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Abstract

This paper helps explore the important and notabiger-researched topic of first
customer references, for which a basic descriptisenework has been created. The
purpose of this paper is to further test the fraor&wvalidating it by means of new
insights reached via a longitudinal case study. Tingt customer references are
especially important for start-up technology comesantrying to enter a potential
business-to-business market with complex prodddis is illustrated by the case study
described in this paper. The case company has tegfpgebeen forced to change its
product and market focus and thus provides an kextebpportunity for analyzing the
meaning of first customer references. The histdrthis software technology company
has been studied from its inception in the mid-15986til 2004. This present work is an
embedded single longitudinal case study with twelke of analysis units: the company
and its customer cases. Pattern-matching logictiamelseries analyses were used. The
idea is to compare the observed patterns with thiseduced by the basic descriptive
framework. Each case was analyzed and then a casgsanalysis was carried out over
the time horizon. The programming theory is useddescribing the iterative nature of
the phenomena of the market entry although natarmjuage is used instead of formal
notation. The results of the case study demonstaieus aspects of the working of the
framework in practice. The present study results icorrect business operations setup
model after each customer case. The case studyightghthat from the competence
marketing point of view there are no failed custoases if experimental knowledge has
been gained. This means that in order to evallsestart-up technology companies’
capabilities to enter the market all the custonases should be evaluated even the failed
ones. Successful customer references may give anpartial picture of the gained
capabilities.
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INTRODUCTION

The first customer reference is especially impdrfancompanies trying to enter the very
competitive business-to-business market for compteaducts. Without proof of
functionality in the real world and a customer refece from a third party, it is hard or
impossible to convince the next potential custom&he case company, T.J.S.
Consultants Co., Ltd, is an example from the safwwadustry of such circumstances.

The importance of the first customer reference eected in many aspects of the
business. A customer reference is assumed to redaaesk perceived to be present in a
venture (Bauer, 1967; Hutt and Speh, 1992), toemme the suppliers' credibility

(Blomqvist, 1997; Levitt, 1967) and to increase gwpplier's reputation (Herbig and

Milewicz, 1993; Doney and Cannon, 1997), and thustamer references can be
expected to help start-up technology companiesremarkets. The next potential

customer can appreciate the credibility gainedhgyfirst customer reference more than
the innovativeness or the price of the new prodiice importance of the first customer
reference is undeniable. Especially in the marketh complex and software-intensive
products, experimental knowledge is crucial (Jobanand Vahine, 1977). However,

being successful in delivering the first customeference is a significant challenge.
When the product and the supplier are previousknawn to the seller, the chances of
failure are even higher than in any other business.

Topics relating to the use of a customer referdncstart-up technology companies are
notably under-researched. Salminen (1997) stataduging an industrial reference has
not yet been studied in the scientific literatuBeard and Easingwood (1996) found that
the commercialization process is often neglectedthi@ literature on new product
development, innovation and high technology markgtiAccording to the Quarterly
Bulletin of the Bank of England (2001), there ardyoa few, quite recent studies that
have dwelled on the questions important for thecasg of start-up technology
companies. Earlier research on start-up technotogypanies has mostly focused on the
characteristics of the entrepreneur and his otdans. Despite the dearth of literature on
the present topic, the studies of companies’ e@ntoyforeign markets (e.g. Johanson and
Vahine, 1977) could provide some interesting paiatsonsider.

T.J.S. Consultants Co., Ltd has needed first custamferences several times as it has
been forced to change the focus of its productscarstomers during its start-up phase
before the business took off. Each new start witle\a software product was targeted at
a new industrial field and a new group of custom@/ghin each new customer group, a
first customer reference was needed in order terehé market. The sequential trials for
building the first customer reference provide aparfunity to study the iteration of the
factors from one customer case to another.

A basic descriptive framework based on Ruokolaiaed Igel (2004) and Ruokolainen
(2005) explain the factors which seem to affectltbibding of a successful first customer
reference. However those studies did not takeantmunt the consequence of sequential
cases for the creation of a successful first custoreference. The objective of this



present paper is to test the basic descriptive dveork ofthe use of the first customer
referenceby investigating the effect of sequential custoceses. The research question
of this present paper is whether market entry thinasequential cases is supported by the
basic descriptive framework.

The Uppsala model (Johanson and Vahlne, 1977), hwhighlights the meaning of
factors similar to those in the proposed basic mesee framework, emphasizes the
dynamic side of building the business: “We can ghgt the present state of
internationalization is one important factor explag the course of subsequent
internationalization.” This indicates that intationalization is an iterative phenomenon.
It can be proposed that start-up technology congsarentry into a market is also
similarly iterative.

This present work is an embedded case study (Y¥84) with two levels of analysis
units: the company and its customer cases. The tbeguential customer cases, two
failed and one successful, are presented from mitié business. In the next section, the
basic descriptive framework ahe use of the first customer refereraned the related
factors are presented in the light of the literatteview. In the case data section, the
history of the company is briefly introduced ané three customer cases are presented.
In the following section, the lessons learned drevariable patterns are cross analyzed
over time. The iterative nature of the start-ughtedogy company’s market entry is also
presented. In the discussion and conclusion sectimpositions to develop the
framework are made. Managerial implications are pl®posed.

DESCRIPTIVE FRAMEWORK

There has been much skepticism concerning the teidimology market (Mortiaty and
Kosnik, 1989; Beard and Easingwood, 1992), esdgadier the IT bubble burst in the
beginning of the new millennium. Theoharakis andn@/¢2002) propose that the high
technology market is overloaded with hype and tigh-technology market can be
perceived as being chaotic by the market players.ahd Jung (2004) even state that
where a dominant technology emerges, switchingscosty make the new entrant’s
position unassailable unless there is a fundameshtidd in the technology paradigm.
New high-technology products and companies areogpately considered sources of
high risk (Shanklin and Ryann, 1987). Investmears made only when the start-up
technology company is able to build sufficient édoddy regardless of the expectations
for fast growth and high returns. The value of fingt customer reference is essential in
attaining the necessary credibility to produce ttmosthy market messages. This
statement is also supported by the fact that tbee@sing complexity of products creates
barriers for customer adaptation of the new teabg(Sheth and Ram, 1987).

