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Lean Startup Principles

Entrepreneurs are everywhere




What Is a startup?

e Astartup is a human institution designed to
deliver a new product or service under
conditions of extreme uncertainty.

* Nothing to do with size of company, sector of the
economy, or industry




What Is a startup?

STARTUP

EXPERIMENT
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Most Startups Fall




Most Startups Fall

| @Pad[)aler Feedster -
&
WaziE Tail ord o e (KIS gpppOST

iNeds fi blisti.. ﬂqg@ ' | simpiy/ m

% cliregs  Renkoo I pixgoge

— £ standpoint L
e nanmen]

@“‘E'“Eorandnm E&Imdamh ) i “W‘RE \iIK_f_![r_n_a Vemoone  Byiset
Suprgle - a‘m iy W Jmais| N gOFFICE
(MWPeats Ojb

Oww
Wordcast 901000 e e it messne gummw ﬂ%
STREAMLOAD| tagalists Faashy  jollBamINC

naliclext (g0 ‘INGER.M Fee)Ter st
flickr Ni

- -
&l Bloglmes[} I:Im ourmedia Q.

Yub.com - W Newsalloy w6 Almydatafcom
gabbreom iy

Geast oo e aichat™ ' -RYO ClipShack
PANDORA look ,“ .
O Noodly wihdi ¢
m  deliclo.us é,m.. AlmondRocks -Tagyu Lﬂlﬂ Simpy Gtalkr

TRUVEO \uiable e Nos0UD00:  picturecioud
My

(o2 ) themi
JClipfire [T
Netvibes
o 8 measi ure. m -

- iThings kS Technorati et Lumamas Gzl
magnsfia
filangy - Sho

\ ‘]I’ Meet With Approval. BN

! browse oyog

lcensed under (CC) Attt ke 2.0 Germany | Ludvig Gatzke | http




Most Startups Falil

g : Y & Pagefakes
: ovee: Wl GZimbra Fan mugmug
y R ¥,

Bleg o cient huttertly® rtees @Pud[)ater FegliSter
IAZIE T dogiar e | TP gDDROST

iNgds & ﬂqg© W simply m
. Renkoo g

b OYOQI — £ staftlooint 'm [@]

B A ] T AN
@pmemeorandum B Glendartivh /)n] ) Wiiteboard BEHOUTWIRE (ikarma emmsome e
o dhtng Elitlry G| o) TER gOFFICE

wink
d me.iure&_"-} v.-"llllv]lw ﬁ% ilre £
Drasatists Feashy ol BRIINC b} 4 y i
FINGER... fsMly feed Ter wia '
yubmy

w
Bixglin's G [roox ourmedia .:??Qm

o s Yub.com th. ™ RTEEES MewsAlloy wly' e Alimydata ficom
abbrcom v P g
IR, Groast en b aichat ROLYO ClipShiack
4 ot PANDORA lOO e ‘ - “."
<~ LY v E v 4
we Yay OfEE Noodly widie 0 box piy 1
vizu & m o delicos ém,. AlmondRocks Tagyu [ﬂﬂ Sm]py GEalkr
g e B ' = wne
[ ¢ B . R e ~@5QUIDOO ictiscioud
E‘ma S!‘"f Juimble g“' } (o)t % QU o L\

7y

LR s bawans Y My,
¢ TP W karaoke &3
? - rr'aiureE‘E m %!7} =y
- iThings S Technorati Pt Lumamas (Gl
ey |8
Hilaey

MeetWith Approvial ... [lkers i %

lcensed under (CC) Asributo Ludvig Gatzk
19 by Mg Pickard | b




Lean Startup Principles

Entrepreneurs are everywhere

Entrepreneurship iIs management




Who to Blame

Father of scientific
management

Study work to find the best
way

Management by exception
Standardize work into tasks

Compensate workers based
on performance

“In the past, the man was
first. In the future, the

D system will be first.”
Frederick Winslow Taylor (1911)

(1856 — 1915)




Entrepreneurship is management

Our goal Is to create an institution, not just a
product

Traditional management practices fall

- “general management” as taught to MBAs

Need practices and principles geared to the
startup context of extreme uncertainty

Not just for “two guys in a garage”




The Pivot




DoNNELT]

“I'm not leaving vou. I'm pivoting to another man.”




The Pivot

 What do successful startups have in common?

- They started out as digital cash for PDAs, but evolved into online
payments for eBay.

- They started building BASIC interpreters, but evolved
Into the world's largest operating systems monopoly.

- They were shocked to discover their online games
company was actually a photo-sharing site.

* Pivot: change directions but stay grounded in what
we’ve learned.




Speed Wins

If we can reduce the time between pivots

We can increase our odds of success

Before we run out of money
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Achieving Failure

 |f we're building something nobody wants, what
does it matter if we accomplish it:

On time?
On budget?
With high quality?
With beautiful design?

« Achieving Failure = successfully executing a bad
plan




The Lean Revolution
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(1900 — 1993) (1912 — 1990)

“The customer is the most important part of the production line.” -Deming
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Minimize TOTAL time through the loop




Learn Faster

Split Tests

Customer Development
Five Whys

Customer Advisory Board
Falsifiable Hypotheses
Product Owner
Accountability

Customer Archetypes
Cross-functional Teams
Semi-autonomous Teams

Smoke Tests

There’'s much more...

