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Management Summary

Sometimesthere are methods pled in reality that are overlooked by researchérsthe

case of this research project, the phenomenon of Lean Startup has been empirically
investigated.Lean Startup rejoicesicreasing popularity amongst entrepreneurs in Silicon
Valley and meanwhile in over 90 countries alleothe world.Being a synthesis of agile
development techniques and market research methods, Lean Startup helps people to
successfully develomnovative products and serviciesa close relationship witlcustomers

The core element is a cyclic procedure consisting of the pHasis:measurgand learn.

A literature review in the domain obrganizationtheory, especially entrepreneurship,
organizational learningand new product developmemtas been undertaken to get an
overview about scientific nels that are similar tbean StartupFollowing, Effectuation and

Bricolage, as entrepreneurial process modelsctimeeptionof learning sequences and the

lead user catepthave been extracted for furthemalysis

Getting anin-depth understanding of the phenomenon under investigawomualitative
phenomenologicalesearch approackas chosenin total, eight interviews with Lean Startup
pracitioners and professionals have been conduciBue interview transcripts were
synthesized and aggregated on the basis of a grounded theory appmzygimg open and
axial coding, as well as subjective semaking revealed 25 conceptated to Lean Startup.
To identify meaningful relationships computerassisted methods have been applied

additionally.

The results show, th#ihe observed buildmeasurdearn feedback loojs echoed in the coded
interview data.Therefore, it can be said théite fundamental elements of Lean Startup are
learning, prototyping, running experiments and \aling initial business assumptions.
Moreover, the discussion and comparison withsteng scientific methodshow that the
concept of learning is not yet incorporated adequakagrning and uncertainty reduction in
the opportunity development phase offgeat potential for new insights by the Lean Siart
methodology.

All'in all, the research demonstrates effectively that the interplay between theory and practice
can reveal interesting insighftsr practice and future direction for theoretickb®rdion.
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1. Introduction

AFrom the perspective of Technical Rational.
solving. Problems of choice or decisiore &olved through the selection, from available
means, of the one best suited to establish ends. But with this emphasis on problem solving, we
ignore problem setting, the process by which we define the decision to be made, the ends to be
achieved, the mearwhich may be chosen. In reabrld practice, problems do not present
themselves to the practitioner as givens. They must be constructed from the materials of
problem situations which ar(8chgmul83,lpp.349), t r oul

| am a practioner.

Entrepreneurship aan academiaesearch domain dates backSohumpete(1934)and his
understanding of an innovative individual who disrupts markets, the Entrepreneur. It is still
considered very volatile in ters of a common understand or convergencéGrant & Perrin

2002) This is due to the fact, that Entrepreneurship borrows concepts from a variety of
related research fieldsuch asdecision science, economics, management, sociology, and
psychologytherebymaking it impossible to develop the one complete amteded theory
(Amit, Glosten, & Muller, 2007; Gartner, 2001)

One major element within the field of Entrepreneurshithés concept of an opportunity. Its
emphasis lies onnnovation, novelty and the creation fonew meansends relationships
(Davidsson, 2008; Shane & Venkataraman, 2000; Shane, .2008) quest or activity
undertaken to find, form and exploit opportunities can bel&d as entrepreneurial action and

is divided into two different camps. On the one hand, market imperfectiohexetenously

arise e.g. through changes in technology, market environments or customer needs and need to
be found by entrepreneurthis istermed di scovery theory”. On t he
t heory” assumes t-breatedAtdpch & Ruefu2006;tAlvarez & Barney, c¢ o
2007) Assuming that not all entrepreneurial opportuniaeisethrough any change in the
ecosystem, butare instead cecreated through an entrepreneurial proceds sors,

entr epr en e ubraughtirmoddcudy theslatter mterpretatiorollowing the string

of thought of an entrepreneurial process, Sarasvathy and Venkatgbianp. 117)yaised

the open question “What do entrepreneurs act
on that subject The queston opportunity discovery and exploitation from a process
perspective inEntrepreneurshifs also shared by other schold&hane & Venkataraman,

2000; Ucbasaran, Westhead, & Wright, 2001; Wiklund, Davidsson, Audretsch, & Karlsson,



2011) In other words, a shift ofocustowards specifi@actions undertaken by entrepreneurs to

pursue opportunities can be noticed in the research domain of Entrepreneurship.

This brings me back to my first sentence: | am a practitioBased on this perspective in
building upon social phenomena atié interaction within a redlife context,it is argued that
Entrepreneurshigould be researched using methodologies that are focused on thimgs
reaklife occurrence- and how those are experienced and dealt imitbrder to explore new
insights (Berglund, 2006; Hummel, 1991Yherefore,l have dedicated my esearch to a
particular practical phenomenon within the context of the Entrepreneurship derhaam

Startup.

Since 2008, the methotbgy of Lean Startughas beerenjoying everincreasing popularity
amongst entrepreneurs all over the woktdtially, it startedas a bespractice of a company

in Silicon Valley, San Francisco, USAnd finally emerged into a methodolofagilitating
entrepreneurs to successfully create an innovative venture. Meanthkile are mewgtgs

taking place on a regular basismore than 94 cities worldwide. Moreover, the most recent
popular science book on the topic has alreadld over 90,000 copied.ean Startup as

met hod is “the application of (Rea2lliphé)nki ng
The underlying principles of LeaStartup are based on the leaanufacturing approach by
Toyota including customer centricity and value, as well as continuous flow and improvisation
(Ohno, 1988; Womack, Jones, & Roos, 199Mhe method itself makes use of iterative or

agile product developmé in small chunks with a focus on experimental learning. In other
words, assumptions about the business model hypotheses need to be valgidédriented
experiments(Blank & Dorf, 2012; Blank, 2006)To accomplish those experimenggile
development technigues are used which are symbolizechie s o d-akakueddarn“ b u i |

feedback | oop”.

Research on the literature fblean startup i miculgr and alsdofor a combination of

k ey wor d&gilgd @R lgan) AND entreprenetir*, (agife OR lean) AND (startup OR
"start-up”)’” )does n ot yield any resul ts via Thomas
Nevertheless, thie are theoretical concepts in theld of organization theory that show
certain similarities with the method of Lean Startup. First ofsalimeteleological process
models from the Entreprenatnip research domairior exampleEffectuation(Sarasvathy,

2001; Wiltbank, Dew, Read, & Sarasvathy, 20@6d Bricolage(Baker & Nelson, 2005;

Garud & Karnge, 2003fpllow an approachof social or environmental interactigowards

opportunity development.eleological theories are characterizedenyisioning a certaiend



state.To reach the aspired goab prescribed paths are given. Instead, multiple options are
offered through creativity and purposeful cooperafdan de Ven & Poole, 1995pecondly,
experimental learning models from the organizational literature stream seem to be reflected in
the Lean Startup methd®8ingham & Davis, 2012; Lumpkin & Lichtenstein, 2005jnally,
thoughts of new product development processes under high uncertainty and ambiguity
resemble the phenomenon under investigatitippel, 1986; Lettl, Herstatt, & Gemuenden,
2006; Slater & Mohr, 2006)

Specifically anemerging popular phenomenon from the #eatld has been identified but

hasnot yet receive adequateonsideration iracademic journals or literature nor is it tangible

from an academic pointofviei nce t he “discovery tilnghery” of
spotlight of academic researchers, teleology as process model for Entrepreneurship theory is
seen a® potentially fruitfulapproach/Alvarez & Barney, 2007; Steyaert, 200%) addition,

learning & theoretical concept is fundamental, but its implicatimnghe search ofor co-

creating behavior in opportunity exploration are poorly understood by sclidi@rasaran et

al., 2001) Therefore, the research gap that will be addressed in this paper deals with the

following two researclyuestiors.

1. What are the elements of Lean Startup?
2. How does the empirical investigation of the Lean Startup methodologgontribute

to the entrepreneurial processcompared to Effectuation and Bricolag€

The research question is broadly framed in order to allow space for the analysis toareveal
deeper understanding of the phenomenon and its description(Esedhhardt & Graebner,
2007; Lee, 1999; Van de Ven, 198%he aim of ths paper is to capture the method of Lean
Startup in academic terms. Following it is essential to evaluate if it is only old wine in new

bottles or if any extensiortmin be made to current theories.

The paper proceeds with a theoretical anticipation abean IStartup as phenomenon and the
research streams that are closely connected to it, as well as, an elaboration on how to
approach a practical phenomenon. Following, the research design with the phenomenological
interview as key element is explained in areletail. In chapter four, the results of the
gualitative interviews are presented and illustrated with tables and figures. In the discussion,
Lean Startup is compared to the models introduced in the theory part to clarify gaps and
overlaps. Finally, themost important implications, limitations and suggestions for future

research are outlined.



2. Theoretical Anticipation

2.1.Lean Startup i A Popular SciencePhenomenon
Lean Startup has been popularized by Eric R2€4.1)throughits final manifestation in the
bests e | | i n ge Ulean®tartup: Adw Constant Innovation Creates Radically Successful
Busi nesses”aftheMancapts gf custeneer development by Steve B(26R6)
Lean Startup also combines it with fast, iterative and agile development techibtards &
Dorf, 2012) In contrast to timeonsuming planning, Lean Startup focuses on constant
adjustments and trignderror learning in entrepreneurial behavior which i® dsthering
academic scholaréBrinckmann, Grichnik, & Kapsa, 2010; Loch, Solt, & Bailey, 2008)
According to Ries, “ L e afnleanSthirkingt to the progesstoh e ap
i nnov &01l,p.n6J Consequatly that translates into some guidelines. First of all, it is
essential to launch prototypes early, even if they are of low quality. It is said, that while the
final target group is not yet identified, no claims about the quality can be made. Therefore,
probing early manifestations of a product under real circumstances will reduce cost and speed
up the process. While talking to people, entrepreneurs recognize that all efforts are welcome
by people and feedback is in general positive. To not be fooleddsg thuman habits, it
makes sense to charge customers from dayoask for some kind ofaluable information
in return forthe product or servicthat entrepreneurs are working .oBesides money, direct
contactto potential clients, introduction to supgk, and allocatiorof working hours can all
be seen as scarce resosré@ compensatiorand will validate if the product or service adds
significant value to the customer. Finally, low volume revenue targets help to be realistic and
force entrepreneuts build a business making use of existing efi@iv and focusing only on
valueadding product or service featur@Ries, 2011)In the next partgeneralterminology

from the Lean Startup methodology is explained.

A startup company is understood as any human institution that pusswesa of new
products or services under conditions of high uncertainty. Due to that open definition of new
venture, the concept of Lean Startup is suitable for any firm size and industrial sector.
Furthermore, the aim of each stapg should be learning to bdisustainable businesses by
running experiments to validatedatest assumptions. The activitiesm initial idea to a final
product can be described by a feedback loop consisting ofhidepbuild, measure and
learn(Figurel). Another crucial element is the minimal viable product. It is the lowest feature

set d a product that still delivergalue to the customer but only needs a minimum of effort



and time tobe developedA further criterion is that each minimum viable puotienables a

full cycle throwgh the buildmeasurdearn loop(Maurya,2012; Ries, 2011)

Build

Learn Measure

Figure 1 - Build-Measure-Learn Feedback Loop

General speaking each business starts off with a set of assumptions. For the Lean Startup
methodology, two assumptions are very important and should imperativedgtebas soon

as possible. On the one hand, it is important that the envisioned product or service delivers
value to the customer and will also be perceived as such. On the other hand, for a sustainable
business it is important that customers wikadwer the product or servic€Ries, 2011)

Similar ideas are also seen in Ash Mauryg012) more practice oriented book. An
entrepreneur has to find a problemlution fit by answering the question if the problem under
investigation is worth solving. Subsequently, a prodnatket fit has to be achieved in order

to validatedecipher wheter people want to buy the produummarizing, value and growth
hypothesis or problersolution and produeamarket fit need to be validated and accomplished.

In order b make those assumptiongbout the business modehore visual the
BusinessModelCanvag/tAlex OsterwaldefOsterwalder & Pigneur, 201® recommended

by practitionersand helps to identify the riskiest assumptions tie¢d to befirst tested

(Blank & Dorf, 2012; Maurya, 2012)The canvas contains relevant information about the
customer and product which are interrelated by the value proposition. ciihan
considerations can also be found i{Osterwalder, Pigneur, & Tucci, 2003 a nutshellthe
BusinessModelCanvazovidesa visual, easy to understand butl didlistic overview about

the business idea. In order to tackle the underlying assumptions in descending order by risk,
the activity sequence of the buideasurdearn loop will be used.