The partnership theory emphasizes the role of teng- cooperation, open and honest
relationships, and mutual commitment (Keough, 198Bgkman, 1988; Asmus and
Griffin, 1993). If the seller is able to build anclltivate such partnership-based
relationships with the customers, then the chamtesuccess with the first customer
reference are enhanced. If the existing cooperasodeeper and longer, it is more



difficult to intervene in its arrangements. Thukg ttendency towards longer term
cooperation, especially in high-technology indestyi can hinder competition. New
players might find it hard to break the existintatenships.

Many managers of start-up technology companies tendconcentrate on solving
technological problems at the expense of produatngercialization (Freel, 1998). A
successful first customer reference requires wadliticed management in the company.
Prospects may not be identified if the managerassdoo much on technical issues. In
addition, according to a recent research studyostirhalf of the start-up companies
investigated report that they had problems withketng (Huang and Brown, 1999). It
has been reported that the failure rate of stateuppanies often exceeds 50% in the first
eight years of business (Bygrave, 1997). In addjticeonidoy and Katsikeas (1996)
argued that market information can be accessellaerestsily nor inexpensively.

The basic descriptive framework is planned to descstart-up technology companies’
entry to the market illustrated above by using fing customer reference. The basic
descriptive framework is formed from a process asldted factors. The conceptual
description thereof is shown in Figure 1 and Tdbl&he process that leads to utilization
of the customer reference for the benefit of bussnean be divided into three main
periods: the first one is finding the first customeeference; the second one is
implementing the start-up technology company’s pobdor the first reference customer,
and the third one is using the first customer exfee for building the business. This
periodization (Jessop 1990) was done to deternfieandependent factors i.e. outputs,
which are the finding of a first customer refergnseccessfully exploiting it and

expanding the business through its good offices.

Period 1: Period 2: Period 3:
Finding the first Implementing the Expanding the
reference customer systems for the first business with the helg
reference customer of the first customer
reference

Figure 1. Theprocessfor the use of thefirst customer reference

The basic descriptive framework on ‘the use offtrs¢ customer reference’ consists of
five factors, which affect different periods. Ttaefors are as follows:



Table 1: Factors, their function and therelated period

Factors Function Period

Social capital Needed for finding the firsPeriod 1
customer reference

Entrepreneur’s background Needed in implementieg #eriod 2
product for the first
reference customer

Reference customer’s Needed in entering thePeriod 2 and period 3
commitment market and in implementin
the product

Learning the experimental | Needed in entering thePeriod 3

knowledge market
Marketing values of the firstNeeded in entering thePeriod 3
reference customer market

The phenomena surrounding the use of the firstooust reference form a multivariate
system. In empirical research, these variablesesgmt the operational measurement of
the real-world systems concepts. Appropriate mamage of the different variables at
different times is required in order to build thestf customer reference from a customer
case. The basic descriptive framework was creatédtested with a limited number of
samples in previous studies. One of the reseansliest showed that the selected
variables explained 70% of the growth in Thai safv technology companies
(Ruokolainen, 2004).

Overview of the variables of the basic descriptikemework
Social capital in finding the first customer refece

One way for a start-up technology company to opestamers’ doors is to use existing
contacts and other associations between peopleosgghizations i.e. social capital.
Institutional theory seems to emphasize the rolérudt as an essential part of social
capital (e.g. Fukuyama, 1995; Putnam, 1993). Itatao be assumed that those who have
a relationship of trust with a customer may haveter chance of succeeding in entering
a market. Several researchers have identifiedalleeof social capital in setting up a start-
up company (Aldrich and Zimmer, 1986; Otsgaard Rintky, 1994). Start-up companies
can use the existing contacts of the owners to @nstomers or get venture capital
(Birley, 1995; Eisenhardt and Schoonhoven, 199&tudlly, Granovetter (1985) and
Block (1990) argue that market activities are endeedin social relationships. Despite
extensive research on social capital DavidssonHamgig (2003) still remark that the
knowledge of the processes of exploiting socialtedfs somewhat limited.

Social capital, which includes the informal consact the new entrepreneur, seems to be
an important asset when setting up a start-up tdogy company. First customers are
typically found through old friends, friends of drids, family ties, colleagues, ex-



employers, and other informal social channels (Risgken, 2005). Granovetter (1973)
illustrates this in his work, in which he identdi@ similar role of informal contacts in the
USA labour market. The next job was usually nonfbdlirectly through close friends or
family ties but rather through the friends of frilsnand colleagues of colleagues etc. The
pre-existing social contacts seem to be essernsal ia building and preserving the
success of the first customer reference.

The technology market seldom pulls products oft4tartechnology companies and
technology entrepreneurs rarely have knowledgeam to push their products into the
open market. The option left for the entreprenesit® use their previous contacts with
the potential customers. Almost half of the smalleeprises investigated have reported
that they have had major problems with marketingaity and Brown, 1999) including
how to carry out promotions and how to execute mtar&searches. Dodge (1994) also
reports that start-up companies frequently encoupteblems with financing and
financial management. This can also be partly altes facing difficulties in sales and
marketing. Ruokolainen and Igel (2004) argue thatt-sip technology companies have
problems in finding the first customer referencanirthe open market. This statement is
also supported by the fact that Shanklin and Ry@r887) report skepticism in the
technology market. This means that it is hard fwmplayers to enter the market. Many
of the Thai start-up software technology compasesm to overcome the problems by
using their social capital: 70% of the start-up pames have had previous contacts with
their first reference customers (Ruokolainen, 2005)

Experimental knowledge developed from the firstazusr reference

The first customer reference can include a remaekkdarning opportunity. A start-up
technology company can learn essential knowledgm fthe first customer reference
with regard to the development of the businesstt-8fa technology companies have
reported that they use the first customer referdaceirther develop the product, find
arguments for sales and marketing, learn projeitis sknd study the business logic in
their industry (Ruokolainen and Igel, 2004). Jolmenand Vahlne (1977) have studied
companies entering a foreign market. They also asiph the role of experimental
knowledge gained through practical cases by settingperations. A good example of a
practical case is building the first customer refiee.

Nearly half of the start-up software companies isildn Thailand had used the first
reference to test their technology (RuokolainerQ320However, such companies have
had a lower growth rate than other start-up so#warchnology companies. Using the
first customer reference as the basis for a sapsr@ent seems to be infrequent. When
this strategy was used by start-up software tedygyotompanies in the Thai sample, it
turned out to be successful. Learning the projkitissand the business logic, which are
needed for building a software package, did notehastatistically significant correlation
with growth. The first customer reference is impattnot only for testing the product
technology, but also for verifying the business ecaSuch a concept includes
understanding the business case behind the prattloting sales arguments, support
functions and the readiness to solve the custonpeoislems. This approach is supported



by Gummesson’s (1987) multi-headed customer ardrsabncept, which emphasizes
multi-level contacts between sellers and buyers ifteraction approach (Hakansson,
1982) also highlights the importance of the rel&lips between companies instead of
focusing on single transactions.

