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What's a startup?

“A human institution designed to create a
new product or service under conditions of
extreme uncertainty. ©

- Eric Ries
author, The Lean Startup
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What is Lean Startup?

A method to systematically address
uncertainty through rapid iteration and
market learning

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What is the Lean Startup?

Helps us Answer Two Critical Questions

1. Should we build this new product or
service?

2. How can we increase our odds of
success?

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What is the Lean Startup?

History
* Robert Deming
 Toyota Lean Manufacturing
* Agile Software Development
 Lean Startup
« Steve Blank
* Eric Ries
« Alexander Osterwalder
* Lean Startup Community

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o

13



What is The Lean Startup?

Terminology / Definitions
* Entrepreneurs

« Startups

* Uncertainty (Product / Market / Model)
 Assumptions

« Hypotheses

 Validated Learning

« Experiments

*  Minimum Viable Product

* Customer Development

* Pivots

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What kinds of uncertainty?

Technical / product risk
Can we build this?

Customer / market risk
If we build this, will people use/buy it?

Business model risk
Once we build this, can we find a way to make money from it?

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What is an assumption?

Starts with “| believe that” statements

Clarifies your current understanding of what
you don’t know with certainty

Some are more important than others

Identify and isolate critical assumptions

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Assumptions Example

Early Assumption

HOW AIRBNB STARTED .
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What is a hypothesis?

“If then” statement that helps design tests for
an assumption

Clarifies your current understanding of what
uncertainty you seek to resolve

Is specific in the action, timing and value /
amount of impact

Helps to design and build an MVP

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Critical Hypothesis Example

HOW AIRBNB STARTED ... ,'; Critical Hypothesis
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What is an Experiment?

A scientific procedure undertaken to make a
discovery, test a hypothesis, or demonstrate a
known fact

Or

A scientific test in which you perform a series
of actions and carefully observe their effects in
order to learn about something

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Minimum Viable Product (MVP)

Experiment that helps you validate (or
Invalidate) hypotheses about the value or
growth potential for a new product

An MVP helps you answer a specific question
about one of your assumptions

Building an MVP is not a 1-time event

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Validated Learning

Translate your critical assumptions into an experiment:

1. Isolate critical assumptions for testing
2. Draft your hypothesis to be tested

3. Build an experiment

4. Measure the results

5. Collect the data and learning in a systematic

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Customer Development

= Talking to people
“Get out of the building”

Qualitative interviews to learn more about
customer needs and behaviors

May start with the first test you run after you
build an MVP

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o 23



Pivot

« Change in direction without a change in
vision

* OR

* Persevere: A team’s decision to test the
next most important hypothesis

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What is the Lean Startup?

3. Application / Applicability

A. Experimentation
B. Testing

C. Measure Results

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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A. Experimentation

* Process of rapidly learning what customers
want and will pay for

« Test assumptions so that you don’t waste
time and money building the wrong thing

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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B. Testing process

Build-Measure-Learn loop

* |dentify your assumptions

* Prioritize assumptions

* Focus on assumption with biggest risk

* Figure out how to test assumption quickly
* Figure out your hypothesis about that test
* Run experiment

* Review results

* |terate

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o

27



Build, Measure, Learn Loop

Minimize TOTAL time through the loop

The Lean Startup and The Innovator's Canvas : Loy (18 (2o 13155 smno 5o
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Culture of Testing

1. Experiment design is important

2. But, recording and evaluating the learning is more
important

3. Establish an organization that learns together

4. Step up the sophistication of the experiment when
you are ready to do so as a team

5. Team learning is the most important outcome

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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C. Measure Results

What knowledge are you looking to gain?
“The What”

What you are going to do with the knowledge
when you get it?
“The So What”

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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What if every hypothesis is
invalidated?

Pivot.

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Top 10 types of pivots

Zoom-in pivot

Zoom-out pivot

Customer segment pivot
Customer need pivot
Platform pivot

Business architecture pivot
Value capture pivot
Engine of growth pivot
Channel pivot

Technology pivot

Sl R L s o

[
&
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Path to Success

Sucgess _ Success
whnf People ﬂ'unk wha'l' of reoly
it locks kke looks bke
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Recap - How do you win?