Starting from an idesn terms of an initial sketch or prototypetbe business modehe build
phase aimgealize a minimum viable product Business model assumptions are tackled in
experiments with clear learning objectives. The resulting product serves to establish

something tangible on the actual progress and canvaikous forms. Ithe early stages of a



venture it might be useful to make use of mockups of websites or physical products to
val i dat e ¢ o nksirmeors or ‘explanatbryevideos prave practical feasibillty
demonstrate the functionality temonstrate the functionalitiyloving along in the process of
product developmenfirst prototypes reduced to the very essence of features that contribute
to customer value are perfect mearnth whichto test market viability and conduct first user
tess. During the measuringhase, data and information are collected by talking to potential
clients or demonstrating the prototypeis important that learning naktones are clear and
actionablydescribed. Instead of lookirag cumulative or gross figure# is advised to take a
closer lookat numbers and performance in single targets groups and intervals. 8$tequat

hand in this phase i§oneis able tomake progress towards the final vision. In other words,
entrepreneurs need to find out if thexne able to validate or invalidate the assumptions stated
in the business modekinally, this new knowledge has to be incorporated bauk the
business ideaAnalysis of the data determines whetkieg present strategy can be preserved
with, or whethera di f f er ent direction is reqllhered,;
consequence of a pivot could mean consndedifferent customer groups, focusing on one
single function, changing the pricing model or even tsigftowards other technologies
(Blank, 2006; Osterwalder & Pigneur, 2010; Ries, 2011)

Making use of the buileneasurdearn loop, lhe Lean Staup concept is especially isable

for situatiors when neither the problem nor the solution is clegirThe nterplay of customer

and agile development methods helps to better understand the users while simultaneously
working on prototypes of the solution its€lMaurya, 2012; Ries, 2011)'he customer
development process consists of four conseeutphases, namely customer discovery,
customer validation, customer creatiand company buildingso far, Lean Startup is mainly

used in the first and second phase with the aim of scientifically providing evidence for a
sustainable business opportunitplibwing the cycli@al activity stream of the builtheasure

learn loop, guides entrepreneurs through the stages of understanding the problem and
customerpf validating a prototype and finally verifying or falsifying the solution. In the latter
case, entragneurs need to step back to customer discovery which reflects a pivot until the
developed solution can be validated by customersepeatable and scalalfglank & Dorf,

2012; Blank, 2006)Consequently, the journey of starting a venture will lead to the customer
creation phase, where efficient execution and buildingused demand become high priority

to eventually company building.



In summary the combination of the customer development process with the iterative cyclic
activity sequence of buittheasurdearn, helps entrepreneurs to be focused in developing the
right things that create the most customer value and are simultaneously are teskysiof a

viable business model.

2.2.Engaged Scholarshig From Practice to Academia

After Lean Startuphas beenextensively descrigd asthe subject of investigation from
entrepreneurial practitioners, we now need a method to realize it in academicHeems.
though, academic and organizational practitioners engage with and utilize their surrounding
environment there is still a gap between theory and practice. Ressayeherat&knowledge

which is either not relevant for practice or cannot be adoptedusecit is to general.
Practitioners in contrast, are not able to wait for longitudinal research results and need
concrete options tailored to their specific problefBartunek, Rynes, & Daft, 2001;
Jarzabkowski, Mohrman, & Scherer, 2010; Van de Ven & Johnson, 2006; Whitley, 1984)

The described dilemma is called ,knowledge
research method has been proven to approach that gap and helps to build thémbothat

relevant and rigarusin theoretical and practical ternfiglcKelvey, 2006; Van de Ven, 20Q7)
Engagement in the sense of the methodology means that scholars step outside their own
paradigms and allowhemselves to banformed by interpretations fronothers.Hence,the
researchexrtask switchest o enabl e alternative paths’ e me |
proposing a solution(Jarzabkowski et al., 2010Jhe problem or phenomenon under
investigation is seen as instance of a more genera(\¢asede Ven & Johnson, 2008 this

paper the particular investigation of the Lean Startup method will demonstrate the impact of

experiences and begtactces onthetheoretical entrepreneurial processes.

Engaged scholarship unfolds into a four step process consisting of problem formulation,
theory building, research design and problem sol{ikgnworthyU” r e n 2005; Van
2007)These phases and thealidation criteria will be described in the followisgction

Firsty, the problem formulation phaskas already been realizedn the introduction by
capturingan observedr experienced phenomenon atmging to describe it fom various
angles. The validation criterion is to show relevance for the problem to be further investigated
from an academic point of view. The second step is to build and elabarattheorywhich

is grounded in existing research that deals with the research subjechost important



aspecis that argumentations are validated using previous research. The next chapter will deal
with the research design, which is intended to fully understand awidlighé on the Lean
Startup method. Simultaneously, the process model shoults bkear and transparerts
possible to induce trust in the results by the readers and researcipgaidicFinally, in the
problemsolving step, the findings are interpretaad referenced back to the initial problem

statement to demonstrate its impact in terms of theoretical and practical implications.

2.3. Theory Developmenti For a Sound Contribution to Research
Before facing the theory development step, it is crucial to stale what constitutes good
theory. There isno standard anéxplicit definition of what constitutes either theory or
theorizing (Lynham, 2002) However, scholars agree that a theory is an aatiom of
relationships between observable concepts within given constrains and boundaries on a
certain level of generalizabilitfBacharach, 1989; Klein & Zedeck, 2004; Whetten, 1989)
Theorizingis understood as the process of developing a th€mysquently pure data, lists
or references that point to trées are themselves no theqB8utton & Staw, 1995; Weick,
1995)

When developing a theagryhe following four elements should be conseterA theory
always contains factorsuch asvariables, constructs or concepts. Focusingtte most
important factorsand leaving out subordinate ones that only make the theory ayqpas,
should be always the preferred choiddaking use of visuals, those factors need be
incorporatednto a logical relationship. Together, the elements daisgyithe subjects (what)

and their connection (how) create the basis for every theory. In addition, the underlying
assumptions and dynamics of those correlations should be made exmitiliethe reader

to understand why it is important. Finally, thevironmental context (who, where, when) also

plays acentral role to set boundaries for a the(ghetten, 1989)

Decent theoretical contribution explains and predicts incidents or e¥sgscially in the
field of Entrepreneurshjghe quest is to identify underlyingipciples that allow conclusions
to be drawnon future entrepreneurial activitfAmit et al., 2007) Its focus is on why
something happens and not oolywhat or if it takes placeDutstanding the@@s manage to
explain what is not obvious through observatioatareplausible and interestingriet, 2001;

Weick, 1989, 1995)To evaluate the quality of theories one could use tisdi&bility and



utility conditions (Bacharach, 1989r criteria like internal consistency and logic, clarity of

arguments, readability, novelty and theoretical contribufidaanen & Sorensen, 2007)

Eventually, theory development is a cognitive and creative process and should not only
produce bvious validated knowledge, but identify new relationships theowords, the aim

of researctought to expand through focusing on processes that have not yet been subject of
any previous theory and ground predictions with existing th@ojquitt & ZapataPhelan,

2007)

2.4. Entrepreneurial Proces®si Examples ofOpportunity C reation Approaches
The entrepreneurial procedsscribedn particular by Bygraves defined as a | | functio
activities, and actions associated with perceiving opportunities andcretion of
organi zat i on s (Bygrave, 1208, $.u267Simitarty nehtrepreneurial action is
considered to be any activity entrepreneurs pursue to form and exploit opporiiiersz
& Barney, 2007; Bygrave, 2006Dthers came up with a phase model of the entrepreneurial
process that takes into consideration the interplay between the entrepreneur and the
environment but still strugglds explain what actually happeimsearly phases of the process
(Moroz & Hindle, 2011; Steyaert, 2007; Van der Veen & Wakkee, 2004pther words,
there aregeneral theoreticarameworks Still, those models lack the ability to explam
employable stepsvhere opportunities come from, why, when and how they are going to be
exploitedand developedSarasvathy & Venkataraman, 2011; Shane & Venkataraman, 2000;
Ucbasaran et al., 20Q1Researchconfirms that the existing landscape of entrepreneurial
processsis very fragmented butix important mechanismare identified amongst various
models Specifically, the relationship between the entrepreneur and the expected opportunity
is imperative, as well as the timing, context and knowleddgewise, entrepreneurship is not
about optination but insteadboutdelivering new value for shareholders which can only be
achieved byutting things to action and start doing sometl{Mgroz & Hindle, 2011)

Whilst on the topic of processt is important to understand different process theories of
organizational developmerfollowing aclassificationby the orgaizational theorist Van de

Ven (2007) one can differentiate four types of change theory. First of all, there is the life
cycle interpretation where events progress in linear way. Secondly, the evolutionary approach
contains a series of competing events, with one being selected.yTHalectic change

processes consist of contradicting states that end in synthesis. Finally, teleological theories
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mean that change is enacted by egriting and cooperatidivan de Ven & Poole, 1995; Van

de Ven, 2007)For this paperthe focus will be on teleological theories becaitseourse is
rather novel, discontinuous and unpredictable. iddnteological processare quite similar

to those of Lean Startugn teleology development is interpreted dke cycle of goal
formulation, implementation and modification. A new cycle starts with a refinement of the
goal formulations based on earllearning. To put it differently, teleology can lead to novel
findings by socially constructing and changing goals according to environmental
circumstancegWeick, 1979) In addition, teleology also can be the trigger for other process
theories to build upgnand make use of ifVan de Ven & Poole, 1995)Therefore,
teleological theories could be a good starting poirisocapture the entrepreneurial proges

On top of thatentrepreneurs and decisionmakers in innovative undertakings face a high level
of uncertainty and more often than not they end up exploiting different servicpsoducts
thaninitially intended, which is in line with teleological reasng (Brettel, Mauer, Engelen,

& Kupper, 2011; Van der Veen & Wakkee, 2008)nce two approaches to entrepreneurial
processes appear to be similar the Lean Startup methodology and also show characteristics of

the teleological theory, they will be described shortly.

Thei rst concept is called Bricolage which tr a
“do it Wiz ideastentsfirdm tHerench anthropologist Léstrausg1967)andhas

now alsofound its application in the field of Entrepreneurshiipe essence of Bricolage is

the creatiorof new options through a-4@mbination of existing resources for new purposes.

In environments with new challenges but without any new resources, Bricolage sparks
creativity and improvisation to find new wags existencgBaker & Nelson, 2005)Through
collaborating, pople collectively engage inco-devebpment of opportunitieand therefore

distinct social and etwork skills are necessary. Asicore it is about an active engagement

with problems and incremental steps. Tmegansthat artifacts created within the process of
Bricolage do not have to beerfect. On thecontrary there will always be space for
improvement because the finaloduct or solutions not known until ithas beercreated. In

other words, Bricolage builds on trial and error and makes use ofeachiterat s r esul t s
emphasizig interactions between designers, workers, producers, users and r{@skats &

Karnge, 2003)

The second process model has been introduced by Sara@@@iy Effectuation, in contrast
to Causationreverses therpvailing logic of setting a goal and gathering what is needed to

achieve it. Specifically, Effectuations allows constructing one or sevenabn@ble effects
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irrespectiveof the initial goal. Consequently, it is suited in the process of firm creation in
markets that do noget exist, because it helps to reach a decision in abseneaygire
existing goal{Read, Dew, Sarasvathy, Song, & Wittbank, 200%e pocess always starts
wi t h accessi ngconcemmdpenplecimtime netveok angl skills available. In an
interaction new means or new goals can emédgav & Sarasvathy, 2007; Wiltbank et al.,
2006) Fou main principles underpithe effectual theory. Fidst, instead of maximizing
returns, the focus lies on the affordable loss through experimentation. Secoradggist
alliances and commitments serve to reduce uncertainty. The ghimdiple is based on
exploiing unexpectedly arising contingencias opposed texisting knowledgeFourtHy,
since decisionaretaking place in an uncertain environment, entrepues should focus on
controling certain aspects of the future insteadeaploring with imaginative figures and
assumptiongSarasvathy, 200 2004)

2.5. Organizational Learning i Adapting to Environmental Changes
Learning is a key concept in the Lean Startup methodology and therefore also needs to be
reviewed fromthe perspective of organization theobhgarning in general can be considered
asthe development oknowledge.For this work, the definition of learnin asystematic
change in cognitioand/or ehaviof (Bingham & Halebilian, 2012, p. 158 followed. This
means, that learning takes place as reflection aftexctivityand will impact future dasions
(Deakins & Freel, 1998; Hurley & Hult, 1998)earning itself can take place in a variety of
ways Besides wetknown concepts, likdearning by doing, throughife experience or
through problem solving, learning from negative outcomes has been proven to have a
disproportionally positive effec(Bingham & Halelian, 2012; Cope, 2005a; Deakins &
Freel, 1998; Gibb, 1997 onnections between entrepreneurship and organizational learning

are portrayed in the following lines.