First reference customer’'s commitment to the bissid the start-up technology
company

Traditionally, it is believed that competition atite principle of arms-length distance in
buyer-seller relationships help get the lowest yrias well as the best delivery and
quality terms for the buyer (Spekman, 1988). Howgewehigh technologies and complex
product systems, long-term cooperation between bilnger and seller is necessary.
Intensive cooperation and open knowledge sharingfien needed right from the
research and development phase. The buyer needsotit@uous cooperation of the
seller in installing, operating, and maintainingamplex high-technology product. The
partnership theory (Keough, 1993; Spekman, 1988muss and Griffin, 1993)
emphasizes the importance of long-term cooperatonppen relationship and mutual
commitment. The consequences of not having an omationship and mutual
commitment have been addressed in the literatusevaral ways:

1. Disputes over intellectual property rights of timstfreference are not rare (Bruce
et al, 1995). Smaller companies have gone bankmln@n they have lost the
intellectual property rights to their new produas new technologies. The
financial resources of a small company can be ddawhen the company is
forced to defend these rights in legal proceedinggardless of which party is
legally right. An essential precondition for a sessful first customer reference is
that the intellectual property rights are propengnaged

2. There are also partly contradictory research resatincerning the impact of
customer involvement in the research and developmetess of the company.
Companies can benefit from the lead-user methogdldgrstatt and von Hippel,
1992), in which research and development are deredose cooperation with a
lead-user. Lead-user means the pilot customerfosére new product or service.
However, it has been noted that in research aneldgwent, heavy customer
involvement imposes a danger that the innovatiene$ research and
development can suffer (Bidault and Cummings, 19843ome cases, a company
developing a new product has ultimately lost ittejpendence and ended up being
a research and development subcontractor to itsroes.

According to Johanson and Vahlne (1977) the conggardommitment to the foreign

market is dependent on two factors, the amount esources and the degree of
commitment, which are dependent on specializing ispecific market. The start-up
technology companies’ commitment to the local miiketerms of resources can be
narrow. However, the degree of commitment can gh Hue to the need to specialize in
a narrow market sector. Johanson’s and Vahlnew wf the commitment is one-sided:



they do not take into account the customers’ comueritt to the business of the supplier
as highlighted by the partnership theory.

The anticipated benefits of a first customer refeeecan be attained only if the customer
is willing to invest in the cooperation and showffisiently strong commitment. It seems
that, in practice, building the necessary commitinegriails the customer paying for part
of the development costs. On the other hand, thesl Her clear contracts must be
emphasized when the costs of product developmenslaared. An agreement on the
ownership of the intellectual property rights shiblde drawn up by the partners in
advance when a common understanding prevails -wheh conflicting perceptions of
the ownership rights have already started to emerge

Background of the entrepreneur

The background of the start-up entrepreneur isciofawhich is assumed to have an
effect on the company’s success. The implicatiohsamious types of entrepreneurial

backgrounds have been widely investigated in ttezaliure. For example, Freeser and
Willard (1990) state that those start-up compamibese products are related to the last
company an entrepreneur worked for before stattingr her present company tend to
grow faster.

In the case of start-up software technology congmm Thailand, most of the new
entrepreneurs had a deep understanding of the dlegynof their company based on
their previous work experience. They usually hagk lexperience in management and
marketing. Freel (1998) states that technical endéreeurs tend to concentrate on the
technical aspects at the expense of commerciaizatit can be argued that the
background of an entrepreneur can help or hindpiementation of the first customer
reference. Some of the Thai entrepreneurs of gpartechnology companies had
international experience from Siemens, IBM, and resoft. However, Ruokolainen
(2005) was unable to find support for the idea thadrking experience in big
international enterprises means success for tteeirigp companies.

The findings from Thailand support the hypothedmttthe better educated the
entrepreneur, the higher the growth of his or he&rtsip software company

(Ruokolainen, 2005). Contradictory results haveo dsen reported in research studies
(Maes, 2001). Johanson and Vahlne (1977) called kit@wvledge gained through

education ‘objective knowledge’. They consider tkaowledge gained through

experimentation more important in the internatigaion process than objective

knowledge.

The market value of the first reference customer

Beard and Easingwood (1996) prefer large compawoiesnall companies as reference
customers. The assumption is that potential custoffired large companies as reference
customers more convincing than small ones. Thidilsiléy of the reference customer

can be called ‘the market value of the referencgorner’. Other features might also



increase the market value of the reference custsowr as age or business sector. It was
assumed that if the first reference customer opdrat the key industrial cluster of the
country, the start-up technology company providthg product would grow faster.
According to recent research studies in Thai starsoftware technology companies, the
market value of the first reference customer dagsarrelate with the growth of a start-
up software technology company (Ruokolainen, 20@&cording to the same study,
together with the other variables in a regressioalysis, the key industrial cluster
explains nearly 70% (adjusted R square) of growth.

METHODOLOGY

Yin (1994) and Eisenhardt (1989) have describedetail the use of case study research
in management inquiry. This present work is an etdbd case study (Yin, 1994), with
two levels of analysis units: the company and ustamer cases. Yin introduced three
different dominant modes of analysis for case sdin this present research, pattern-
matching logic and time-series analyses were u3é@. idea was to compare the
observed patterns with those introduced by thechdescriptive framework. Each case
was analyzed and then a cross-case analysis wasdoaut over the time horizon.