Build products more quickly by:
Recognize your assumptions
Test assumptions early and often

Don’t spend time and money building the
wrong things

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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How do you get into trouble?

Go off assuming that you know things that
you actually don’t know

The Lean Startup and The Innovator's Canvas : Loy (iils (s 87 )1 puwo 4o
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Traditional Product Development
Unit of Progress: Advance to Next Stage

Watertall

Requirements h
[ Specifications ]]

Design ]-l

[ Implementation h
Verification ]-]

Maintenance

The Lean Startup and The Innovator's Canvas : ko (iils (s 87 )5 puno 4o




Achieving Failure

« If we're building something nobody wants, what
does it matter it we accomplish it:

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

» Achieving Failure = successfully executing a bad
plan
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Lean Startup

Unit of Progress: Valigated Learning

Customsr ﬁ Cu:tnmer 'I'.u‘h'l'c!mcr Scah\
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vy e
Steve

Blank Customer Development

(still alive)
Hypotheses, Experiments,

unknown Insights

unknown Data, Feedback,
Insights

Teal Soepaingg

Uuer Stories m

Architectual Release [THn— Acceplance Small
e = e
Spike Planning iteration ———— Tests Releases

] : q - (SPI]I.I) W

Agile Development
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Minimize TOTAL time through the loop
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* The Lean Startup
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* The Innovator's Canvas

* Conclusions

The Lean Startup and The Innovator's Canvas : ko (iils (s 87 )5 puno 4o 40



The Business Model Canvas

Dhesigred fir

Key Partners DA,

Key Activities

Key Resources

Value Propositions

=Ty
|

~F

Channels

Customer Segments r.n-

Cost Structure

Revenue Streams

wwnwbusinessmodelgenenationcom
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CUSTOMER SEGMENTS

b

For whom are we creating value? Whe are
oul most important customers?

The Lean Startup and The Innovator's Canvas : ko (iils (s 87 )5 puno 4o imag@iby JAM



VALUE PROPOSITIONS

What value do we deliver to the customer? Which one of sur customer's problems
are we helping to seolve? Which customer needs are we thshnsz What bundies of
Products and services are we ﬂ&rins to each Customer kﬂmﬁnﬂ

The Lean Startup and The Innovator's Canvas : Ly (ils (s 97,5 unno o imaél?% by JAM
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Through which Channels do our Customer Seqments want to be reached? How are we
reaching thew now? How are our Chanvels integrated? Which ones work best? hich
ones are most cost-efficient? How are we integrating thew with customer routines?
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CUSTOMER RELATIONSHIPS

What type of relationship does each of our Customer Seqments expect us teo establish
and maintain with them? Which ones have we established? How costly are they? How are
they inteqrated with the rest of our business wmedel?

The Lean Startup and The Innovator's Canvas :;ylas (iils (s 87 )5 puno 4o : 45 =y
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For what value are our customers really willing to Poyl For what do they
currently pay? How are they currently pnqina? How would they prefer to pay? How
wuch does each Revenue Stream contribute teo overall revenues?
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What Key Resources de our Value Propositions require? Our Distribution
Channels? Customer Relationships? Revenue Streams?
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What Key Activities do our Value Propesitions require? Our Distribution
Channels? Customer Relationships? Revenue streams?

