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Five Key Principles from this Book

Entrepreneurs are everywhere
Entrepreneurship is management

. Validated Learning
Build -Measure -Learn
Innovation Accounting
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Part T -Tips P1/3

This principle emphasizes that entrepreneurship is not confined to a specific type of company or person. Startups can exist in
any size of company, sector, or industry.
Entrepreneurs Are EveryWhere Ries shares his experience at IMVU, highlighting that startups are defined by their mission to create new products or services
under extreme uncertainty, regardless of the organization's size or type.

Example: Eric Ries talks about how large companies like Intuit and GE have adopted lean startup principles to foster
innovation within their established structures

A startup is an institution that requires a new kind of management geared toward its unique challenges and needs.
Entrepreneurship should be considered a form of management distinct from traditional business management.

Ries points out that startups need a disciplined, systematic approach to managing uncertainty, which includes practices for

EntrePreneurShlp Is Management steering, adapting, and growing in a rapidly changing environment.

Example: The use of "innovation accounting" at GE as part of their FastWorks program, which involves lean startup
methodologies to manage and measure their innovation efforts effectively
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Part 1 -Tips P2/3

Key Learning Concepts

Validated Learning

Build-Measure-Learn

Startups exist to learn how to build a sustainable business, and this learning can be validated scientifically by running experiments
that test hypotheses about the product, strategy, and market.

Ries explains that the goal is not just to make stuff, but to learn what needs to be made. This involves testing assumptions and
gathering data to validate whether the startup is on the right path.

Example: Zappos’ founder Nick Swinmurn tested his hypothesis by selling shoes he didn’t own, thus validating the demand for
an online shoe store without initially investing in inventory.

The fundamental activity of a startup is to turn ideas into products, measure how customers respond, and then learn whether to
pivot or persevere. This cycle is the core of the lean startup method.

Ries describes how startups should focus on building an MVP (Minimum Viable Product), measuring its effectiveness through
customer feedback, and learning from the results to make informed decisions.

Example: Dropbox’s strategy to use an MVP in the form of a simple video that demonstrated the product's potential, allowing
them to measure interest and learn from user feedback before fully developing the product.
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Part 1 -Tips P3/3

This principle involves creating a new accounting system that tracks progress, sets up milestones, and prioritizes work to
improve entrepreneurial outcomes systematically.

Innovation Accounting Traditional accounting metrics do not work well for startups. Instead, startups need to focus on actionable metrics that can

provide insights into their progress and guide their decisions.

Example: The cohort analysis used by Facebook, which focuses on the behavior of a specific group of users over time rather
than vanity metrics like total sign-ups, providing more meaningful data on user engagement and growth.
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Part Two: Chapter Wise Key Take away
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Part 2 -Tips P1/6

Chapter 1 Key Learning: The importance of vision, steering (pivoting), and accelerating. Startups need a sustainable business model.

Start
Example: Dropbox’s initial success through a simple explainer video to test demand before building the full product.

Key Learning: Definitions of terms like “startup,” "entrepreneur,” and "validated learning." Emphasis on creating a

Chapter 2 Minimum Viable Product (MVP).

Define Example: IMVU initially created a fully functional product which failed; later they pivoted to a simpler MVP to get early

feedback.
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Part 2 -Tips P2/6

Key Learning: Validated learning is the process of demonstrating empirically that a team has discovered valuable truths about a startup’s
chapter 3 present and future business prospects.

Learn

Example: Zappos’ founder Nick Swinmurn validated the idea of an online shoe store by first selling shoes he did not own and purchasing
them from stores after a customer made a purchase on his site.

Key Learning: Startups should run experiments to test their hypotheses.
Chapter 4

Experiment Example: Groupon started as a website called The Point, testing various social-good campaigns before finding success in group
buying.
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Part 2 -Tips P3/6

Key Learning: Determining when to pivot or persevere. Entrepreneurs must decide whether to continue on their current path
Chapter 5 or change direction.

Leap

Example: Twitter started as Odeo, a network for podcasting, and pivoted when they realized there was more potential in short
messaging.

Key Learning: Use actionable metrics and cohort analysis to measure progress. Vanity metrics can be misleading.