The longitudinal single case study is also usedsfadying the iterative phenomena of
the start-up technology companies’ entry into thexkat by following-up the iteration of
the factors in the time horizon from one case wtlagr. The nature of the phenomenon in
this present research is contingent teleologicalnbounded design or contingent
teleology occurs when the end-state is not spedlfigpredetermined, but rather is the
result of selection of one from among several abdd alternatives (Ayla, 1970). The
construction of a customer reference aims at magkéty, which can fail or succeed.
Holmlund (1977) writes that the relationship mamaget as it happens during building a
customer reference can be divided into sequencesfiather into episodes and acts.
Similar to Uppsala Model (Johansson and Valhne/1@&7can be stated that the present
state of acts, episodes and sequences affectotisecof following acts, episodes and
sequences. In addition to the current state ofsystem investigated in this present
research the goals set for the company affect ¢hiers planned to be taken in order to
reach the goals. The goal can be described by pestconditions and the starting state
can be described by a set of preconditions. Thetheaf the period of the longitudinal
case allows the real sequence of events to bewetloin order to find out how the
variables iterated from case-to-case toward thé goa

The above approach can be formalized by using progning theory (Gries, 1983).
According to programming theory programs can besgmged by using the following
notation {Q}S{R} where Q and R are predicates and & program. The notation has the
following interpretation: “Completion of S startg batisfying Q and ends by satisfying R
in a finite amount of time.” Q represents a pralibon for starting the program, and R
represents a postcondition that must be satisGeelxiting the program. In this present
research, S can consist of completing one or mogomer cases, in which each
customer case represents one iteration step, 3indpthe completion of S’ the related
factors might be altered and thus the state ofsysem also changes during each
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iteration step. It can be proposed that the mmafQ}S{R} provides a structure for
presenting the results of an iterative phenomeiide. notation does not indicate if the
iteration is deterministic or heuristic.

The case company was chosen because the compamy ifonecessary to change its
business direction three times before the busittedsoff. For each new start, it needed a
new first customer reference. From the longitudinate study point of view, the
sequential changes of business direction providan@ortant opportunity to follow the
evolution of the variables from case-to-case. Tdikected information contributes to this
present research by giving an overview of the evegiaiting to three different customer
cases, and how the company has grown since. Hatife dhree sequential customer
cases represents an attempt to build the firsbomest reference.

The history of the case company includes infornmatiating from its birth in the mid-
1980s until 2004. Researchers from the Asian Ulistibf Technology and Helsinki
University of Technology first gathered informaticglating to the case company, T.J.S.
Consultants Co., Ltd, in the mid-1990s as part darge survey on Thai technology
companies. A follow-up study was conducted in #te 1990s.

The author of this present study interviewed thieegmeneur for the first time in 2000 in
the premises of the Software Park Thailand. In ot@eomplete the history of the events
leading up to getting the first customer referernite entrepreneur was interviewed
several times during 2003 and 2004. The entrepreadsa lectured on the history of her
company in a course at an Asian university in 200% entrepreneur discussed openly
about the difficulties and problems she had facedraentrepreneur. This was recognized
and appreciated by the researchers and her studentthe interviews with the
entrepreneur the constructed story of the case aoynpvas reviewed in order to
complete the picture. The entrepreneur was alsooapped by email to solve questions
that occurred whilst writing the research. So agjam a better understanding of the
meaning of the customer reference, one of the paterustomers was also interviewed.
In addition, the case company specific reportshef @arlier surveys were available for
this present research. All the material collecseath as marketing brochures, www-pages
and reference customer lists were also very helfiultracking the events of the
company and their sequence.

Table2: Date and place of theinterviews

I nterviewee Date Place

Managing Director 19.7.2000 In the premises of \Bafe park
Managing Director 16.7.2001 At Asian Institute Gfchnology
Human Resource manager 3.1.2002 In the customer’s office

of the potential customer

Managing Director 7.6.2002 In the office of these@ompany
Managing Director 7.1.2003 In the office of theeeasmpany
Managing Director 28.9.2004 In the office of tlese company
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Material was also collected for writing a teachoage study (Ruokolainest al., 2005)

of the case company including recent balance shstitsis of current competitors, staff
interviews, and the potential next customer. Thecheng case material was tested in
several courses with technology entrepreneurs aBdh Mtudents approached by an
Asian university. The students used the materiaeweral lessons to evaluate the story
from the venture capitalist’'s perspective. The tjoas asked by students were discussed
first in the lessons and then in meetings withahteepreneur. The case study material, as
well as the earlier version of this present papexrs pre-checked by the entrepreneur.
This present research study only focuses on gettimgy first customer reference.
Therefore, not all the collected materials arevahe from this case study’s point of view.
However, it is believed that going through the dmgtof the case company in different
situations and points of time with the help of frevious research records didn’t leave
much space for preconception. The entrepreneuteotase company did not regard her
business as successful at the time of the intesriewHowever, she preferred her
entrepreneurial independence to working in an pntsr as an employee.

Based on the previous facts the data collected fitmencase company for this present
single longitudinal research was considered va&iaht rather rare.

CASE DATA
Background of the case company

The case company, T.J.S. Consultants Co., Ltd, feaeded in the mid-1980s in
Thailand. It has produced complex software systemBuman resource management for
companies operating in Thailand since the beginointpe 1990s. In the start-up phase,
the company was looking for a focus in its busin@sgarrying out three different ‘first
customer reference cases’ one after the otherdd#ferbusiness took off. In other words,
three cases of trying to build the first customeference are studied in this single
longitudinal case study. The case company spene rti@n five years getting started.
These three cases are introduced in the followaatyens.

The entrepreneur has a doctoral degree in mechamgineering from the USA. She
worked as a programmer and software designer fontmnational oil company and
afterwards as the head of department in anothepanynbefore setting up her own.

The first customer case

The first customer of the case company was ondefldrgest pig farms in Thailand,
owned by the entrepreneur’s good friend with whdra bad often been in contact since
school. This friend and customer had connectiorth wiajor players in the pig rearing
industry. From the entrepreneur’s point of viewg tase looked to be a good opportunity
to develop a software product for managing pig &and for devising feeding plans for

pigs.
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The idea of the software package was conceiveddandloped together with the first
reference customer. The focus of the joint develmmwas on determining the

specifications and figuring out the business lofpc the pig feeding system and
implementing it. The first customer was willingdot as a test site, thus helping to verify
the functionality of the new software. The entre@ contacted a professor at a local
university to get a better understanding of thanopin feeding process. The software
package was finalized with contributions from afl the parties involved, without

considering the question of ownership of the iewlial property rights. The

entrepreneur commented that her team learned mboht ehow to build software

systems.

The case company, T.J.S. Consultants Co., Ltdffetbcal university together arranged
a seminar and an exhibition for pig farmers intr@dg the opportunities offered by the
new technology. In the seminar, the new softwarekpge and the first reference
customer’s experiences with the new system wergepted to the pig rearing industry as
a success case. The price of the package was eagichodest by potential customers.
The development cost of the software product was pathe case company.