The Lean Startup and The Innovator's Canvas : ko (iils (s 87 )5 puno 4o




Whe are our ey Partners? Whe are our key suppliers? Which Key Resources are we
acquifing from partwers? Which Key Activities do partners perform?
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What are the most important costs inherent in our business medel? Which Key
Resources are most expensive? Wiich Key Activities are most expensive?
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The Innovator’s Canvas

A One-Page Business Plan And The Milestone's
Every Startup Must Achieve To Become A Viable
Business

| e |
JdTHEINNOVATIVEMANAGER

MANAGEMENT TOOLS FOR INNOWYATIVE PROFESSIONALS
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THE INNOVATOR’S CANVAS IS AN END-TO-END PROCESS
FOR VALIDATING INNOVATION IDEAS

-—Problem: Most New |Ideas That Fail Do So Because of
Market-Related Risk

— Lack of customer interest
— Channel conflicts of interest
— Etc.
— The issue is rarely about technical feasibility
 Solution: What If You Could Validate Each Idea Piece By
Piece In An Inexpensive Way?
— That's the goal of the Innovator’'s Canvas
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KEY DIFFERENCE BETWEEN STARTUPS AND
ESTABLISHED BUSINESSES: SEARCH VS EXECUTION

STARTUPS SUCCESSFUL BUSINESSES
Search Execute
For a repeatable and scalable business A business model that is already proven to be
model repeatable and scalable
Strategy Business Model Hypotheses —_— Operating Plan + Financial Forecasts
Process Customer Development, Agile Development — sy Product Management, Agile or Waterfall
development
Organization Customer Development Team, —e Functional Organization by Department
Founder-driven
‘Education ~ Business Model Design, Customer Organizational Behavior, HR Management,
Development, Startup Team Building, ==  Accounting, Modeling, Strategy, Operations,
Entrepreneurial Finance, Agile Development, Leadership, Marketing, Manufacturing
Marketing
Instructional Experiential, Constructivist, Leamer- —l Case, Lecture, Small Group, Mentorship
Strategies Centered, Inquiry-Based

L
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OVERALL PROCESS OF BUSINESS MODEL INNOVATION

Interview Potential Customers Segment Customers

Customer
Discovery -

= € =

Brainstorm Solutions

Business
Model
Design

Rank Canvases According fo
Opportunity / Fit / Difficulty

i’

Create Canvases

FTCT—— e——— T

Eapreie Pt Fr

Business =

~-Value . yCcRM Ops/
Model Prop” — _7Get  Partners

Validation =

Run Experiments

‘Channel ~—Cost/

—Paid  —/Adv.
- .
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CUSTOMER DEVELOPMENT PROGRAM

 Structure: Team of 3 to 5 people
— Product manager; engineering lead; designer or researcher

« Goal: Identify 6-8 Earlyvangelist Customers (B2B; 15-20 if B2C)

— Customer Benefits
» Get a great solution to their problems
« Early and significant product input
 Early access
— Discovery Team Benefits
» Users and Customers available for ongoing questions
« Available for on-site visits
« Agreement to deploy test version provide timely feedback
» Agreement to serve as reference, if happy with delivered product

The Lean Startup and The Innovator's Canvas : ko (iils (s 87 )5 puno 4o 57



THE CUSTOMER EMPATHY MAP EXPLAINED

What does she

THINK & BELIEVE?

What matters most
What worries her
What inspires her

What does she What does she
HEAR? " SEE?
What friends say Environment
What acquaintances say Existing solutions
What influencers say Awareness

What does she

SAY & DO?

Cument solutions used
Current behavior
Current attitude

The paincausad by having fo struggle with existing solufians when getting The prmary objective your customer is trying fo achieve as itrelstes o a Those desired cusiomer needs that go above and beyond the core uility
{he job done. parficular need in their ife. of getting the job done.
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THE CUSTOMER EMPATHY MAP BLANK TEMPLATE

THINK & BELIEVE

SAY & DO

PAINS JOB GAINS
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CUSTOMER SEGMENTS TEMPLATE

AIN ’ AIN ’ AIN ’
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VALUE PROPOSITION DESIGN EXPLANATION

PROBLEM / SOLUTION FIT

You have found 13-20 peaple wiahin a8 segimen (b2s, &8 in b2k) wha rate your vaue proposton & 89 or 10 and siae they waul Buy il fighl now i i1 was availanie

-

GAIN
CREATORS

V alue created by your
productservios shove and beyond
mergly solving the problam.