Organizational learning is a constant process to develepbdities and knowledge to aola

to environmental changes in order to strengthen competitive advaifBxgesy & Dugiud,
1991; GarciaMorales, LlorendMontes, & VerdaJover, 2006; Gibb, 1997; Zollo & Winter,
2002) In addition, entrepreneuriabriented cultures promote organizational learning due to
greaterflexibility and higher absorptive capacitgading to highemnovativenesgHurley &
Hult, 1998) Neverthelessthere has beennsufficient research on organizational and
entrepreneurial learning. Especially tine small companycontext the distinction between

companyand entrepreneur or founder nsissing meaning thabrganizational learning is
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always associated with the learning of the C@BIhgham & Halebilian, 2012)On top of

that sufficient frameworkdor how entrepreneurkearn are not available yet. Thoseuld

help in understanding who may become an entrepreneur or what gdeantiang needs they

may have. Some researchers argue that Entrepreneurship itself could be seen as a process of
learning since learning is one essential tofibis leads tothe conclusion that effective
entrepreneurs possess exceptional learning qiltgpe, 2005a; Harrison & Leitch, 2005;

Minniti & Bygrave, 2001; Politis, 2005)

Focusingon the first phase of the entrepreneurial procesholars have shovthat there is a

strong link between organizational learningdahe opportunity recognition capability of a

firm. Moreover, three different approaches towards learning have been identified. Behavioral
learning is a form of adoptive trial and error learning. External events trigger an action that is
based on experieas andaddto the cumulative growing body of knowledge famtinuous

future leverageCognitivelearningis a process that changes the cognitive content and ability

of people to absorb knowledge or apply new behavior. This form is not outzmtréc and

not obviousy visible. Finally, action learning is consideredtake place in redglme and can
significantly enhance innovativeness and team performédmycenaking use of learning
communities(Lumpkin & Lichtenstein, 2005)That interpretation is in line with a recent
study on learning sequenceBingham & Davis (2012) differentiate between direct and
indirect types of learning. While direct learnjntike trial and error, experimental or
improvisational learnings considered to be timeonsuming, indirect learning, like imitation,
observation or adoption strategies, are easier and more efficient to follow. Based on those
findings, two different learning sequendes/e been empirically examined. On the one hand,

a seeding sequence takes place when firms begin using indirect learning and change towards
direct learning afterwards. It has been found that the seeding approach is good for long term
strategiesin other words it makes sense for mature companies or new market entries. That is
due to the reason that putting indirect learning first, demands prior experience, and if that is
missing indirect learning approaches could lead to incorrect knowledge. On the astder h

the authors identified a soloing sequence, which starts with direct learning and changes to
indirect learning afterwards. That approach is very efficient in the shontsince through

e.g. trial and error tactics, a good sense for a current maxkatian can be established. Since
direct learning is tim&onsuming anduses scarce resources it would be very costly and
inefficient for long term evaluation. Consequently, soloing sequences are especiallyanseful
startup companies to evaluate theaifforts to pursue a market opportunBingham &

Davis, 2012; Deakins & Freel, 1998)
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2.6.New Product Development Adding the Customer Perspective
A high degree of uncertainty and ambiguigre not only playing a major role in
Entrepreneurship research, ley are also central themes in new product development and
innovation management literatufleoch et al., 2008; Pich, Loch, & Meyer, 200Z)aditional
models, like staggate systemg Cooper , 20 0 8 ;ton@haGeoriskrandrincreated 9 4 )
efficiency are more frequently challenged &gademics and practitioners alike becatinge
firm is predominantlyresponsibldor new prodict developmeninitiatives (Fuchs & Schreier,
2011; Veryzer, 1998)n turn, customer involvement or early customer integration into new
product or service development projects is considered ta daecessful strategy to create
new business opportunitigBrockhoff, 2003; Carbonell, Rodrigu&scudero, & Pujari,
2009; Yu & Hang, 2010)n other words, companies ahifting fromaresponsive customer
led towardsa pro-active markebriented culturegranting marketing strategies an important
role in business strategglater & Olson, 2001)Distinguishing that idea from pure market
research, the aim is to discover latent, yet unmet customer needs and innovaiiwessfaut

future businesgEisenberg, 2011)

Onecondition for successful customer integration is, that companies manage to find the right
prospectwho is willing to deliver valuable input. As a result, the lagr concept enjoys
great ppularity. Leadu s er s can b euserd svisoser sirdng rkeds will bécome
general in a markeplace months or years the futuré (Hippel, 1986, p. 791)They are
motivated to take action, seek and try ouwrs®lutions in order to solve their own problems.
Leveraging their supportive attitude, firms can involve those users into development
processes or test out prototypétppel, 1986; Lettl et al., 2006)n this way anticipating

future customerdesiresequatesto learn quickly about differenheeds and react in an
entrepreneurial fdwson to deliver superior value. Along with the leaskr concept goes
continuous experimentation atitke testing of preliminary product desig(idarver, Slater, &
MacLachlan, 2004; Slater & Narver, 1998; Veryzer, 1998pduser strategies take place in

an iterative and cyclic manner until customer satisfaction can be valifategrer, 1998)
Further tools borrowed from the marketing that are used in exploratory product development

include interviews, observation and customer vigtisenberg, 2011; Slater & Mohr, 2006)

In a nutshell, leadisers are able to contrileuvia suggestions, testing and feedhackeven
participate in the development and-aeation of new products or servicdsventually,

empirical evidence was provided that early customer integration has a positive effect on new
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product success and also ibs quality, development costs and spgedrbonellet al., 2009;
Lettl, Hienerth, & Gemuenden, 2008; Narver et al., 2004; Yu & Hang, 2010)

2.7.Phenomenologyi A Research esign toCapture the Pure Essence
Phenomenology can be traced back to the thoughts oGémman philosopherEdmund
Husserl (18591938)and Martin Heidegge(18891976) Literally, phenomenology means the
science of a pure manifestation of a phenome@nyginally it involves the study of the
consciousness, meaning a phenomenon itself and how it is experienced by humans in real life
(Cope, 2005b; Ehrich, 2005; Groenewald, 200Bhe underlying argument is that any
appearance caot be torn apart from its natural world contrastiwith most positivistic
research paradigms that try to isolate any research object. Phenomenolagindsicive
research methotthat emphasizes the thing itsealf in other wordsthe selfpresentation othe
reality and thus needs to be evaluated in a particular context andBenglund, 2006;
Giorgi, 1994) Following, the focus of phenomenological research is to provide a rich-and in
depth description oéxperiences as a central feature in a protagsnigbdrld view(Sanders,
1982)

A scientific phenomenological researcher will start to gathedepth understanding and
descriptive meanings from participants and their natural perspeélewing this the
researche will read and analyze the data and withhold to the greatestteligrown

subjective knowledgewhich is called bracketng The researcher’s aim
understand the phenomenon from the perspective of others and be able toeextramg
conceptdo synthesishesefindings. The last stefs to use free imaginative variations of those
concepts to find the most invariant esse(@rgi, 1994, 1997; MerleaRonty, 1962) By

changing the point of view, phenomenology has the potential to discover something what i

obviously there but not se¢Bhrich, 2005; Sanders, 1982)

Phenomenology can be used if the threat of missing out on opportunities exists, when
characteristics of a certain phenomenon are overseen and not tackled in greéZ alatail

2007) As a qualitative method it allows to enrich existingdhes or even exploit new
research opportunitig&soulding, 2005; Pratt, 2009 oreover, two studies have been found
that apply a phenomenological research design to the domain of entreprengestiypnd

& Hellstrom, 2002; ©pe, 2005h) Both papers have been looking for a methodological
vehicle that can be used in the entrepreneurial research dotnigimis able to investigate a



15

very practical subject area different way to use phenomenology in entrepreneurship
research 9 demonstrated by Cope (2005). He uses it to enhance the findings of a large
guantitative study by applying the technique of phenomenological interviews about
entrepreneurial learning.

All'in all, the two papers mentioned abguevideevidence that appiyg phenomenological

research methods in the field of entrepreneurship is justifsédce one of the main
application areas is to describe occurrences by making use of a variety of techniques, the
approach suggested by Cope (2005) is convincing and dligite former research in the

field of entrepreneurshifMorgan & Smircich, 1980; Patton & Appelbaum, 2003; Rynes &
Gephart, 2004)Furthemore it should be the goal of entrepreneurial researcloesgize the
meaning of entr epr en elucrlusiopthkemauctiveappoaclswith n r e a
emphasison the pure essence of a phenomenon is able to augment findings from research
domains dominated by quantitative studies and should nospecial cas€Berglund, 2006;

Cope, 2005b; Gartner & Birley, 20D

In summary using phenomenological interviewanreveal rich descriptions and knowledge

about the experienced reality of the participants regarding the condegarotartup.



16

3. Methodology

3.1. Methodological Motivation
Doing researclpurely forresearh” s s ake was n oForthatoeasorellhdave n g
been looking for a topic that is of interest to me but could also be valuable to the scientific
world. In the specific case of Lean Startup little to no research articles could be found. The
lack of literature should not be the reason alone for conducting my res@aatt, 2009)
From my initial understanding of the phenomenon of Lean Startup it appears to me that it
could provideinteresting insigts for the entrepreneurship or managemeniaresedomain. It
may be the case that Lean Startup is one example of how best practices of different domains
are combined and applied specifically to start and run software companies. To fill the gap of
ambiguity about the true essence what Lean Startup is all abowid itselfbe important to
the entrepreneurial process or even to establish a new way of management behavior in quickly
changing environments and disruptive markésrasvathy & Venkataraman, 201
master those challenges of understanding what Lean Staghpusand how it is used in real
life, a discovery oriented, explorative research apprdzh been chose(Giorgi, 1994;
Patton & Appelbaum, 2003As outlined earlier, to grasp the pure essence aicaurrence,
the tool of the phenomenological interview seems to peogpiate and has already been used
in the domain of entrepreneurship and marketBerglund & Hellstrém, 2002; Cope, 2005b;
Thompson, Locander, & Pollio, 1989)

Tablel summarizes the proposed steps from the different streams of literature. It is noticeable
that the twogeneral approaches one by Yin (1994) about case studies and one by Sanders
(1982) about phenomenology are quite similar in their structure. Both designs allot a phase of
general preparation which contains the definition of the research goal, constchsaaies

used. This phase is followed by the actual execution of the study by conducting interviews or
collecting relevant data. Next, both suggest the analysis phase, where Sanders (1982) calls it
appropriately *“ phenomen o bnsigs otsaderal atepa. lOglysYins ”
(1994) rounds up the procedure withexplicit concluding phase whereas is already included

in the third phase of the phenomenological process.high degree of overlap of both of the
proposed research designs confirtihat it is conducive toembed phenomenological

interviews in a case study design.

f

(

w h
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Current research

Proposed research designs from various authors

design (Yin, 1994) (Eisenhardt, 1989) (Sanders, 1982) (Kvale, 1996)

Evaluation of researc ) o
) Getting started Thematizing

topic
Case study Selecting the case] Determination of
. protocol - limits o
Design of the study Crafting Designing
instruments and
protocols

Execution of ) ) ] ]

Conduct the study] Enteringthe field Collection Conducting

interviews

Preparation of data

Analyzing within

Transcribing

the case
Phenomenological Searching for )
) ) Analyzing
analysis Analysis crosscase patterny Phenomenological
Shaping hypothesi analysis
Comparison with Enfolding o
) . Verifying
literature literature
Writing of the report Conclusion Reaching closure Reporting

Table 1 - Comparison of Research signs

Taking a deeper looknto the processesutlined by Eisenhardt (1989) and ldle (1996)

shows that all three of the general phases from above can be found there as well. Up to the
point of actually conducting the studyoth processes are aligned. Since the steps outline by
Kvale (1996) are focused on interviews, he explicitly mentions the tiptisoras a separate
phase. In contrast, Eisenhardt @2 stresses more the cydigphase of analysis of the data

until saturation occurs or the process reaches closure agfshe toit in the article.Both

series of stepslsoinvolve the verificatio, identification of patterns across cases or even

contrasting the findings with existing literature.