It soon turned out that only large pig farms warttedse the software product offered by
the case company. Small and medium-sized farmsipeef to use software packages
distributed free of charge by pharmaceutical congsanPharmaceutical companies
delivered their software products to farms to supploeir sales. However, large pig
farms did not want to become dependent on one @wautical supplier. Therefore, they
were interested in using software products providgd an independent software
company. Taking into account the modest pricinghef new software package and the
low number of large pig farms in Thailand, it wdear that the anticipated business
could not be profitable.

As the home market could not generate enough reyeha case company attempted to
export the software product to a neighboring coun#n agent, a local software
company, was found to help in this endeavour. Bitnare packages were sold, and then
the agent suddenly disappeared. All subsequent®ttocontact the agent firm failed.

Although the software product was developed andlempnted successfully, the
attempts to make revenue from selling the softwarpig farms ended in failure. The
entrepreneur felt afterwards that the work donéhat time was valuable, although the
project itself failed. During this initial businessage, the entrepreneur and her team
gained valuable experience about markets.

The second customer case

After the first case, which failed to introduce enproduct to the market, the business
idea of the case company, T.J.S. Consultants Qd,, Was to provide customized
software development services for mainframe comput®ne of the ideas of the
entrepreneur was to become a subcontractor fog éobal company via IBM. The first
contact with IBM was earlier made through the gmeaeur’s student colleague, who
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asked her to make a presentation of the case compahS. Consulting, for IBM in
Thailand.

One of the main Thai car part manufacturers hadacted IBM to get a quote for a

management information software system. IBM askexddase company, among other
potential providers, to tender for a Human ResolMemagement system, which was a
part of the total delivery package. IBM had fourwhtt standard overseas software
packages were not compliant with the complicatedi Thbor and tax legislation. The

HRMS would be a large software package, includingdates for managing the

recruitment, payroll, appraisal, and many othecfioms of the company.

The entrepreneur got invaluable help from a frigrw joined her company to prepare
the offer. This friend had experience preparingppsals for large projects in an
international accounting company. The case compenty the contract to produce the
Human Resource Management System as a subconttact®M at a fixed price.
Although IBM subcontracted the systems from theeaasmpany, IBM’s role was more
or less that of an intermediary: the case compaay elearly responsible for delivering
the required system to the customer and it deadicdy with the customer in matters
concerning the system’s delivery and developmentisT the primary customer from the
case company's perspective was the car part manuéac although some of the
requirements came from IBM.

Development of the software package turned outetanbre difficult than anticipated.
The entrepreneur had no prior experience in magagoftware development and a
project of this size. In addition, IBM required tbase company to use documentation
and project management practices, with which thiepreneur and her team were
unfamiliar. The project was delayed by about oreerye

The end customer, the car part manufacturing compalso introduced requirements,

which had not been included in the original speation. According to the entrepreneur,

another reason for the delay was that the projest ever-staffed and the employees of
the case company were too inexperienced with ttlentdogy used in the project. The

company had hired six new employees just befor@tbect. The entrepreneur was busy
managing the projects and teaching new employedshanefore did not have much time

to spend on commercial aspects.

Despite the delays, the case company was able deessfully develop the software
product. The end customer applied the new softwaits operations for four years and
was satisfied with its performance. The entrepresemmented: “You could say that the
company was my first reference in software develepnservice for a large computer
system.” The entrepreneur felt that it proved Halitg to build large computer systems
for customers, at least to herself.

Despite the customer’s satisfaction, T.J.S. CoastdtCo., Ltd had lost about 5 million
baht on the project. This sum was more than twieeinitial capital of the company.
After intense negotiations with the entrepreneBiM lagreed to cover part of the losses
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arising from implementation of the additional regumments demanded by the end
customer. IBM paid 1.2 million baht on top of thegmal contract. The case company
was saved from bankruptcy by M-Group Holding Compamhich was co-opted and
invested 10 million baht.

The third customer case

The M-Group investment enabled the case compankSTConsultants Co., Ltd, to
develop a new product. This was a commercial soévpackage, based on the software
delivered to the car part manufacturer as an outoointhe joint project with IBM.

When this first customer found out that the casepany was developing a commercial
software package from the original software, ittected the entrepreneur through IBM
and accused it of violating its Intellectual PrdgeRights. However, the COBOL
programming language that had been used in thénaligoftware was replaced by a
newer software package, Progress, a 4th genenatagramming language. A different
platform and a different database were used. Thexeit was not easy to prove the
accusations.

This first reference customer, the car part martufac, stopped all cooperation with the
case company and started buying maintenance serfvar@ another company. The case
company ended up not only losing its first custgrbet also its first customer reference
even though the customer was successfully usingbeéuct. The case company again
needed a first customer reference.

In the old research files at the Asian InstituteTethnology, there is the record of the
entrepreneur’s interview made at the beginninghef 1990s. The entrepreneur told of
having major problems with marketing and findingtaumers. She had just lost her first
customer reference, the customer of the second eesk was searching for a new
customer reference from the open market. Even @82the entrepreneur can recall that
it was very hard to find a new first customer refere for the revised Human Resource
Management System software package. She had a tibmgh convincing potential
customers of the ability of her team to implememd &0 maintain the revised Human
Resource Management system and the advantageis siyftem. She also had difficulty
in persuading potential customers that the syste® meally worth the price they were
being asked to pay. In other words, she had tonputh effort into developing sales
arguments to convince customers of the benefiteeosystem while she was not able to
use the reference openly.

Eventually a large, well-known Thai constructionmgmany was found after an extensive
search. They were interested in the Human Resddatggement System, but the price
of the software package had to be cut by about B&fdre the case company was able to
close the deal. The customer project went quiteosity without major snags with the
help of the knowledge gained from the previous aust project with the car part
manufacturing company in the second case, andrtigespent in becoming familiar with
the new technology. The construction company waslyé¢o act as the first reference
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customer. The entrepreneur said: “After we goffits¢ reference customer, we were able
to sell our package to other customers more easiige felt that the first customer

reference had given credibility to her company #rat potential customers’ trust in her
team had increased.

Growth after gaining the first customer reference

Since finalizing the first real customer referemrc&993, the company has grown steadily
as Figure 2 demonstrates.
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Figure 2. Number of customers of T.J.S. Consultants Co., Ltd since 1993

The number of customers for the Human Resource §anant System software product
of the case company steadily increased to 20 ir6.199 the beginning, customers
required plenty of system modifications to fit thepecific needs. Later, the system was
developed as a set of standard modules to minifiezeneed for customer specific
modifications. The company has since concentrategroviding this software product
and offering implementation services. The salethefcase company, T.J.S. Consultants
Co., Ltd, reached 30 million baht, which is ab@u6 million euros, in 2004.