PRODUCT/

GAINS

Those desired customer
needs fhat go above and
beyond the cone uility of

getiing the job dona.

JOB(S)

The primary objecive your

SERVICE

These are the products andior
sanvices you infend fo sell.

PAIN
KILLERS

The main stnibuie of your
product’service fhat sohesa
austomar's pre-exisfing pam.
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paricular need in their lide.

PAINS

Thea pain causad by having
to struggle with existing
solutions when getfing the
pobdone.
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VALUE PROPOSITION DESIGN TEMPLATE

PROBLEM / SOLUTION FIT

You have lound 15-20 peaple wihin 3 segmen (D2o, &8 in b2) who rake your vaue ropostaon 85 4 9 o 10 and S1ake they wauld Buy il fgni now i i1 was availanhs

F- )

PRODUCT/ SERVICE

GAIN CREATORS

v, GAINS /.
PAINS

PAIN KILLERS
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IF THE FEEDBACK IS BELOW A 9 OR 10, DON’T TRUST IT

« When Testing Customer
Hypotheses:
— On a scale of 0-10, how big of a pain
is this to you?
* When Testing Solution
Hypotheses
— On a scale of 0-10, how likely are
you to purchase this solution?
« Anything below a 9 or 10 isn't
worth much

— ComfortGuard would consistently
score 5-8

— Virtually no sales
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THE INNOVATOR'’S CANVAS
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« Combines the best of the Lean Canvas with the original
« Adds “Brand Promise™” as the Why behind the idea
« Created in PowerPoint, Easy to Edit, Shade, Present
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Low Risk or Validated Assumption

Med Risk or Partially-Validated Assumption TH E IN N OVATO R, S CANVAS

B High Risk or Invalidated Assumption

Key Resources Ba | Key Metrics Brand Promise — The Why Customer Relationships (g | Customer Segment

Value Proposition

Gain Creators |£

=

Key Partners cf‘ Unfair Advantage

auoq aq o} gor

Pain Killers e

"
g
5
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g
=

g
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Cost Structure Revenue Streams
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Low Risk or Validated Assumption

Med Risk or Partially-Validated Assumption

. High Risk ar Invalidated Assumption

THE INNOVATOR’S CANVAS EXPLAINED

Key Resources Bs

Defires the "must have” resounces for this
bemsiress mmoded 5o suacoed

These can nclude key people, processes
eqipment, capkal, oic

Doed rof inchuds ™shoukd have” of "nios B
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E-commame websho

Esiciont fulfiliment sysioms. usiness.
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Key Metrics il
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Average Order Valie
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Colloge shudores

Customer Segment

Key Partners rf"
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Cost Structure
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THE INNOVATOR’S CANVAS ORDER OF VALIDATION STEPS

o

. We have verified our idea solves a known customer problem and customers

are willing to pay for it
We have verified a channel to reach customers for sale and delivery of solution
We have verified we can run the business profitably and sustainabl

15
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Lean Startup Principles

Entrepreneurs are everywnhere
Entrepreneurship is management
Validated Learning

Builld — Measure - Learn

Innovation Accounting
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What is a startup?

» A startup 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
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What is a startup?

STARTUP

EXPERIMENT




Entrepreneurship is management

Qur goal is to create an institution, not just a
product

Traditional management practices fail

- "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”
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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.
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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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Learn Faster

Split Tests

Customer Developmert
Five Whys

Customer Advisory Board
Falksifiable Hypotheses
Froduct Owner
Accountability

Customer Archetypes
Cross-functional Teams
Semi-autonomous Teams

Smoke Tests

There’s much more...

Measure Faster

Split Tests
Continuous Deployment

Usahility Tests
Real-time Maonitoring & Alerting

Customer Liaison

The Lean Startup and The Innovator's Canvas

Measure Faster

Funnel Analysis

Cohart Analysis

Net Promaoter Score
Search Engine Marketing
Predictive Monitaring

robs 1S (8T o o

Build Faster

Unit Tests

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

Developer Sandbox
Minimum Viable Product