Furthermore, another key factor to determine the research design is the unit of §8bbwsis

1999) Lean Startup as phenomenon has been observed and is applied by small startup
companies which are driven by the spirit or the vision of the founder. In other words, the
direction and the modus operandi are decidedhenlé¢vel of the individual entrepreneur.

Hence, the recording of experiences and meanings shoultealsased on the single person
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and can be accomplished usingdiepth interviews to enhance the richness of (lataves &
Prowse, 2001)

All in all, guided by the phenomenon itself in choosing the research design but also
supporting it with logical and scientific based arguments will finally lead the design that is
most appropriate for thgiven study(Hummel, 1991; Hycner, 1985; Morgan & Smircich,

1980) Followingon from this the case study approach outlined by Eeerdt (1989) and Yin

(1994) will be the primary research strategy combined with the phenomenological interviews
on the I evel of the individual entrepreneur
tactic(Kvale, 1983, 1996; Lowes & Prowse, 2001)

3.2.Research Degn
The final research design particular aiming to answer the research question in thgapaen

discloseghe following steps.

1. Evaluation of research topic
The first step was to find a topic that
assignnent. Therefore, the matter of investigation had to be discussed with the
supervisors and clear determining factors to be established.

2. Design of the study
Secondly, the outline of the study had to be made clear. The tasks included in this
phase entail the einition of the sample size and how the data was going to be
collected. In addition, the rough interview guideline was constructed. Even though
there is an ongoing discussion within phenomenologists whether to review literature
before or after the interews, Ihavedecided to familiaze myselfwith the unddying
concept of Lean StartupeforehandMorse & Field, 1996; Oiler, 1982Y0 invalidate
the argument that acquiring prior knowledge is contradicting the concept of
phenomenological reduction, the rassh question does only concérgan Startup and
to better engge in a conversation or even aaeation with the interviewees some
domain knowledge is recommendgadwes & Prowse, 2001; Thompson et al., 1989)

3. Execution of interviews
The third phase was conditioned by intgasmail and telephone conversations with
potential interviewees to schedule the intervielwsvas important to find interview

slots which were suitable for the interviewee in terms of having the time to engage in a

l
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conversation of about 40 mi nut es l engtt
interviewee felt comfortable and did not get distedc during our telephone
conversation has been asked Baunders, Lewis, & Thornhill, 2003)n total, eight

in-depth semstandardized interviews have been conducted for the purpose of the

Master’s assignment. For being abl et to in
being distracted in writing notes, all interviews have beeordedwith the permission

of the participants.

. Preparation of data

In order to use the amount of information generated throughout the interviews properly
for further analysis, all interviewbad to be transcribedrhe interviews have been
conducted in English to avoid problems with translation and transcritakin,
Casterlé, & Schotsmans, 2007; Polkinghorne, 2005; Temple & Young, .2004)
Furthermore, the interview transcripts were imported IABLAS.ti, which is a
software application to facilitate qualitative data analgSigese, 2012)

. Phenomenological analysis

The main objective in the analysis phase is to extract the mpea@ning of the
phenomenon under investigation. For that reason, the methodology for this phase
followed recommended steps by phenomenologisicner, 1985; Kvale, 1983nd

best practicesni business researdfCope, 2005b; Ehrich, 2005; GouldingD(5),

which includes bracketing, clustering and identificatddizoncepts

. Comparison with literature

After an understanding of the philosophy of Lean Startup has been established and
general conceptsmerged from the interviews, it is important to vatel the findings

with existing literature in order to answer the given research queBtiothat purpose

not only entrepreneurship literature but alemanizational learning, new product
development, management research and organization thetoegams ul be
considered.

. Writing of the report

The final step is to write up the research in a compelling and scientific but interesting
way. This will also include drawing tables and diagrams, as well as,-prading. The

final report will use the APA styleof its citations.
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3.3.Data Collection

3.3.1. Selection
On the basis of case studiasd grounded theory approaches, which are predominantly
exploratory or focused on a specific case or social phenomenon, purposive or judgmental
sampling will be used in this remeh project instead of probability and statidticaelevant
sampling method§Babbie, 2007; Saunders et al., 2003an Startup isiot somethinghat
can beseen in the entire population nor is it statistically distributed amongst specific groups
of people. It is applied by a small group of entreprenandsoriginated from Silicon Valley
in the United States of America. Lean Startup followers or evangeéstsiow bedound in
over 90 countries around the world. For the purpose of this study and to answer the research
guestion, the main protagonists hadb® identifiedwho already have rich experience and
detailed information in relation to the phenomenon under investigdmpe, 2005b;
Groenewald, 2004; Krugef,988; Shaw, 1999)Following the case study methodology, the
aim is not to achieve a representation of some population but to advancelthiéding and
better understanding of a phenomenon based on the knowledge and experiences of the
participantgBerglund, 2006; Eisenhardt & Graebner, 2007)

In selecting the right participants for the purpose of that stadgne criteria had to be
established in order to qualify as intewee(Shaw, 1999)First of all, participants should be
knowledgeable in the domain of Lean Startup. Profound knowledge could on the one hand be
demonstrated by plibhed written work, teaching or mentoring engagements. Secondly,
experiences in applying Lean Startup methodology or being involved in a startup were
anticipatedto enrichthe conversations witlpersonalpractical examplesFinally, personal
interest in lean Startup itselvasalsoimportantin helping to conduct this research project.
Interviewees validated that last criterion by investing valuable tinedgphone conversations

and discussions.

It is difficult to determine a fixed sample size in advaotthe studyDyer & Wilkins, 1991;
Shaw, 1999)In particulay there are different opinions abotlite number of participants
Similar studies involved between six atwdelve practiang entrepreneurgBerglund, 2006;
Cope 2005b) Books about qualitative research recommend up to ten cases using long

interviews until saturation is reachéBoyd, 2001; Creswell, 1998PDuring the process of
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conductingthe interviews, theoretical saturation of the themes that were discussed was
noticed andet to the onclusion thathno more interviewavere needed(Glaser & Strauss,
1973; Shaw, 1999)

3.3.2. Sample
As mentioned earliethe final sample consists of eight people. All are male and between 25
and 40 yearsld. Two of them are located in the United States of America and six in different
countries in Europe (Austria, England, Netherlardstway and Switzerland). Participants
from different countries were chosen so that different experiences could be eonaadt
validated againstachanotherto increase objectivityBlumberg, Cooper, & Schinder, 2008)
Furthermore, participants from two different clusters have been drawn within the selected
group. On the one hand, three interviewees qualified becausgubished groundbreaking
books in the domain of Lean Startup which coined the mindset and understanding of most
practitioners. On the other hand, five interviewbekng to the side of the practitioners. All
of them hép other peopleapply Lean Startuprinciplesand are influential leaders within
their respectivecommunities. Most of the participants founded one or more technology
companies during the course of their entrepreneurial journey. All in all, the sample consists of
two types of participants it different points of view towaslthe phenomenon and
geographical origins in order to increase the validity and reliability of the emerging fBsults
making use of multiple perspectivéBluhm, Haman, Lee, & Mitchell, 2011; Eisenhardt &
Graebner, 2007; Groenewald, 2004; Kvale, 1996; Yin, 1994)

3.3.3. Phenomenological Interview

Using qualitative methods, researchare able to reveal rich descriptions of the qualitative
subjective human world. Withirhé case study research design, interviews will provide the
researcher with an appropriate teath which to gather welfounded knowledge about the
parti ci pant(kvdle, 19960 ¥Xin, m994) ¥he phenomenological interview is
especiallysuitableto engage in a social @oeation and interaction betweertdrviewer and
interviewee which goesbeyond ordinary questieandanswermechanics to uncover new
insights about the phenomen@dmith & Osborn, 2007)Unstructuredinterviews or only
asking one opening questioare advised for phenomenological research to let the

conversation follow a loose structure and give the interviewees room to lead the conversation
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into new areagBerglund, 2006; Cope, 2005b; Lowes & Prowse, 20M0Ngvertheless, a
generalinterview guidelinewith six questions habeen developed beforehata ensure a
certain structure thagéncompassed different types of gtiens e.g. introducing questions,
direct quesons and specifying questior{&vale, 1996) For me that was quite helpful in
times when the conversation was stagnant to regain traction and spark new topics or dive

deeper into specific areas.

Another important issuis to differentiate between the interview questions and the underlying
research questions of the given MasteissignmentThis is essential in order to speak the
S | anguage and kvald, 1988 1986) e n an

Simultaneously, question were formulated in a gentle and neutral way to avoid leading the

i ntervi ewee

participant into a specific directiofsmith & Osborn, 2007)During the interview the focus
was about the phenomenon but always from a point of view of the participant alothanép

example demonstrates.
AFrom your personal experience, how

The interviews itself were conducted in \&ery loose semistructured but indepth
phenomenological approath capture subjective impressions and persartalpretations of
the intervieweegKing, 2004; Saunders et al., 2003; Tmson et al., 1989)deally, the
whole interview conversation could be established around one critical incident situation of the

par t i cealvalddxgetience.

AAfter you made clear your understanding of Lean Startup, do you remember any specific
s tuation when you used Lean Startup pr

Hereby, the commandments Bgrg (2004)have been considered specifically when it comes

to respect, hearingwarenessand follow up by monosyllabic answer®n top of that,
information about the stugyts goals and estimated interview duration were given to the
participants of the research beforehaatso to reduce interviewee bigéSaunders et al.,
2003) Each interviewee agreed that the interview was audio recorded for the purpose of the

study.
ADo you mind e lpeciicsituatioronthgwyau appliechLaan Startup
practicesspecifically? o
Il n retrospect, It c an 101896)sriteriadfor anhndetviena theyor d i n

have been high quality. It was demonstratedibdgt of spontaneous and relevant answers by
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the interviewees as well as the ratio of the length of the questidghsanswers suggest that
people wanted to talk and speak about that tapecoften used wetthosen examples of their

experiences.

Further information on the interview structure anteimiew prospects can be found in the

Appendix— Interview Guideline

3.4. Data Analysis
There are various approaches to finally analyze or even better to explicate the information
gathered through those phenomenological intervig@®laizzi, 1978; Giorgi, 1997;
Groenewald, 20Q4Hycner, 1985)From a very general view those practices overlap in some
aspectsThose are namely a descriptive understanding, identificatiomeshrching concepts
and the synthesis into a comprehensive pictuteisTthe elements most suited for my
explication of data are describ@&a more detailin the following paragraph with reference to
the theoretical foundation.

To serve as information bases for further inductive analysis, the interviews have to be fully
transcribed as a first stgjCope, 2005b; Hgner, 1985) Each interview was transcribed
individually and revised to eliminate expressions made during speech pauses to increase
readability. In summary, almost six hours of interviews yedd116 pages ofwritten
transcripts.

After extracting the rowdata, the process of analysis started. Therefore, it was important to
free the researcher’ s mi nd of any under st a
phenomenon to approach the interviews withaoy bias. From g@p s y ¢ h o lpang of st ' s
view the methodapplied in that steps refers to the phenomenolodicatketing and later
reduction of the phenomenon to its pure essé@giergi, 1983; Hycner, 1985Bracketing

was applied by not taking general expressions about Lean Startup as granted or even
references to published books were ask tsumamarized briefly. The aim was to establish a
situation in which the interviewee should justify and explain actions in terms of the
phenomenon. The ability of the researcher to enter in the discussion was built upon the
information being divulged by thenterviewee. Hence, the researcher only acquired the
capabilities and knowledge about the phenomenon during tHoeeating conversation for

each interview separately.
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After that mental preparatioreach interview has been dealt with individuadlgd open
mindedly. The transcripts have been read to identify statements or quotations that describe the
phenomenor(Ehrich, 2005; Groenewald, 2004; Thompson et al., 198Bpse statements

were used to delineatmdesabout the essential ideas around Lean Stggbaizzi, 1978;

Giorgi, 1997; Goulding, 2005)Predominately, the focus was on activities, practices,
environmental factors, elements or artifacts and principlasnes, dates and companies have

not been considered for further analysis.