The rapid development in computers and softwarent@logy enabled the case company
to introduce new versions of its software proddtte old version of the product, based
on a character-based user interface, was reprogednmm1996 in order to implement a
graphic user interface. The latest version, whiels wtroduced in 2003, included a www
support feature based on Oracle’s technology.
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Currently, the case company uses its customeremies extensively. For example,
customers’ comments are included in the company&sketing material. The case
company has around fifty important reference custsmaccording to its marketing
material. The list includes companies that havenbmestomers since the post start-up
phase.

The important thing about customer referencesasttiey add credibility to the company
as a whole, not just to a specific product of thenpany. This was illustrated by one of
the potential customers. The potential custometuated the vendors of a new human
resource management system. Selection criteria waassified into categories
concerning product and price, experience and skilisl customer references. The case
company and its rivals used their customer referengot only to substantiate the
functionality and business benefits of their pradubut also to provide evidence of their
experience, existence of right skills and abiltytake care of relationships. The number
and size of the completed projects were also useddimparing the vendors. The size of
the reference customers was not highlighted. Siheeproducts of the companies were
similar the real criteria for selecting a vendorevaon product-related.

The case company also uses existing referencencestdo promote newer versions of
the product, to get short-listed by potential costes as the above example shows and as
a way of keeping in touch with them. Customer mfiees are collected to support the
marketing effort. One is left in no doubt of thpurpose, when one sees the number of
customer testimonials on the company website, asfallowing quotation illustrates:
"Judging by the number of customer references enatbbsite, which are all from large
companies, the company must be quite something.”

LESSONSLEARNED

All three cases demonstrate the use of factorsingléo the basic descriptive framework.
The benefit of the longitudinal approach is tha tteration of related variables can be
followed over a long period. The development of fibkowing factors, in particular, is
followed from case-to-case: how social capital befjet the first customer reference;
what the focus of learning was in the customer sasew the entrepreneur’s experience,
skills and background evolved; and how the commitnoé the customer changed. The
market value of the reference customer is alsoudssd. The case-variable matrix in
Table 3 gives the overview of the evolvement ofwthegables in the time horizon.

The meaning of social capital according to the lahglinal case study

The initial contacts with the customers were cre@dheough different social channels in
the first two cases. In the first case, the contat an old school friend. The contact was
essential in getting this customer case. In thersgcase, a student colleague helped the
entrepreneur establish the business contact. latssmbe assumed that the contact was
critical. The two cases demonstrate well the béméfthe social capital highlighted by
several scholars, for example, by Birley (1995) d&ydEisenhardt and Schoonhoven
(1996). The meaning of social capital is also welinonstrated in the third case. The first
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customer reference of the second case was logharfdst customer reference had to be
found again on the open market, which turned outadifficult as was reported by a
survey carried out by researchers from an Asian anf8uropean University in the

beginning of the 1990s. The entrepreneur also wuoefl that finding the new first

customer reference was difficult: she did not hdve right contacts or a customer
reference.

After successful implementation of the third cabe, next customers were more easily
found. The entrepreneur also stated that custornendidence in her team increased. The
history of the case company clearly demonstratesintportance of social capital in

acquiring customers in the initial phase of thetaip technology company, but it also

clearly demonstrates the decrease in the needrémioos contacts for next potential

customers after getting the first reference customBhe reason why social capital is
unimportant for getting customers in the later glsasould be that the work done for the
first customer reference starts to speak for itdbé potential customers can visit the
reference site and can listen to the referenceomest’ experiences (Salminen and
Moller, 2004).

Maturing through learning — objective versus exparental knowledge

None of the three first customer reference casetude elements in which the
entrepreneur could have used her primary objeckv®wledge in mechanical
engineering. It can be argued that in this respente of the cases represented an optimal
first customer reference. The entrepreneur hadodust development background. She
understood how to work systematically towards amesobjective. The knowledge and
experience gained from working for an oil compasyaaprogrammer had helped her
produce and implement the software packages thraé cases.

The entrepreneur felt that the first case demotestrénat she knew least about marketing
and selling. She did not know how to develop effecsales arguments. The arguments
should have been tested early on in the developmwerit in order to find the sales
arguments which would have made sense to the m#&hipal customers. The customer
of the third embedded case was found from the oparket after putting an effort into
sales activities. The company learned sales argisnagrd how to use them to look for a
new potential customer case.

The second case showed her that she did not knouwghrabout managing large projects
and product management before the case. She lbarmecessary project management
skills whilst carrying out the projects. The entepeur also felt that the case company
did not have enough technical knowledge. She hditéonew inexperienced staff for the
second case. The first two cases were used byothpany to learn major skills relating
to technology including system definition skillsh& project of the second case was
delayed because of the lack of the requisite skillsntioned previously. It can be
assumed that if the case company had few techsliiés and the project was delayed,
customer dissatisfaction increased because of that.
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The most remarkable thing from the case compangmtpof view was that the
entrepreneur learnt with the help of the first wases to transform the case company into
a company which could develop and deliver humaowee management systems. This
longitudinal case study shows how the entreprensucceeded in accumulating
knowledge from the cases over the follow-up period.

The basic descriptive framework states that starteompanies should focus on
developing sales arguments and avoid testing tfentdogies with the help of the first

customer reference. All three cases demonstratefteet of the combination of these

two variables. In the third case, the focus wasfinding the sales arguments in a
situation where the technology expertise was aval lthat caused no major problems. In
the previous two cases, one or both of these wéssimy. Johansson and Valhne (1977)
emphasises the importance of experimental markewlatge which can be used to
perceive concrete opportunities. They also stagt thspecially in the marketing of

complex and software-intensive products, experialemowledge is crucial.”

This present case study also demonstrates how tisndss knowledge of the
entrepreneur has developed since starting the agynp@he case also demonstrates the
role of objective and experimental knowledge, bothwhich are needed: Objective
knowledge and previous work experience are needémd starting to enter the market.
The experimental knowledge learned through cust@ages is needed to gain the market
specific knowledge relating to the product.