Chapter 6

Test Example: Facebook measures active users and engagement rather than just sign-ups to determine the real value and growth of
the platform.
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Part 2 -Tips P4/6

Chapter 7: Measure Key Learning: Innovation accounting to measure progress in the absence of traditional metrics

Example: In the early days, Toyota focused on process-oriented metrics to drive continuous improvement.

Key Learning: Knowing when to pivot or make a fundamental change to the product strategy to find a more successful path.
Chapter 8: Pivot (or Persevere)

Example: Eric Ries' IMVU made several pivots, including from a download product to a web-based service, to better-fit market
needs.
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Part 2 -Tips P5/6

Chapter 9
Bstch Key Learning: The advantages of small batch sizes in the production process for better feedback and faster iterations.
Example: Toyota’s use of small batches to reduce waste and improve efficiency in manufacturing.
Key Learning: Sustainable growth is driven by the use of a growth engine, such as viral, sticky, or paid growth.
Chapter 10
Grow

Example: Dropbox’s referral program encouraged existing users to refer friends, leading to exponential growth.
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Part 2 -Tips Po/6

Chapter 11 Key Learning: Building an adaptive organization capable of fast responses to changing circumstances.

Adapt

Example: Intuit’s "follow me home" program where employees observed customers using their products, leading to rapid
insights and adaptations.

Chapter 12 Key Learning: Companies need to create an environment that encourages continuous innovation.

Innovate Example: GE’s FastWorks program was inspired by lean startup principles to drive innovation in a large corporation.
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Learning Model — Executive summary

Chapter

1. Start

2. Define

3. Learn
4. Experiment
5. Leap

6. Test

7. Measure

8. Pivot (or
Persevere)

9. Batch

10. Grow

11. Adapt

12. Innovate

Key Points Takeaway
Vision, steering, accelerating;
sustainable business model
Definitions of startup,
entrepreneur, and validated
learning; MVP importance
Validated learning through
empirical demonstration
Running experiments to test
hypotheses

Pivot or persevere based on
validated learning

Use actionable metrics and
cohort analysis

Innovation accounting to
measure progress without
traditional metrics

Making a fundamental change to

the product strategy if needed

Advantages of small batch sizes

for better feedback and faster
iterations

Sustainable growth through viral,

sticky, or paid growth engines

Building an adaptive organization

capable of fast responses

Encouraging continuous

innovation within organizations

Tools and Techniques
Vision statements, business model
canvas

Minimum Viable Product (MVP),
Lean Canvas

Hypothesis testing, customer
feedback loops

A/B testing, split testing

Pivot/persevere meetings, feedback
analysis

Cohort analysis, actionable metrics

Innovation accounting, Lean metrics

Pivot or persevere framework,
hypothesis testing

Small batch production, continuous
deployment

Growth hacking, viral loops,
retention strategies

Adaptive planning, rapid prototyping

Continuous innovation frameworks,
intrapreneurship programs

Examples
Dropbox used a simple video to test demand
before building the product

IMVU's initial failure with a complete product,
then pivot to a simpler MVP

Zappos validated demand by selling shoes they
didn’t own initially

Groupon tested various social-good campaigns
before finding success in group buying
Twitter’s pivot from Odeo, a podcasting
network, to a microblogging platform
Facebook measures active users and
engagement rather than just sign-ups

Toyota’s focus on process-oriented metrics for
continuous improvement

IMVU made several pivots, including changing
from a download product to a web-based
service

Toyota’s use of small batches to reduce waste
and improve efficiency

Dropbox’s referral program encouraged existing
users to refer friends, leading to exponential
growth

Intuit’s "follow me home" program for rapid

insights and adaptations

GE'’s FastWorks program inspired by lean startup
principles

This table captures
the essence of each
chapter, providing
key points, tools and
techniques, and
relevant examples
from the book. It
offers a concise and
practical overview for
readers to grasp the
methodology and
apply it effectively.



What Lessons can we learn P1/3
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What Lessons can we learn P2/3
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What Lessons can we learn P3/3

Rajesh Koul (rajeshkoul.com)



S
FOLLOW ME
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