In that first iteration of going through the interviewendesdid not necessarilipavea direct

relation to the research questigdycner, 1985) The advantage is that a wide range of
potential starting points for the synthesis emergdéa step described here follows the same
logic and are also often referred to the idea of open coding from grounded theory approach to
redwce a huge amount of written data to a manageable number of few codes and factors that
explain a phenomenofBluhm et al., 2011; Lee, 1999; Strauss & Co008; Suddaby,

2006) Since coding in different forms is a key aspect of various qualitative analysis
techniques like grounded theory or content analysis, it is valid to make references to those
literature streams to back up the strategy followed grgsearcliGibbs, 2007; Kvale, 1996)

Crosscase comparisgrasknownfrom case study researalas applied in the following step
(Eisenhardt & Graebner, 2007Aiming to identify not only the essence of one particular
experiences but the phenomenon as a whedtegories of codewere identified over all
participants(Ehrich, 2005; Goulding, 2005; Hycner, 198%) doingthis, no position by the
researcher was taken and all experiences and stories by the interviewees were treated in the
same way without weightin@sroenewald, 2004)

So far, in qualitative data analysis there is no best way in how to analyze data. Here, a
narrative strategyor sensemaking was followed(Langley, 1999; Yin, 1994)Thus, the
process of identifyingcategorieswas rather cyclial instead of sequential. For fatation
reasons the scientific software applicatioATLAS.ti has been usedFriese, 2011) The
iterative process described above could be easily integratedhim common approach of
computer aided qualitativeata analysis of notice, collect and thiidelle, 1998; Konopasek,

2008; Lewins & Silver, 2007; Seidel, 1998&s the research embraced by reading the first
transcripts, the firstoncepts as summation of categohase been noticed and aleew data

from following interviews has been collectetihe identification of overarching emerging
concepts is termed as thinking to link differerdtegoriesfrom single interviews to each

other. To put it in different words, constant comparison has bsed constantly to identify
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general interlinked clusters obnceptqGlaser & Strauss, 1973; Suddaby, 200€png the
way, theoretial saturatiorwithin the emergingategoriesvas one of the reasons to not extent
the study beyond those eight interviews.summary the outcomealid enfolditeratively by

putting together consecutive pieces of the research.

To ensure high qualityanalyss, the proposed criteria by Thompson et(3889) havealso
been applied. Therefore, the initial round of coding and labeling of codesasad bn the
respondent’' s o won framethisnestire p&ssafes and not gnly segments of
phrases have been used to develop the context sewsitegoriesFurther, during the coding,

no theoretical explanation took place. Abstraction andrgéimation only took place based on
the codes. Finally, theonceptghat emerged at the end of the analysis could be found in all of

the eight interview transcripts.



26

4. Results

4.1.The Big Picture
From the data analysis4& codes have been identified overalbrh the eight interviews.
Those codes have beémrther aggregated into 25 categories by grouping together single
codes. In the end, ten final concepts emerged from the andigise 2 depicts the process
of data analysis andggregation.It should be noted that not all codes were able to be

integrated ito the final model and have not been used for further explanations.

-

8 hours
of interviews

25
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2
clusters

146
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Figure 2 - Data Analysis and Aggregation Process

Aggregating those 46 codes folbwed a subjective senseaking strategy by trying to
abstract and generalize over all the interview transcripts. Using the qualitative data analysis
process that ATLAS.ti offered the emerged 25 categories could have been analyzed further.
The method of choe was the c@mccurrencematrix that allowedvisually showing which
categories do coccur with others in the given materidkrigure 3 shows the resulting ten
concepts with their coccurrence factor (reaching from-Qow to 1— high) in a table The
co-occurrence factor is, similar to the coefficient of correlataord exemplifies the degree of

a linear relationshigFriese, 2012) The design of a matrix is chosen to show all possible
connections. A low value means that there is no relevant connection of the corresponding

concepts, whereas a higlalue hypothesizes a meaningful association. To make this tool
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mor e under standabl e, one coul d t adceurrencke con

factor of Q22 wi t h “experiment at ilioking to bhe tconcapt af e r o
“composi ti oiblé interp2taton ip thad mare experiments could lead to higher
learning. On the contrary, the composition of Lean Startup in terms of its flexibility and the
usage of principles do not have a significant relationship to the idea of learning about
custoners and markets. A relative color gradient from red (low values) to green (high values)
has been added to the matrix to easily identify the differences in the factors.
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ITERATION 0,19 0,07 0,12
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LEARNING 0,22 0 0,09 0,16 0,15
PRODUCT DEVELOPMENT 0,06 008 003 007 008 0,09
PROTOTYPING 0,16 0,01 0,07 0,13 0,14 0,21 0,09
RISKS 0,03 0 0,02 0,01 0,03 0,04 0,03 0
VALIDATION 0,2 0,05 0,13 0,12 0,14 0,26 0,06 0,12 0,02

Figure 3 - Co-Occurrence Matrix

Since qualitative senswaking strategies are very subjective, theoogurrence factors have

been used in the form of allusion to something meaningful. The factors by themselves should
not be accepted without challenging the underlying interpreté@daser & Strauss, 1973;
Kelle, 1998; King, 2004; Temple & Young, 2004oreover, values range only up to 0,26
from a maximum of 1,00 and should be seen relatively to the given dataset.

Figure 4 sheds light on different individual concepts within theocgurrence matrix to
account for the clusters that emerg&@h the one hand, one can see that the concepts

“Fr amewor k"’ and

others but relatively high values amongst themse{vesf . green cell s in

Startup Eb»nsetnhtei aoltsh’e)r hand, taking a | ook at

| nf | ueacaureehce faters with any of yhe ver y

\

and “Risks” i1t i s clhghcooctulremtes witlh ayothdraoncems h a
making those rather the outliers (cf. many vy
Product Devel opment ") . On t Eigure 4 showd &rmaost, t he

exclusvely green cells, meaning relatively high-aocurrence factors. In conclusion, those

concepts have been pooled in the cluster of
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Besides no differencan the concept formation could be notideetweenthe two groups of
interview prospects. In conclusion, no divergent interpretatim®ngstthe groups of
practitioners and consultants who popularized the Lean Startup methodology could be found.

Eventualy, the geographical location was also of no concern in understanding the concept.

The further elaboration on the results is based on tlezcorrence factors between concepts
and on an interpretation of those relationships. The discussions and insightiseir.ean
Startup methodology significantly contributed and shaped those subjective interpretations.
Quotes of the interviewees (marked italics) have been used and incorporated into the

argumentation to back up the reasoning and give more objecidenee.

4.2.Lean Startup asan Adaptable M ethodology
The first resulting cl ustEssentiac.anl tbec d mdbied tesd ¢
c 0 n ¢ eCompositiofi and “ | néble 2 summarige’sthe composition ofthe

cd uster’”s concepts.

Concept Number of Categories Number of Codes Number of Quotes
Composition 4 13 45
Influences ) 13 40
Sum 9 26 75

*Total number of quotes is less than the sum of quotes for all concepts becauseaircences of quotes

Table 2 - Cluster Composition: Lean Startup Essentials

The data that has been summarized in the ¢
different understandings of the Lean Startup phenome@anthe one hand, it is seen as
“methodology thiateaches entrepreneurs how to approach a new concept or ah idean d

“lets product owners be able to bring new products to market and maximize their odds of
success A different interpretationbeing Lean Startums set of principlesinstead of a
prescrikd process. | t tohnavigguesin aeriskt mitigaping wdyeuh sodgh t |
uncertainty of the early phase aktentrepreneurial process whastl allowing a high degree

of flexibility to the practitioner. On the other hand, the Lean Stgrshgnomenon is seen as

process consisting of problem understanding, solution definition, qualitative validation and
finally quantitative validationThat is often referred to as theild-measurdearn feedback

loop. A very concise angoignantdefinition is offered by oneof the interviewees two pages

ahead.
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Concept Category

Code

Quote

COMPOSITION

Set of principles

itdéds really a ot her neci

the track of production system"

synthesis of many

pri

o ) 1 ‘"ltreally is a meta principles and that is a very important point to make because oftentimes people lo
Principles opposed to tactics lean startup as a collection of tactics."
o People have been usin i "Wel |, I would say, the downsi de blyistheintethodalogy as
Principles 'p'l but Not ri gl wel |, simply because one of the strength of t
principies but not rigorously really a set of principles. "
DNA i " see it as a, in the end, i t 6s , kdeas and mrihciplasnAnc
just like you, you pick yourself what you feel this is interesting, like a big part is really think differently
) . o right. So the big part of it really is contrary to existing knowledge of how to build business like how to
Tactics derive from principle: arestaurant. If you want to build a restaurant usually you would do it not lean really."
ﬁ;ﬂ;gtrlzoownproceslﬂow i "l ean startup is a way of thinking, somewhat
the principles the steps of rigorously. I 6dm r
Flexibility Different practices at differer do this. Basially, the way of doing it were using parts of it, the abstract, the overall way of thinking is
stages course there, and we would use some mechanism, some principles, some techniques, some tools, ¢
Combination on where we are. So what it ddessicallyis to helpus navigate in a risk mitigating away hopefully, by
Universal applying parts of it. "
Lack of standardizegrocess T " So t her e stoundestantl the psdbm; setordpstepdefine solution; third stepvalidate
qualitatively or validate in small scale; and then finaNerify quantitatively or measure at a much lower
i "The lean startup is, how Eric Ries interpret it, is a lean principle as applietating process or process
Process Process used to getting to market"
Characteristic: T "1 t hipnokessiandétsbsa a set of principles. |Itbés rea
a process because itbés a process paliicdlstaps, adwaor t ¢
Methodology approachg r oj ect . ltds also a set of principles t
DNA of your company"
Common 1 "Yeah.l j_ust mentioned a common Iangeawhicp | think is really impo_rtant to_aII those kind of situation
Language Common Language Meaning that, if youodre s p &ankegiangve wonld méthe ableto a r

understand each other and moving in the same direction necessary"
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INFLUENCE

1  "And then you basically throw a lot of energies and to grow it, and yowfintittle thingst hat dor
on the way. So basically doing a lot of PR, doing a lot of online marketing, spending money on adver
Marketing optimizing you landing pages, optimizing everything in between pages, AB testing your features like 1
kind of stuff which is all good, which is all useful, as soon as the actual value proposition works and ¢
Market as the extra solution in its core fulfills its valpeoposition."
Research 1 "They manage actually to do the impossible, to make customer development actually something pea
ités cool and want to do. So in my opinion |
AB Testing processing of the lean mafacturing of Toyota with the approach of systematic validation of customer
development and then to combining this with some sort of reverspraestes like measuring of feature
rollouts and systematic AB testing in this kind of stuff. "
Agile Development . "Butof course, an iterative process for building our trading algorithm. So we started to it with really a
simple model andh each iteration we ted to improve it by adding more data or different featuremore
Software complex methodologies, so we definitely use iterate agile concept in building the product.”
Software Product " ) . .
Development i . a methodology that often used is scrum methodology, extreme programming, the Agile manager
These are methods for team management, for product reaneag and this is the start of methodology
Web Startup build"
Continuoudmprovement 1 "so it goes back all the way to lean from lean thinking or the trade of production system"
Lean T "é focus on t he psweaemgng theirdike théyapply their ddeas and their methodolc
Production | gan Thinking / Lean and how they tried to basically build something, measure something, validate something, learn out o
Production then improve, so basically continuous improvement."
;:);gtigggletlmes in former 1 "l started a company initially with just spark up of an idea and very quickly | find myself inye&rZycle.
It took me 2 years to figure out that spark was going really achieveuccess that | have set out to achie
Product longer circletime = higher And that was just too long of a cycle time. And while | had some moderate amount of success, | got |
Development risk and got some moderate amount of success. But some of the products, it was still not a systematic w
quick way of getting to that conclusion. So | had been in search for just faster ways to that product id
Waterfall because as entrepreneuro6s, we always get hit
Best Practices
1 "Parts of it arecombined existing methodologies and other parts are basically reversing base best pri
BusinessModelCanvas / out of working teams working products
Other L . ) N , .
eanCanvas i And therefore, whatreatesa value in as startup situation are experiments that lead to that learning w

Scientific based

validated karning, scientific learning about what actually will work and everything else is waste."