The commitment of the first reference customer

The commitment of the customers varied from caseage. In the first and third cases,
the customers were committed to the success ofake company in different ways. In
the first case, the commitment happened mainlyugnofriendship, but also through
paying part of the development cost, and in thedtltase, mutual commitment was
achieved by sharing the costs. In the second dhsecustomer's commitment was
lacking: the development costs were paid by theéooosr and the customer might have
felt that it owned the intellectual property riglatsthe product and that was surely not in
the interests of the case company. The case contpahyo close contact working for
the customer who would defend the interests of dhge company. The three cases
demonstrate on one hand the consequence of thédmh approach of the customer, but
on the other hand the importance of customer comenit from the start-up company’s
perspective. Similar consequences, as reportéudrstudy, of the both approaches are
reviewed in the literature (Spekman, 1989; Keoudi93).

In the second case, the approach of the custonaelyrmaused the failure of the project
and insolvency of the case company. The custony@oaphed the case company in the
traditional way in order to gain significant benefiThe customer had no interest in
helping the case company survive. This was provedmnmhe customer stated that it
owned the intellectual property rights.
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The market value of the reference customer

In all three embedded cases, the customers weye, lastablished enterprises. In the first
two cases, the customers belonged to the key indlustuster of Thailand. In the third
case the first real customer reference did not cloome the key Thai industrial cluster as
the framework proposes. It was thought that thas&tomers which operate in key
industrial clusters of the country might have valeaand competitive business practices
to teach the start-up technology company. Howewés,research was not able to clearly
support the statement of the importance of the etar&lue of the reference customer.

Having a large enterprise as a first referenceooust did not necessarily make it easier
to get further customers as was recommended bydBeat Easingwood (1988). On the
contrary, large enterprises are capable of ruitimgbusiness of the start-up technology
company if they so desire as the second custonser wgh the car part manufacturing
company nearly demonstrated. One of the entrepreriguThailand reported that it is
enough if the first reference customer is a smalhedium-sized company with a good
reputation. According to Wilkinsoret al. (2005) companies seek business partners
similar to themselves. There is a tendency fordaighpanies to select big companies for
their partners instead of small companies. Wilkmsmd Bernett (1987) illustrate this
well by referring to a small Australian exporteravstated that the company deliberately
sought smaller companies as distributors becaesestihyed on the same wavelength.

Describing iteration of the multivariate system

The purpose of the current research was to tesbdbe descriptive framework in the
light of the sequential cases. The longitudinalecstudy demonstrates how the variables
iterated from case-to-case towards the state irtlwthe business eventually took off.
This present research and the Uppsala Model (Joharsd Vahine, 1977) emphasize the
iterative nature of the companies’ entry to new kats. As was earlier postulated, the
description of the iteration can be built by usfoliowing the notation {Q}S{R}. In this
present research each customer case represente@i®n step, S’, and S represents
building the ability to enter the market throughear more sequential customer cases, in
other words, one or more iteration steps. Q repteg@econdition, which is needed to be
satisfied before starting the iteration. R représéime post-condition, which is needed to
be satisfied in order to exit the iteration. Whemrging out S the related variables and
resources can be altered as the end result of igaretion step, S’. In other words,
completion of a customer case can change the atdle system in question. Using the
classification as proposed the results of thisgresesearch can be illustrated as follows:

* The precondition, Q, to start the iteration processbuilding the first customer
references to support growth through one or sewrsiomer cases, consists of
the following elements: previous work experienced aducation are needed for
building the customer reference and the redevelopmiethe product if needed.
Previous work experience and education can becstatiables in the process, for
example, they were unchanged during the realizatid in this present research.
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Previous contacts to customers are emphasized ibypthsent research. The
contacts were needed for getting the potentia ¢ustomer reference.

» The necessary post-condition, R, for exiting tlegative process consists of the
following items: solid marketing and sales argureemte needed in order to get
subsequent customers; the focus should not bestingehe product technology
while building the first customer reference; and dtommitment of this customer
to the start-up technology company is also nee@eHder exit criteria may be
related to exhaustion of resources such as finamacid social capital. If no
resources are available then in most cases gaat®the achieved.

* Each iteration step, S’, can change the variabies the state of the system
through the fact that in each iteration round, mgithe completion of a customer
case, start-up technology companies can learn iexgetal knowledge, such as
sales arguments and technology related issues,m flee customer cases.
Resources are either gained or lost, and, therdfmrexample, before completing
a new customer case social and financial capitakiglly needed to be checked
before taking a new iteration step.

The precondition and post-condition concretizertfeaning and the role of the variables
of the basic descriptive frameworkome of the variables are needed for fulfiling the
precondition for starting carrying out S, while the others are needed for fulfilling the post-condition

in order to stop carrying out S. Table 3 illustrates the business taking off afletree post-
conditions were satisfied. There can be other ks which might affect business
success, but this present research proposes tlablesrstudied in combination can affect
success in entering the market. Gries (1983) presnosing the weakest precondition in
order to prove the rationale. Other preconditiomghtrensure the success of the program,
S, but the rationale behind the program carryingtlo iteration steps is hard to validate.
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Table 3: Pattern matching-matrix describing and comparing each iteration round

Variables /
Condition type

Case 1: 1986-...

Case 2:1988-...

Case 3: 1992-...

After: 1994-...

Longitudinal pattern
matching outcome:

Prior contacts with
the customer

Q: Precondition

The customer’s
company was owned
by a friend

A student colleague

No contacts: major

difficulties in finding the first

customer reference was
reported

Need to use previous
contacts for finding new
customers decreased

Finding the 1% customer
reference without social
capital was problematic

Education and
previous work
experience

Q: Precondition

PhD in Engineering,
work experience in
software engineering

PhD in Engineering,
work experience in
software engineering

PhD in Engineering, work
experience in software
engineering

PhD in Engineering,
work experience in
software engineering

In all of the cases the
implementations were
successful

Customers
belonging to a key
industrial sector

Q: Precondition

First reference
customer operated in
one of the key industry
clusters

First reference customer
operated in one of the
key industry clusters

First reference customer

didn’t operate in one of the

key industry clusters

Variety of business
sectors

No clear evidence of the
significance of the first
customer market value

Learning focus not
on technical skills:

R: Post-condition

Learning how to
develop technical
systems

Learning to use the
technology was one of
the major efforts of the
team

Technical competence was
already gained with help of

Case 2

Case 3 proved that the
basic competence
existed; new
technologies to be
learnt

In failed cases focus on
technology; accumulation
of technological knowledge
occurred.