Measure Faster

Split Tests
Continuous Deployment

Usability Tests
Real-time Monitoring & Alerting
Customer Liaison

Measure Faster

Funnel Analysis

Cohort Analysis

Net Promoter Score
Search Engine Marketing

Predictive Monitoring

Build Faster

Unit Tests

Usability Tests
Continuous Integration
Incremental Deployment
Free & Open-Source
Cloud Computing
Cluster Immune System
Just-in-time Scalability
Refactoring

Developer Sandbox

Minimum Viable Product
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The Toyota Way

http://bit.ly/thetoyotaway







The Three Learning Milestones

2. Tune the engine

- Experiment to see if we can improve metrics from the
baseline towards the ideal

3. Pivot or persevere

- When experiments reach diminishing returns, it's time to
pivot.



WASTING
PEOPLE'S



Vision or Strategy or Product?
What should we measure?

Are we creating value?
What'’s in the MVP?



http://bit.ly/LeanStartupUK



Buy the book @

Blog:
Get in touch (#leanstartup)

- http://twitter.com/ericries
- eric@theleanstartup.com

Additional resources
- http://theleanstartup.com

httn*//leanstartiin nhworks com






Lean means cheap. Lean startups try to
spend as little money as possible.

The Lean Startup method is not about cost,
It IS about speed.



The Lean Startup is only for
Web 2.0/internet/consumer software companies.

The Lean Startup applies to all companies that
face uncertainty about what customers will want.



Lean Startups are small bootstrapped startups.

Lean Startups are ambitious and are able
to deploy large amounts of capital.



Lean Startups replace vision with data
or customer feedback.

Lean Startups are driven by a compelling vision,
and are rigorous about testing each element of
this vision



Entrepreneurs are everywhere

Validated Learning

Build — Measure - Learn



Visionary customers can “fill in the gaps” on
missing features, If the product solves a real
problem

Allows us to achieve a big vision in small
Increments without going in circles

Requires a commitment to iteration

MVP is only for BIG VISION products;
unnecessary for minimal products.



Learn Faster
e——— ]
Customer Development

Five Whys Small Batches

Minimum Viable Product
Refactoring

Measure Faster
—

Split Testing
Actionable Metrics
Net Promoter Score
SEM



Have every problem once

Stop the line when anything fails

Fast response over prevention



Deploy new software quickly
- At IMVU time from check-in to production = 20 minutes

Tell a good change from a bad change (quickly)

Revert a bad change quickly
- And “shut down the line”

Work in small batches
- At IMVU, a large batch = 3 days worth of work

Break large projects down into small batches



What it looks like to ship one piece of code to pro

Run tests locally (SimpleTest, Selenium)
- Everyone has a complete sandbox

Continuous Integration Server (BuildBot)
- All tests must pass or “shut down the line”
- Automatic feedback if the team is going too fast

Incremental deploy
- Monitor cluster and business metrics in real-time
- Reject changes that move metrics out-of-bounds

Alerting & Predictive monitoring (Nagios)
- Monitor all metrics that stakeholders care about
- If any metric goes out-of-bounds, wake somebody up
- Use historical trends to predict acceptable bounds

When customers see a failure
- Fix the problem for customers
- Improve your defenses at each level

duction:



Learn Faster
e——— ]
Customer Development

Five Whys

Refactoring

Measure Faster
—

Split Testing
Actionable Metrics
Net Promoter Score
SEM



Delight customers

Get lots of them signed up

Make a lot of money

Realize a big vision; change the world
Learn to predict the future



e “Maximize chances of success”

- build a great product with enough features that increase the
odds that customers will want it

- Problem: no feedback until the end, might be too late to adjust

 “Release early, release often”
- Get as much feedback as possible, as soon as possible

- Problem: run around in circles, chasing what customers think
they want



e The minimum set of features needed to learn from

earlyvangelists — visionary early adopters
- Avoid building products that nobody wants
- Maximize the learning per dollar spent

* Probably much more minimum than you think!



Visionary customers can “fill in the gaps” on
missing features, If the product solves a real
problem

Allows us to achieve a big vision in small
Increments without going in circles

Requires a commitment to iteration

MVP is only for BIG VISION products;
unnecessary for minimal products.



Smoke testing with landing pages, AdWords
SEM on five dollars a day
In-product split testing

Paper prototypes
Customer discovery/validation
Removing features (“cut and paste”)



e False negative: “customers would have liked the
full product, but the MVP sucks, so we
abandoned the vision”

* Visionary complex: “but customers don’t know
what they want!”

e Too busy to learn: “it would be faster to just build
it right, all this measuring distracts from
delighting customers”



Code Faster
e

Continuous Deployment

Measure Faster
—

Rapid Split Tests



A technique for continuous improvement of
company process.

Ask “why” five times when something
unexpected happens.

Make proportional investments in prevention at
all five levels of the hierarchy.

Behind every supposed technical problem is
usually a human problem. Fix the cause, not just
the symptom.



Learn Faster Code Faster
e

e
Five Whys Root Continuous Deployment

Cause Analysis



« A/B testing is key to validating your hypotheses

 Has to be simple enough for everyone to use
and understand it

 Make creating a split-test no more than one line
of code:

If( setup_experiment(...) == "control") {
// do it the old way

} else {
// do it the new way

}



e Actionable
e Accessible
e Auditable
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Validated Learning



e The minimum set of features needed to learn from

earlyvangelists — visionary early adopters
- Avoid building products that nobody wants
- Maximize the learning per dollar spent

* Probably much more minimum than you think!



Visionary customers can “fill in the gaps” on
missing features, If the product solves a real
problem

Allows us to achieve a big vision in small
Increments without going in circles

Requires a commitment to iteration

MVP is only for BIG VISION products;
unnecessary for minimal products.



« A/B testing is key to validating your hypotheses

 Has to be simple enough for everyone to use
and understand it

 Make creating a split-test no more than one line
of code:

If( setup_experiment(...) == "control") {
// do it the old way

} else {
// do it the new way

}



e Actionable
e Accessible
e Auditable
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