Table 37 Aggregated ding Table: Lean Startup Essentials
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ARSo t o me otihnet bbieghgensdt Lppean Startup really
framework to think and there are a lot of tools in it. Basically Lean Startup is kind of a
summari zati on of vari ous approaches wh i
successf ul .ranled, 6but bagically it iacreasesaour chance of success,
because it helps you focus, ot herwi se yol

doing and Lean Startup really helps you t

Finally, the terminology used inéh_ean Startup method gave founders a common language
with which to articulate what they are doing within their entrepreneurial journey in the

different phases.

Moving on to the influenci ngledn&@mtupis actually t qui
connecting the development phase and the customer, marketing and sales processésh a t
i mpl i es i wmustgmer developméntatechniques in terms of speaking, talking and
understanding and observing customiers f r om mar ket er s. lgie addit
development principles like continuous deployment from software engineers and combines it
with user experience principles ¢gogsbdckalli gner :

the way to lean from lean thinking or the trade of productionsysteby Toyot a.

Table 3 gives a more detail insight in the elaboration of the process of concept development

with further supporting quotes from the interviews.

4.3.Learning asthe Essence of Lean Startup
The second more complex cluste named “Lead oftydrt lepnemgteido d
Lean Startup is about and how it can be applieds composed of four leading concepts,
namely “Learning’”, “Validation”, “Prototypir
are alsocloselyrelaed t o the concept of ‘Tébledgivascaner i st
overview about the structure including the categories, codes and quotes. Following, the
different coeoccurrences will be dealt with in descending order tafirt factors as an

expression of its importance.

Concept Number of Categories Number of Codes Number of Quotes
Characteristics 4 15 58
Experimentation 4 10 65

Iteration 3 20 69
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Learning 1 6 47
Prototyping 1 6 34
Validation 1 9 71
Sum 14 66 186

*Total number of quotes is less than the sum of quotes for all concepts becauseafrcences of quotes

Table 4 - Cluster Composition: Lean Startup Methodology

According to the analysis of thait er vi e w tearaimjssctre copetcgncept ‘within
the Lean Startup methodology. It shows the highestocooirrence factors with other concepts
and therefore can be considered as omnipresent, which can be supported by the following

guotation:

~

Al n Lean Startup t hsesroa dgnsximiaing Vearming vebsisg em
maxi mi zing just the building of the pro

specifically about customers and markets per unit time.

The idea behind the str on gtyifigdoclaams inthesensemfo wl e d ¢
trying to understand something or veri fyin
understand why your customer finds value in your product then yed twego in and
understand that. The strongest coccurrence can be seen in the relationshpp “ Val i dat i ¢
Within the Lean Startup terminology every assumption regarding a potential business model,
customer segment®r market demand for the imagined product or service is seen as an
untested hypothesis. Hence, the fiestk of any entrepreneshould be to validate the answer

t o the qthesprobieroisworthathiig“t o t he customer. After
t o c o ifiyfou hava a Solution that enough people wanttdbuy I n order to fi
thesethings, itisnotneeesary to build the full fceullt ur e s
come out with a proxy of the solution. It might be a screen shot, it might be a video, or it
might be a wireframe or even a verbal description Thi s | eads toant he se
cooccurrence between “ L eHaving ia deafiied leaamohg god®? mot ot vy
order to validate one of the most risky assumptions in the business model, prototyping is
probably the fast way t o onasonteiofethe ey tskhatithe g o a |
business would face if you build the whole thing and by focusing on those things alone you
could learn and adapt around it very quickly with very low waste in terms of building
something that nobody would tse S i hno@ssumptions you hawabout the market, the

product, the distribution channels, the pricifieed]to be validated by real customérs t h e

vehicle of “Experimentation” i s usedch wit hi
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assumption in the businesslearning goal has to be deéd which willcould be tested in an

experiment making use of prototypes instead of the final product. The entire context of those

four leading concepts is depicted kigure 5. It should be noted that the thickness of lines

correlates with the coccurrence factors and makes the strength of the relationship visible.

Learning

Validation

Iteration

Note: Thicker lines represent high co-occurrence factors of the adjacent concepts.

Characteristics

Prototyping

Experimen-
tation

Figure 5 - Visualization of Lean Startup Methodology

To be successful, the experiments are connected with some conditions. First, ttieite bhee

strict timeboxing to not run the risk of opeanded projestthat do not contribute to the

actual progress of validating assumptions. Second, the execution should be aimed towards

low resource allocation. Third, experiments help to dochkck f certain development

activities are effectively contributing to customer satisfaction and are notmomdy features.

ifSo in

t he

end |

see a

startup as

an

amount of cash you have before finding market éihd a sustainable, scalable

exp

business model. So the only thing you can hold people accountable for, is the speed

peopl e

go

t o

t he

process.

0

The result of each experiment is to validate one risky assumption. Afterwards, the gathered

knowledge is taken and mp | e meito tthe dext ‘phase of building something, so you

would constantly create small experiments in order to validate and proceed to this build

measurdearn feedback loop as fast as possible
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Moving to the center ofigure5, t he concepts “lteration” and
connected to all of the outer ones. In particulais means that the entire method of Lean

Startup takes place in an iterative way. In other woki®wledge is built iteratively
accordingt o t he experi ments. Mor eover, “Experi me
show some similar characteristicGhe most important characteristic of the methodology is

that 1t i1 s customer or i ewhitheadtiyvitiesitheaporatioa a ns t
create value for the customer and which ones are just wdsteful Addi ti onal l vy,
improvement should be incorporated into each phase of the method. To handle the resources

at hand economically, efficiency with clear learning goals isimaportant cornestone.

Finally, a cyclic mode of operation has been established to maintain the flow of operation and

not getting stucknto one phase.

After intense dispute with the originated model of the Lean Startup methodology, the cyclic
characterigc of the buildmeasurdearn feedback loop is also reflect&igure6 shows again

the developed model and additionally the phases which the interviewees have talked about.

Learn

Learning

Validation Iteration Characteristics Prototyping

Experimen-

Measure tation Build

Figure 6 - Visualization of Build-Measure-Learn Feedbad L oop within the Lean Startup Methodology

In a nutshell, the practiced Lean Startup approach utilizing the-imgélsurdearn feedback

loop has been empirically validated.

Table5 gives a more detatlinsight in the elaboration of the process of concept development

with further supporting quotes from the interviews.
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Concept  Category Code Quote
Prioritization 1  "And that brings us to another principle, managjiby looking at constraints rather than make complaint
Productivity guess a more healthy approach in the productionsygteeru  woul d i denti fy bot
Maintain Flow Efficiency i ‘.'So in other words, the fundamental cyclt_e time is the amount of time that elapses between when we
) i idea and when we have learned that the idea is promising."
Circle Times 1 "And the way lean startup does this is basically telling us how we could iterate the fastest way ps#si:
Speed different kind of tools.
Minimize Effort 1  "And then once broken down, the next principle is tackling those building blotssercomponents in
order by what areiskiest first. So again, for most products, building solution is not always the riskiest
Reduce Waste Som¢ i mes itds actually finding customers who \
next principle would be, once you have broken down your vision into components parts, find what is
- . and tackle that first."
] CostEfficiency Risk Assessment 1 "Sothe main idea itean as get applied to lean startup is minimizing waste in the process."
O Tackle Components by ¢ " A minimum viable product could be like anything, the most important thing is that by definition minir
|: Risk viable product is that version of a product or service and that lets yautiggvmost feedback at the lowest
wn Minimize Risk possible investment at the time, meant that it would be the most efficient tool, artifact or object whate
E could use in order to create and made feedback based on your assumptions”
w Decision Based on 1 "focus on the example of how startups were using, how they apply their ideas and their methodologi
[ Learning how they tried to basically build something, m@@ something, validate something, learn out of it and tt
@) improve, so basically continuous improvement.”
< Metrics Driven f "What you want to do is every timing yoficaaachiese
04 Continuous that learning[...] focus on the nex@peed through the next turning cycle not your overall speed through
< Imbrovement learning cycle in general. "
I P Optimization 1 "You can do this for example if you launch this feature only to 50% of your users. Or basically only 5(
© the people will come to your website will s€bis is one way and then by measuring the comparison of
success you say, is it now better for this 50% to experience the content yes or no. and if yes then thi:
Speed of Next Iteration works obviously and if no, if there is no improvement in this maybe the feamie dodt wor k a
need to change this feature or you can remove it again."
Customer Focused
No Features without 1 "By learning to tell the difference between which activities in thparation creation value for the custom
Validation and which ones are just wasteful. "
Customer Customer Development 1 "So customer development is a very strong focus on validating the beginning quantitative, qualitative
Orientation ) data qualitative and the builtheasurdearn loop is basically a vergbstract view of that but also like
Customer Discovery applied with everything else like feature rollouts and everything else."
Create Value for 1  "you should actually measure the feedback, to make sure that you are creating sometipiegiestant "

Customer
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EXPERIMENTATION

) ) 1  "So you define what you need to learn, you figure out what measurement is going to make that leanil
Time-Boxing success. And then you piiuild what you need to create an accurate measurement of that whatever it
. . 1 fASo insteadf putting a time box around things and putting a goal on things we were basically practici
Commltment to Validate learning, learning, learning which means every week or so, we domestinterview and then every 2 or ?
Boundaries an Expe.rlment weeks or so, we gebme interested in the produtitey are doing a trial but they are not really moving
Constraints to forward and they might pay but they are not really paying and we never really put a software to tell ul
Experiments 6 months after we did not have any money anymore though."
1 "Sothenif | recap, what is really important for the whole concept of lean startup is time boxing, then
Set Goals for thing i : - - - :
) g is that you set clear goals for your experiments which you can validate osisrnyba can validate or
Experiments invalidate your experiments."
1  "lused a lot of matrix to analyze behavior and all that sitd esnat people are actually doing and if you ¢
Capture Assumptions improving for our feature, this kind of stuff, and we take a load of customer interviews, we AB tested
Documentation change value proposition, we did I_ikellittle smoke test, we went _to customers with protb&ymer
prototypes or mock ups and like this kind of stuff and try to get like early feedback before doing anyt
Define Hypothesis first started.”
1 "And within each step, each assumption have to be tested via the method"
1  "Thenthe final step to me is really running experiments. And this is something that we do all agree or
Run Experimats the lean startup is the way you run in an experiment. Everything we do is an experiment and you wal
experiment to be as smallaspossiblm t he end you have a concret
validate or invalidate.”
1  "And in order to do so, you go to a loop called the buildasurdearn loop where for each assumption yc
E . Lab come up with an experiment. You try to run thesemrxegnts and afterwards you evaluate the results an
xecution o ; . .
see how this impacts your assumptions, your idea and how you need to move forward.
1 " Soin the case of the experiment, you really say, what are the kind of things you are trying to do rigl
Applying instead of or thismight be like or this might just be note as defined like often you have your open experiment gc
Talking about like you want to launch at some point and then go one or get users, alright? And so you basically wa
Experiences to narrow it down basically ask a small gties, if we launch will bulk, it really ask ok what is our launch
consist of, what are the hypothesis which contain it. And can we actually run smaller experiments"
Questions 1 "Thegoodthng with | ean startup and customer devel
Testing assumptions,”
Fail 1  "We test our business model all the time. So we test the product, we test the pricing, we test everytt
‘o 1  "And another principle is holistic measuremehtn | ean management they a
Revision  Gather Data big number that the entire organization is wc
Measure are trying to improve and that is with this idea of experimentation because you campeuiment of one
. smal | part of your process and you can make i
Double Check instead ¢ detrimental to what youbére doing. So, keepincg

quick scaling
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Break Vision Down 1 "Whatlean startup means to me is taking your big idea, your big vision and documenting that out first
the tool of choice that | use is breaking it down iitdandividual components. The vision is a very big
abstract concept but it can be decomposed into nine building blocks, what we call the business mod

Strategy Document Strategy canvas, or lean canvas. "
1  “capturing not just the vision but capturing the strategy that we are goinge to implement that phase"
- 1  "Like the startup founder has big idea and has a lot of vision and everything, and then if they build or
Document Vision then they have built just that like in vanityetrics,"

= Build-MeasureLearn 1  "Now once we get that initial validation, we then go in and build and realize that demo. So we build
') something that can showcase that demo, and then we test it in small scale at first."
|: Operations  Rapid lteration 1  "Small batches a'!’me key factor there within tHow. So flow provided two things in it, asthall batches
< areone of them.
o 1 "The first and most important step is what we call the minimum viable product or MVP. And this is si
w Small Chunks the very first version of the product, the first experiment we wanmntand begin the process of learning”
|_
- Iteration around 1 A Sto go from the vision to risk and from visioneixperiment sometime requirdsese mental leaps or

Customer / Problem jumps which are not obvious everyone on the team."

