
                                                                      

                                                                      

                                                                      

                                              

The Lean Startup -- Main Points 
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The reality: the majority of startups fail, most new products are not 

successful.  This is what Eric Ries is trying to stop from being the case 

-- thus the purpose for writing the book. He uses the lean manufacturing 

methodology and adopts the methodology to the startup context.  For 

example, he incorporates some of Steve Blank's ideas of customer 

development (Note: Eric was a student of Steve Blank's at Stanford, as 

well Steve Blank was an advisor and investor in one of Eric's companies). 

 

----- 

 

The outline of the Lean Startup Method: 

 

1. Entrepreneurs are everywhere: he is basically saying that the learn 

startup can be used anywhere in any size company. 

 

2. Entrepreneurship is management: he is suggesting that entrepreneurship 

is a new kind of management. 

 

3. Validated learning: need to test hypothesis with the actual market 

place (i.e. with customers) so to create a sustainable business. 

 

4. Build-Measure-Learn: this process helps get feedback quickly about a 

minimum viable product from actual users/customers in an iterative 

approach.  Instead of making complex plans that are based upon a lot of 

assumptions, startups can make constant adjustments by guiding the ship 

with small iterations that test assumptions at each stage such that the 

assumptions are closer to facts / truth. 

 

5. Innovation accounting: to help with measuring outcomes from a startup 

to be able to measure progress, setting up milestones, and prioritizing 

work. 

 

[Note: Regarding entrepreneurship being a kind of management, I don't 

necessarily agree with Eric on this; I would say that the activities and 

behaviors of entrepreneurs have a portion of management, along with 

leadership, creativity, and doing --- not managing.] 

 

The overall take away of these 5 points that constitute the Lean Startup 

method is that one must continually test one's hypotheses with the 

marketplace and then adapt accordingly. This is done in an iterative 

process when developing multiple iterations of a minimum viable product 

to get to a product that will generate revenue and create a sustainable 

business. 

 

----- 

 



Other items: 

 

"Startups do not yet know who their customer is or what their product 

should be." -- Page 9, thus the goal of a startup is to figure out the 

right product to build, which is the product that customers want and are 

willing to pay for.  Startups should do this as quickly as possible to be 

able to survive. 

 

"Planning and forecasting are only accurate when based on a LONG, STABLE 

operating history and a static environment." - Page 9, thus, startups are 

making a large number of assumptions.  They are making these assumptions 

when they don't have a long or stable operating history and operate in a 

dynamic environment.  If any one of those assumptions doesn’t hold, the 

entire business model for the startup can falter.  Eric believes this is 

one of the main reasons why startups have a high failure rate. 

 

Eric believes that the lean startup helps startups introduce more 

disruptive innovations as opposed to incremental innovations -- which 

established companies are good at introducing to the market.  This 

implies that startups should be focusing in disruptive innovations and 

not incremental innovations if they are to be successful. 

 

The lean startup method allows for companies to experiment easily by 

making little bets / batches.  To create an experimental culture, 

startups need to create an "island of freedom" to improve experimentation 

activities. 

 

The result of the lean startup method should be that the right product is 

brought to market quicker and possibly at a lower cost. 

 

This method doesn't just mean "Just Do It" (Nike slogan).  It partially 

incorporates this mentally, but more importantly it incorporates a method 

to learn from just doing it by measuring important aspects of the product 

and doing this in an iterative process. 

 

Make sure when going through the build-measure-learn process that there 

is room to allow being surprised when the customers behave in unexpected 

ways.  Zappos is used as an example. -- page 58 

 

Entrepreneurs make two types of important assumptions which need to be 

tested early and often: 1) the value hypothesis, and 2) the growth 

hypothesis.  The value hypothesis is whether a product / service really 

delivers value to customers.  The growth hypothesis is whether new 

customers will discover a product / service. 

 

The minimum viable product (MVP) is one of the interesting concepts that 

Eric works with -- he suggests that initially deciding what the MVP 

should be is not based upon a formula, but requires judgment because you 

don't know yet who your customer is and what they want for sure.  The MVP 

requires the courage to put one's assumptions to the test. -- P. 109. 

 

One of the objections for the MVP is the fear that competitors will steal 

the idea.  He argues it is more difficult than one might think to steal 

an idea.  For one, startups are not known, so others don't know about the 



idea even if you are out in the market.  Plus, most managers are 

overwhelmed with other projects that they don't have the bandwidth to 

take notice of every startup and their idea.  A manager's priority at 

large companies is to prioritize and execute all the items currently on 

their desk.  Plus, if a competitor can do better at executing the 

startup's idea, the startup is already doomed (i.e. the startup needs to 

have a good idea and be able to execute it better than anyone else).  

Plus, startups can move quicker than big companies, especially if they 

are using the build-measure-learn method property and efficiently.  If 

not, than the startup has much bigger problems.  A head start is hardly a 

competitive advantage -- the only way for a startup to succeed is to 

learn faster than anyone else. 

 

Innovation accounting works with 3 steps: 1) use a MVP to establish real 

data points to understand where the company is right now, 2) use a 

baseline to tune the engine towards the ideal product, and 3) decide to 

pivot in a different direction or persevere in the same direction. 

 

3 A's of metrics: 1) actionable, 2) accessible, and 3) auditable. -- p 

.143 

 

The last section is about accelerating after the startup has found a 

product that customers love and will be willing to pay for. 

 

In the end, it is foolish for startups to fail because of over planning 

or over-architecting -- i.e. making too many assumptions before testing 

them. 

 

Throughout the book he uses various antidotal examples from his own 

company and companies he knows (e.g. Zappos, Dropbox, Food on the Table, 

Aardvark, Hotmail, Friendsters, Facebook, etc.). 


