for a product or service, as well as 
to refine marketing efforts.

Dilution
The devaluation of every member of 
a founding team’s equity when a new 
member joins the team. Because total 
ownership of equity in a venture cannot 
exceed 100 percent, when a new equity-
sharing member claims a portion, every 
other portion becomes smaller.

Direct Competitors
Competitors who compete in a one-to-
one capacity. These firms offer the same 
solution to a customer’s problem, for 
example, two pizza shops in the same 
neighborhood. The customer problem is 
hunger—a problem for which there are 
many solutions—and two pizza shops offer 
the same solution.

Distinctive Competencies
The source of competitive advantage. 
Distinctive competencies are a 
combination of best practices and 
technical skills that come together in a 
valuable and creative way that is difficult 
to beat by competitors.

Due Diligence
The comprehensive, specific, and often 
technical questions that investors ask 
entrepreneurs regarding the nature of 
their startup. It is important that these 
questions be answered truthfully and as 
accurately as possible, as the answers 
are material to investor decisions about 
whether to invest in a venture or not.

Effectuation
The opposite of causation. Instead 
of starting with a goal and gathering 
resources to accomplish that goal, 
effectuation is the process of developing a 
goal based on the resources at hand.

Foreign Qualification
The practice of registering a business in a 
state where it is not physically based.

Entity Classification
The legal form of a business. Different 
legal forms offer different advantages in 
the form of personal liability protection, 
tax liability advantages, and methods of 
acquiring capital.

Entrepreneurial Thumbprint 
The unique blend of background, talent, 
insight, and perspective that positions 
an entrepreneur to turn an idea into an 
opportunity.

Flow
A state of elevated focus and elation that 
stems from a match of competency and 
challenge for a particular task. Learning 
and productivity are maximized when a 
flow state is achieved, along with a feeling 
of accomplishment.

Gantt Chart
A visual representation of a project or 
series of milestones. This type of chart 
is especially useful to demonstrate a 
sequence of dependent tasks.

Graphic Identity
The sum of a business’s visual elements 
such as logos, business cards, visual 
messaging elements, color palette, and 
visual themes.

Indirect Competitors
Competitors who offer a different solution 
to the same customer problem. For 
example, a pizza shop and a sandwich 
shop both solve the problem of hunger, 
but they offer different solutions. Both 
establishments indirectly compete with 
grocery stores and other restaurants 
as well—other businesses that help 
customers solve the same problem but 
offer different solutions.
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Kaizen
A philosophy of continuous improvement. 
Kaizen favors constant incremental change 
that can be implemented immediately 
and with minimum disruption over 
large sweeping changes that can often 
cause disruption. In addition to being an 
engine for improvement, the philosophy 
of kaizen teaches practitioners to 
embrace change—a critical mentality for 
entrepreneurs.

Liquidity Event
An exit strategy that transforms equity 
into cash. Common liquidity events include 
acquisitions, mergers, and initial public 
offerings (IPOs).

Marketing Collateral
All the sales sheets, brochures, articles, 
and case studies that are used to promote 
a brand, product, or service.

Marketing Mix
Elements of the exchange that exists 
between a brand and its customers. 
Traditionally, the marketing mix is made up 
of four key elements collectively referred 
to as the “4 Ps”: product, price, promotion, 
and place.

Outsourcing
The process of relying on third-party 
firms to carry out processes that do not 
directly contribute to a venture’s value 
chain. Outsourcing plays a critical role in 
the development of many startups and is 
cheaper and easier than ever before.

Porter’s Five Forces
A conceptual framework designed to 
help business decision makers better 
understand the ways in which the 
pressures of competition influence an 
industry or industrial sector. The five forces 
are the intensity of competition within an 
industry, the bargaining power of suppliers, 
the bargaining power of buyers, the threat 
of substitute products, and the threat of 
new industry entrants.

Price Ceiling
The highest price a firm can charge for its 
product or, effectively, the highest price 
the market will bear.

Price Floor
The lowest price a firm can charge for its 
product while maintaining a profitable margin.

Price Sensitivity
The degree to which price factors into the 
buying decisions of a market segment. A 
high sensitivity to price means that low or 
affordable prices are very important. Low 
price sensitivity means that other product 
features are more important than price.

Primary Activities
The operational activities in a value chain 
that contribute directly to the creation of 
value for customers. In a value chain analysis, 
these activities include inputs, operations, 
distribution, marketing, and service.

Promotional Mix
The combination of various forms of 
promotion that are particular to a product 
or service. The promotional mix consists 
of advertising, public relations, personal 
selling, and sales promotion.

Runway
The amount of time a venture can stay in 
business before its burn rate surpasses the 
amount of cash it has raised.

Sales Cycle
The process that a firm undergoes from the 
initiation of a sale to the close of that sale.

Sensitivity Analysis
An exploration of the impact particular 
variables have on a forecasted outcome. 
These analyses are used to gauge how 
reliable a plan is and what vulnerabilities it 
may have.

Shiny Object Syndrome
The practice of adjusting focus and shifting 
a plan to accommodate the newest, 
flashiest tools. It is important to be ready 
to pivot when the situation calls for it, but 
constantly adopting new systems results in 
wasted energy and spinning wheels.

SMART
An acronym that stands for specific, 
measurable, achievable, relevant, and 
time-bound. These qualities represent a 
best practice for effective goal setting. 
Vague, unrealistic, or open-ended goals are 
not only unlikely to be accomplished but 
represent a lack of focus and strategy.

Support Activities
Activities within a value chain that 
indirectly add value. These include areas of 
a firm such as financial and legal, human 
resources, development, and procurement.

Top-Level Domain
The suffix of a web address. Common top-
level domains include .com, .org, .info, .edu, 
and .gov.

Value Chain
The journey that a firm’s inputs take 
through operational processes. This journey 
transforms them from raw materials into 
outputs that have value for the firm’s 
customers. All firms have a value chain, 
but the specifics will vary from firm to firm 
(even within the same industry).

Value Proposition
The why of a venture. It is the answer 
to two key questions: who is your target 
customer and how are you different 
from your competition? A venture’s value 
proposition is at the heart of its success.

WAG
An acronym for the phrase “wild-ass 
guess.” Your business plan should have as 
few of these as possible, although your 
audience will understand that certain 
elements of your plan will be an educated 
guess out of necessity.
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