) 1  "So the lean parallel to the lean production system is working in smaller batches. So if you work in sr

Pivot batches you get a number of benefits. And one of them is you basically get to see if something goes

Adoption and then you aamake quick adaptation which is similar to agile but looks different in many producti

Mental Leaps system"

1 A Sibyou are failing at optimization then the pivot may allow you to start optimizing again. And when
. are in flow in a company, most peoples job , mesiple do in optimization job, and it feels good to want

Change in Strategy keep optimizing. So usually after the pivot, things just get a lot, and everyone's just get happier. "

Customer Feedbkc T "In the | ean startup therebds a very big emphe
of the product. So itds really maximizing | €

) . 1  "So, the first thing that | wouldadwith any idea like that would be to do a raaiuse analysis, to go and
z Learning Goal understand what the root problems are."
E 1  "Theunit of progress foentrepreneurship ilearning how to build a sustainable business and learning v
o Learning Interviews the product should be, learninghey the customer is, etc."
< 1 A B Wy itself a failed hypothesis is not a very viable source of learning because it will only tell you wt
w Maximizing Learning doesnot , Wh.at |"s not true. But of course scie
- we want to know what will work.

1  "When measuring this, you would actually take the learning and implement this learning into the next

Problem Interview

of building something"




39

PROTOTYPING

Prototyping

Fake Products
Incomplete Products

Landing Page

Minimum Viable
Product

Protc / Pretotype
Smoke Tes

"What we instead do is to come out with a proxy of the solution. What we usually call as a demo. It ir
a screen shot, it might be a video, it might be a wireframe , or even a verbal description of what this \
be"

" So the build is coming out with experiment, building a website, building a feature and doing custom
development interviews, "

"So what i would do before building anything, is just to start sketching out business model, potential |
model and thestart talking to the customer you have in minl

"So what we did, we made a small prototype so we made some carts which told the story behind the

VALIDATION

Validation

Buying Interest
Concepts
Customers

Market Demand
Pricing

Problem
ProblemSolutiontFit
Value Proposition

"The assumption you have about the market, the product, the distribution channels the pricing and al
these are to be validated by real customers. "

"Whereasn lean methodology you try to diminishghisk because you first start talking to the customer
validating your idea and concepts before actually buildimy product’

"Andr i ght where youdre basically showing versi.
your business modetior e or | ess. And figuring out how vy

market awareness all of these things. and basically at the end of that page you should have made ct
"The first problem for me is answering the questiorhis problem worth a thing? The second stage of tt
is basically answering the question, can we actually build that? And if we build something, can we ac
solve the problem for the customer. "

Table 5 - AggregatedCoding Table: Lean Statup M ethodology



40

4.4.Last but Not Least, he Outliers
For the sake of completeness, theainingtwo conceptsare presented irhis sectionTable

6 gives an overview about the composition of those concepts.

Concept Number of Categories Number of Codes Number of Quotes
Risk 1 6 12
Product 1 5 24

Development

Sum 2 11 35%

*Total number of quotes is lesisan the sum of quotes for all concepts because-otcurrences of quotes

Table 6 - Concept Composition: Risk and Product Development

Even tRioslg®h Pgrodluct Devel opment “-ocaimencesowith hav e
the othe concepts, they still emerged as important elemétisk and uncertainty is present

in almost every new business.

AYou dondét know exactly who your customers

product needs to be tc¢

Risk is sonething that needs to be accepted and must not be ignored by the entrepreneur.
Lean Startup as methodology should help those people to better deal with uncertainties and
finally build products that satisfy customer needs. In other words, Lean Startutedsfeu
situations of hi gh wuncert ai nybuywowddnget artraep i d i
advantage from it the more those criteapply’ .

“Product Devel opment” can be bringmew pr@asctstohe go
market and maximize thmeodds of success. Thus, It domi nantly ap
interviews.

ALean Startup i s a method for a starting

customers. o

Both concepts determine the boundaries of this study and the Lean Startupategihod
Practitioners that apply the methodology face high risks to build products or services that
people are willing tgay for. Lean Startup starts within uncertainty and leads to a prototype
that qualifies for conclusive product development activitied market commercializatiom

Table7 further quotes and the corresponding codes can be found.
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Concept Category Code Quote
; 1 "So the second step theredsreally work towards defining the solution. And that to me is the second process
~ w Building Products second stage that we go through. Because once you understood the customers, their problems, we then s
Os Get Products to define the solution. "
- Product  Market 1 "And the third thing would be how cave maximize the reach of that particular product, how can we scale it"
ale) Develobmen T "' would not say develop an idea. I think ités t
O ~ P structure for a starting company and to actually develop a profductustomers.”
o U>J ProductMarketFit 1 "And if you have this, you have reached produerkedfit and then you can scale your company. The next ste
o w about building your organization and scaling your marketing and really testing what works and then you en
=) Starting a Business with a big corpoation.”
) 1 " So to me the problem risk which is in many ways crafted as the product risk, is very critical"
Channel Risk 1 "The second risk that | put in that categorygmand at least think about deeply, would be how would you rea
Market Risk those customers at enough level so that you could build a business model around what you're doing"
W 1 "the revenue stream risk which is how are you going to make money with this busines$ model.
n Risk Problem Risk T "I define a product as the risk that the product cannot be built and in most industries the product can be bu
- . because the technologyistences arsufficient.”
o Product Risk 1 "Soentrepreneurs an6t wuse that whole system of t besausegue me n
Revenue Stream Ris uncertainty is too high."
1 "In entrepreneurship, we faced tawany uncertaintieand know who the customer is or what the product shou

Uncertainty

be."

Table 7 - Aggregated Coding Table: Risk and Product Development
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5. Discussion

Having laid the foundation in the theoretical anticipation section and elaborated on the
phenomenon of Lean Startugnd its elementsn the previous chapter, the Ifowing
paragraphs will consolidate and compare those theotresorder to compare different
approaches regarding entrepreneurial action in general, a framework for discussion has to be
established. This framework should be able to answer theriam qestions:* Wher e do
those actions come from?”, “How are those
c r e a(Buelerer, Eisert, & Gassman2)12) Moreover, the developed framework makes

use of the general entrepreneurial pro¢&smne, 2003and also includes main elements for
venture creatior(Gartner, 1985)Inspired from the framework by Bucherer et @012)

Figure7 illustrates the three phases of the entrepreneurial process and shows six elements that
shouldserve as basis to discu$e tdifferent approaches to entrepreneurial action outlined in

this paper.

RISK / UNCERTAINTY

OPPORTUNITY DEVELOPMENT

RESOURCES

OPPORTUNITY OPPORTUNITY

> ORIGIN ARTIFACTS
/ KNOWLEDGE /

ENVIRONMENT

Figure 7 - Framework of Discussion

The first element deals with the origin of actidrhat includes events or circumstances that

lead to the recognition ofew opportunities. Secondly, resources, like materials, costs,
people, will be considered that are need during the opportunity development phase and also
how those are going to be used to deliver customer value. Thirdé/shed light on the
acquaintane and acquisition oknowledge as important asset afventure.Following, the
characteristics of the resulting artifacts are being discussed in more detail. Furthermore, there
are two overarching elements, namely environment and risk / uncertaintyftoance all

phases of the process. In those theories about entrepreneurial action the enactment with the
environment such as customers, markets or competitors plays enfolds differently. Finally,

dealing with risk and managing uncertainty is handled inffarent way by each terature
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streamsTable 8 summarizes the main aspects of each research field regarding the proposed

elements of the framework for discussion.

The following discussion will be constructed around the phaseehad the containing
elements according tBigure 7. Having in mind the elaboration about theory development,
this paragraph will not only cover the “wha

why it is important supported by further quotes of the interview transcripts.

Within the first phase of opportunity recognition, Effectuation entirely builds upon the
available means of the entrepreneur and the surrounding. Bricolage in contrast, builds upon
resourcescarcity and thus is a reaction on constrained environmental changes. Lean Startup
takes a broader view and generally starts with business assumptions which can be based upon
markets, customers, or even technologies. Similar starting points can alsenbeirfanew

product development and learning literature. Changes in environment and also the active
search for new trends and laterriot yet even visible- customer needs are valuable input in

order to discover potential business opportunities. On toghaif Lean Startup advocates

doi ng cust omelike vdlidating lyoormssemptions before you jump aheada n d

al so even before any product i s assuxmptiensaa&at . . T
based on almost nothing or mostly your ogpinion and own experiences Thi s aspe
distinguishes Lean Startup drastically from previously mentioned models from recent

entrepreneurship theory.

The next phase of the process is opportunity development, which means getting active in
shaping and workig on the solution in order to come up with a viable business model. The
Effectuation model does not any concrete guideline except from focusing on the affordable
loss instead of predicted returns to avoid setbacks or liquidity problems. In the Bricolage
approach, resource are limited, hence recombination and modification of existing resources is
advocated. By contrast, Lean Startup introduces the idea of prototyping which can also be
found in the literature stream of innovation management and new progkgibgdment, as

well as in agile software development. Prototyping allows quickly coming up with a proxy of
the solution and getting feedback. What Lean Startup has in common with the entrepreneurial
process is that resources should be used efficientlynandissipative. The literature about
learning adds further insights. It can be distinguished between two types for learning, namely
direct and indirect, that consume resources including time and money differently. Considering
learning sequences as a condtion of direct and indirect learning techniques, it is important

to understand that each is useful in a different context of time and experience.
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Learning bridges the gap to the second element within the phase of opportunity development,
the acquaintancand acquisition of knowledge. The Lean Startup methodology is centered on
“maximizing learning, specifically about customers and markets per unit tme On t he
contrary, Sarasvathy did not explicitly deal with that issue in her Effectuation model and in
Bricolage the idea of trisdnderror learning is used aligned with new combinations of
resources. It is obvious that the domain of marketing influenced the process models of new
product development researcher, because methods like interview feedbacknecusto
observation and also literature research can be found in it. Those methods also found their
way into the Lean Startup methodology, especially through the concept of customer

development.

Each entrepreneurial undertaking comes along with risk and aimtgrtin order to reduce
uncertainty, preommitment and the formation of alliances is demanded by effectual
researcher. Additionally, the focus is on controllable aspects instead of attempts to forecast
future events. In the field of new product devel@nt the product vision is important, hence
product championing by one responsible product manager has been proven to support
marketing activities. Moreover, testing the commercial viability is a fundamental milestone.
In Lean Startup the aspect of riskagkled by running experiments with clear learning goals,
which can also be found in the learning literature. Those experiments follow scientific

procedures and are executed using the bugdsurdearn loop.

Moving on to the next element, the experingenf the Lean Startup methodology are not
conducted under laboratory circumstance, but in the real environment of the business to
validate the initially hypothesized assumptions. In other words, Lean Startup makes use of its
environment by a strong custonfecus. Taking a look into the Effectuation literature, only

an interaction component is mentioned. Bricolage scholars elaborate by clarifying that
interaction with markets and different types of people is important to find a solution that
attracts futureclients. Testing ideas directly with people and finding lead users is the major
strength of new product development models. Those practitioners aim to identify latent
customer needs by embodying a market and entrepreneurial orientation of the firmn&ngagi
with the surrounding environment enables startup companies to get feedback quickly and

continuously adjust and improve its services or products.

Finally, the artifact as resulting manifestation of the opportunity development phase will be
investigated.Since Lean Startup is influenced by agile software development and lean

manufacturing, one main aspect is an iterative proceeding in small chunks. On top of that, the
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idea of a minimum viable product, which aims at testing business assumptions in exjserimen

is essential and does not demand a perfect product instantly. A similar concept is also found
amongst new product devel opment researchers
do” by Bricolage schol ar s. Fev allawrhe final pradudt t hr e
or service to be cdeveloped and adjusted or improved over time. From the organizational

|l earning stream of I|iterature’s point of wvie
should always be a shift in behavior katowledge. In other words, what emerges from the
opportunity development phase can also be intangible. Again, Sarasvathy is not that explicit

in the Effectuation model. It is said that new goals can be derived from the previous actions.

In a nutshell, byapplying the proposed framework, Lean Startup fills gaps that are not fully
covered in previous models for entrepreneurial action. Especially in the phase of opportunity
development, the Lean Startup methodology gives more actionable advice in running
experiments to learn about the environment and challengeegineed business assumptions.
Being in accordance in many aspects with presented theories, Lean Startup is not completely
new but adds valuable components due to its various influences. It hashoganthat the

ideas seized by other research domains, are aligned with entrepreneurship and innovation

management related theories.

Reconsidering criteria for a good theoretical contribution, what, how and why questions have
been answered in the last pgraphs. Moreover, Lean Startup itself is not only consistent
among all interviewees but also aligned to existent entrepreneurship modes of action.
Arguments for newly or elaborated elements can be found in adjacent literature streams and
all have been pren useful to the interview participants. Summarizing, the described
methodology of Lean Startup can be considered as valuable theoretical contribution and

extension to entrepreneurship research.
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Effectuation Bricolage Organizational / New Product Lean Startup
Entrepreneurial Development
Learning
Origins of 1 Available means(Who ¢ Resources at hand 91 Adaptation to changing  Identification of trends 9 Business assumptions
action | am?; What | know?; (need because of markets and (Hippel, 1986, p. 798) (market, customer,
Whom | know?; What | scarcity)(Baker & Nelson, environmentgHurley &~ 1 Latentcustomer needs problem, solution)
can do?)Sarasvathy, 2001, 2005, p. 336) Hult, 1998, p. 43; Lumpkin & (Narver et al., 2004, p. 342)
p. 253) 1 Environment with new Lichtenstein, 2005, p. 464)
1 Exploitation of challenges or problems
contingencies that do not provide new
(Sarasvathy, 2001, p. 252) resourcesBaker & Nelson,
2005, p. 329)
Resources 1 Affordable loss 1 Recombination of 1 Directlearning =time T Prototyping(Hippel, 1986, f Prototyping
(Sarasvathy, 2001, p. 252) resources(modification consuming p. 803; Veryzer, 1998, p. 316 q  Cost efficiency
1 Develop new means for new purposejBaker  {  Indirect learning = easy
(expanding cycle of & Nelson, 2005, p. 335) and efficient
resources)Moroz & (Bingham & Davis, 2012, p.
Hindle, 2011, p. 25) 26)
Knowledge 1 Trial and Eror / 1 Growth process based 9§ Interviewing = 1 Learning
Improvisation(Baker & on prior actiongLumpkin FeedbackHippel, 1986, p.
Nelson, 2005, p. 341; Garud & Lichtenstein, 2005, p. 455) 793; Narver et al., 2004, p.
& Karnge, 2003, p. 282) 1 Trial and Error learning 337)

(Bingham & Davis, 2012, p. 1 Observation / N&its/
28) Literature(Narver et al.,
2004, p. 336)




a7

Environment

il

Interaction with other

people(Moroz & Hindle,
2011, p. 25)

Interactions with
marketsand different
types of people

(designers, workers,

producers, users, policy

makers)Garud & Karnge,
2003, p. 296)

Market and

entrepreneuriabriented
(Hurley & Hult, 1998, p. 43)

=a

Lead UselHippel, 1986)
Test with customers
(Veryzer, 1998, p. 315)
Marketorientation
(Narver et al., 2004, p. 337)

T
T

Validation
Customer devepment

/ orientation

Risk /
Uncertainty

f

Strategic alliancesand
pre-commitment to
reduce uncertainty
(Sarasvathy, 2001, p. 255)
Controllin g
unpredictable future
(focus on controllable

aspects]Sarasvathy, 2001,

p. 252)

Experimental learning
(Bingham & Dawvis, 2012, p.
28)

Product championing
with vision for product
(Narver et al., 2004, p. 337)
Test commercial
viability (veryzer, 1998, p.
315)

T

Experimentation

Artifact
resulting of

action

Developnew goals
(converging cycle of
transformations of the

artifacts)(Moroz & Hindle,
2011, p. 25)

Making do (artifacts do §  Shift in behavior or

not have to look
perfec) (Baker & Nelson,
2005, p. 334)

Continual adjustment
(Baker & Nelson, 2005, p.
343)

Co-shapingGarud &
Karnge, 2003, p. 295)

knowledge(Lumpkin &
Lichtenstein, 2005, p. 461)

Preliminarydesigns
(Veryzer, 1998, p. 315)
Cyclic and ©-
developmentveryzer,
1998, p. 316)

=

Iteration
MVP
Continuous
improvement

Co-development

Note: phrases in bold repesg the wording of the characteristics of each model how it is described in literature

Table 8 - Summary of Literature Streams and Research iRdings
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6. Conclusion

6.1. Major Contribution of this W ork
Lean Startup as methodology has onbeb known to and applied by practitioners. Its
popularity increased rapidly, hence an interasta mysteryfor the academic community
could be assumequstifying the research projett shed light on the phenomen@xvesson
& Karreman, 2007) During the research, Lean Startup was empirically investigated using
phenomeological interviewsin order to better understand its esseridaving solved the
mystery of a new phenomenon with its elements, Lean Startup has been comitaredent

literature findingsThe main takeaways are as presented.

First of all the understanding of Lean Startup amongst practitioners, professionals and
authors is very homogenous. The conducted interviews empirically confirm that Lean Startup
is apracticalmethodologysuited for situations of high uncertainty and ambigugcmdly,

the essence of Lean Startup is a combination of adaptive learning and quickly developing
prototypes to test market viabilitg cyclic course of action, buitdheasurdearn, emerged as
appropriate mean to apply the methodologkirdly, Lean Startughas been compared to
entrepreneurial process theoriesen thougtseveral similarities can be notigegan Startup

adds and synthesizes various elemeintsn different research domains, for example
marketing, organizational learning and product developme

In order toanswer the first research question about the elements of3tagnp, this research
confirms the componentsof the buildmeasurdearn feedback loopAdditionally, the
importance of prototyping in the build phase, as well as validation in the mqdmge
appeareds important encepts Experiments have clearly emergeduagfulin the trandion
from building to measuringeventually, the learninghase has been proven to be the most

important takeaway from the Lean Startup methodology.

The discussion dealt in great detail with the second research question about the contribution
of Lean Startup to the scientiftbeories about the entrepreneurial procéiskirned out that
learning is not only theentral element in the Lean Startup methodology, but also a key
contribution to theories like Effectuation and BricolaBesides, Lan Startup proposes an
employable approach to reduce uncertainty in the process of opportunity development by

iteratively working towards the desired solution.
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6.2. Theoretical and ManagerialImplications
The main theoretical contribution of the Lean Startup methodology to existing theories of
entrepreneurial action like Effectuation and Bricolage, is adding the element of running
experiments and stressing therl@ng aspect of the entrepreneur during the journey of
starting a companylhe focus on experimentation and learning instead of business planning
has been challenged recently and this paper gives evidence that in practice there are camps
that support thigoint of view (Brinckmann et al., 2010Furthermore the givenresearch
paper offers another alternative approach for a process of entrepreneurial action and supports
the idea of entrepreneurship being understood as méfavdsvathy & Venkataraman, 2011;
Venkataraman, Sarasvathy, Dew, & Forster, 20IiR)addition, Lean Startup incorporates
many aspects that can already be found in the literature stream of innovation manageiment
new product developmentlaybe the combination of both areas offettse potential for new

insights that both camps could benefit from.

Besides, the discussion showed that the elements that practitioners use while applying the
Lean Startup methodology can be backed up with findings é&mmiricalresearch. Since the
understanding of Lean Startup is very homogenous, it can be assurhdédighiaas been
clearly communicated and thus be adopted easilyebyure managers. The emerged concepts
and categories also offer a good guidance for being put into place, while leaving space for

adoptions to specific business needs.

All in all, the study showed that the interplay of theory and practice can offer integestin
insights or new directions for theory developmé&hthatzki, 2005)Quantitative studies are
predominantly carried out in entrepreneurship researclinamtent timesqualitative studies

in high-class jouralsareincreasng (Bluhm et al., 2011; Goulding, 2005 pecifically for the
field of entrepreneurship, a phenomenological reseapphnoach can be used to dig deeper in
the actual doing of entreprenetlgusing qualitative methodsich agparticipant observation,
interviews and archival data in small firm studies could be notiCeghe, 2005bl.owes &
Prowse, 2001; Shaw, 1999)
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6.3. Limitations and Further Research Directions
This research project in the context of an academic master thesis must have limitations. In the
consequent paragraph the most important ones are mentioned as well as ida@aseon

research directions.

My ambition was to increase the scholarly understanding of the Lean Startup methodology.
Therefore, | assume that a researcher bias is definitely included in the work, especially
because data analysis has only be done by m{Bkihm et al., 2011; Lowes & Prowse,
2001) Furthermore, during the process of conducting the interview, it has been tried to avoid
leading questiondyut cannot be excluded with all possibility of do@Biorgi, 1994; Kvale,

1983) Due to limited time and availability of participants only a limited number of interviews
could have been conducted. All interviewees were also familiar with the interpretation of Eric
Ries and his view on Lean Startup. Concluding, the generalizabilityl dmilquestioned
(Hycner, 1985) The interpretation and sens®king was based on factors of the- co
occurrence mtrix. Similar to any correlation coefficient examination from a statistical point

of view, those methods only add up when a huge amount of data has been used. In this work,
it was used to discovery evidence for further subjective interpretatiarsmallsample size
(Berglund, 2006; Friese, 2011; Konopasek, 2068)ally, making use of data triangulation

by including also further media and material that deal with new topics, such as btagss fo

or observation techniques, could have enriched the findings on the phenomenon of Lean

Startup.

Finally, | believe that the given work laid a solid foundation for a first attempt to investigate
on the subject of Lean Startup comparison to established modéts entrepreneurship
research. Nevertheless, future work could focus on the effectiveness of the Lean Startup
methodology by making use of a quantitative research approach. Further, light could be shed
on prerequisites orindustry fields most suited for @& methodology. Eventually, a study
concerning decision making from a managerial point of view could beterest for theory

and practice.
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8. Appendix i Interview Guideline

Overview
Topic Lean Startup
Time 30-45min per interview
Medium Skype with audio recording
Questions

1. Opening the conversation

a. Introducton of myself

b. Motivation and goals of the research

c. Ethical guidelines and clarification of audio recording
Please introduce yourself, mentioning what you are doing and what is your point of
intersection with Lean Startup.
From your personal experience, hawuld you describe Lean Startup?

a. Elements and actions involved

b. Methods used

c. Resulting artifacts
After you made clear your understanding of Lean Startup, do you remember any
specific situation when you used Lean Startupgpples in a very demonstrative way?

Do you mind elaborating on that specific situation when you applied Lean Startup

6. How did you apply those methousparticular, maybe you could illustrate it with

example8
What advantages do you personally see conap@arether product development
practices? Can you also think about disadvantages of that methodology?

For what kind of usease are Lea8tartup principles applicable?
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Interview Participants

Name Country Profession / Qualificationas Status
Interview Prosped
Eric Ries USA Aut hor ,? f the Interview conducted
Startup
Ash Maurya USA Auth ,? roof the Interview conducted
Lean
0 Alex Osterwalder Switzerland ;Author Of. the book Interview conducted
5 Busi nessModel
e
5 CoAut hor of t he Nomeetingcould have
< Brant Cooper USA handbook for Customer been scheduled within th
Development time frame
CoAuthor of the Did not respond to mail
Patrick Vlaskovits USA handbook for Customer P
" contact
Devel opment
Steve Blank USA Aut ho r fo the Did not respond to mail
Owner’' s Manual contact
Salim Virani England Founder of LeanCamp Interview conducted
Kees van Nunen Netherlands Founder of SNTMNT Interview conducted
a
@ Lukas Fittl Austria Partner at Spark 59 Interview conducted
Q
3
© Andreas Klinger England / Founder of lookk.com. Interview conducted
a Germany
No meeting could have
Trevor Owens USA Founder of LeanStartupMachinc been scheduled within th
time frame
Tor Grgnsund Norway Professr of Entrepreneurship Interview conducted
and LeanStartup Mentor