Learning focus on
sales arguments:

R: Post-condition

Insufficient focus on
learning sales
arguments

Focus not on sales
arguments

Focus on sales arguments

— the need for developing

the sales arguments to get

Case 3

Sales arguments and
the references exist to
support sales
argumentation

In the last, successful
case, the focus on
developing sales arguments

Mutual commit-
ment through
sharing cost

R: Post-condition

Cost shared, customer
was committed due to
friendship, no issues
raised over IPRs

Cost not shared,
customer was not
committed, issues raised
over the IPRs

Cost shared, significant
discount was given,
customer committed, no
issues raised over the
IPRs

No major difficulties
except in exporting

In one failed case no
customer commitment

Cross variable
pattern matching
outcome:

Casel failed: two post-
conditions not fulfilled
(italic font)

Case 2 failed: three post-
conditions not fulfilled
(italic font)

Case 3 succeeded: all post-
cond. fulfilled; two precond.

not fulfilled; (italic font)

References, sales
arguments and skills in
place
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CONCLUSION AND DISCUSSION

While the conclusions of any case study researchbreaand often are limited for their external
validity due to the limited sample size, the casd@soduced here do point out potentially
contributory conclusions and future research topit® company case and the three embedded
cases demonstrate the basic descriptive framewogkactice. The previous contacts for the
customer are often needed in order to convincditsiereference customer. It is proposed that
the focus should not be on testing technology éf pimary intent is to use the first customer
reference to support the growth of the start-up mamy. Concentrating on developing sales
arguments, which are often the verified businesefis of the customer reference, can help get
further business. The start-up technology compdmoulsl also ensure the commitment of the
customer to its business, for example, no probleitts Intellectual Property Rights. Objective
knowledge and previous work experience are usuagded for creating the customer reference.
The successful use of the first customer referéoas a multivariate system, the practices of
which were described in the basic descriptive fraoré.

However, it can be concluded that the basic desegiframework only gives a limited view of
the start-up technology companies’ market entryis Tiresent research indicates that market
entry can also happen through several customes.chas@ractice this means that the identified
factors and variables should be divided into posiEitions and preconditions as has been done
in Table 3. Preconditions are to be met befordistathe iteration and post-conditions are to be
fulfilled before stopping the iteration. In order improve the basic descriptive framework the
following proposition could be made:

1. The start-up technology companies’ entnyo the market is a stochastic iterative
process, S, which satisfies preconditions, Q, post-conditionsR, and consists of
one or more iteration steps, S’. Activities ofitemation step can change the current
state and the next state depends on the curretg. sta

One problem with the basic descriptive frameworkthat it does not clearly highlight the
iterative accumulation of knowledge. For examplke ltlasic descriptive framework proposes that
the business knowledge provided by the key indalsttusters of the country could be useful.
The present research shows that the first two camdsl have provided the knowledge but not
the third case. If the prediction had been donedas the third case then it could have given
false results. This means that the status of thahlas should be followed-up over the iteration
steps. Actually this is interesting because it mse#imat the whole history of the start-up
technology company should be considered if it ial@ated. It also means that every customer
case, even failed ones, should be studied in dalsee if a start-up technology company has
acquired the necessary competencies. The buildirigeomarket entry could be analogical to
building a puzzle: pieces need to be in place leefioe picture is ready, but some of them can be
put in place in different order and at differentinte in time. In order to enlarge the basic
descriptive framework to be more dynamic this factbould be taken into account. The
following proposition can be set:
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2. In order to evaluate a start-up technology comparggpability to deliver, its whole
customer history is worthgf study includingfailed cases. This can mean that from
the competence marketing point of view there arefaiked customer cases if
experimental knowledge has been gained.

The problem with the iterative market entry is thatan take a long time. Each step can last
several years and it consumes resources that dinieugt technology company might have in

short supply. Further development could aim atimizing the number of iterations needed for

finding the right set-up of the factors. It seemmattif the company’s technological base is broad
and solid enough to support the customers’ proldeming, the focus on the implementations

could be on the generation of marketing and satgsnaents. It is also assumed that the
customers’ commitment would be in place. In ortdgpromote research, the following proposal

is made:

3. The number of iterations can be reduced by buildisglid and broad foundation of
technological know-how into a start-up technologgmpany before starting
completion of the customer cases and getting tretomers’ commitment to the
business of the start-up technology company.

An interesting market entry design point of viewthsit an entrepreneur could plan how many
steps he or she might need. One of the design p#eesncould be the amount of social capital
the entrepreneur has. And the other design paramaiéd be the knowledge which is needed to
be gained. A good example of the exhaustion ofasa@pital was the case in which the case
company had no suitable previous contacts leftgkiting the next customer after the second
customer case. A good example of using up the stbdkancial capital, which nearly caused

the company’s insolvency, occurred in the secorsk.cdhe problem with designing market

entry is that very seldom a customer can be pickean be a big effort for a start-up technology
company even to sell its product to one customer.

The basic descriptive framework has been develapddested by the past cases. In constructing
software or other high technology business baseith@mise of first reference customers, several
aspects must be taken into account beforehandeXammple, the lack of technological expertise
can be easily verified afterwards, but the problemow to measure adequacy beforehand. The
key question for entrepreneurs also is how theylkecaw if their social capital supports them
well enough to start their own business, for examiblit helps them to find their potential first
customer references. Potential avenues for fuesearch include testing and further developing
the basic descriptive framework with a view todfimg out how the first customer reference
cases should be designed and selected beforehaoctigve a successful outcome.

The idea of using an approach based on programstignce in order to study topic-related

business can be called construction of a busineggam. The cycle time of an iteration step in a
business program can last years or even decadegxé&mple, learning to use new sales
arguments can take years. It should also be enzgltathat a business program is stochastic
rather than deterministic by nature.
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Comparing the results with the aspects of networdkin

Network theory has been employed to explain theesg of the companies in business (for
example Ford et al, 2003; Hakansson and Snehot®).1%his longitudinal case study
demonstrates some of the three network paradoxéshwiave been presented by Ford and
Redwood (2005). The first paradox deals with wogkivithin existing relationships. It states that
a company’s relationships are the basis of its atfmer and development. This present study
points out that the longitudinal case company ugeds pre-existing network resources without
any success in entering the market. The first caatomer reference was found from the open
market based on direct sales work, which Thai endreeurs tend to call foot work, instead of
using previous contacts. However, the two firstaoeer cases, which were gained with the help
of the previous contacts, provide opportunitiegao experimental knowledge, which could not
have been otherwise available. The first netwonagax also states that the company may also
tie to its current way of operating and changesaiboccur. It could be argued that the acts of
the customer of the second case were aimed atrgnegehis change to happen.

The second network paradox states (Ford and Redva@@b): “A company’s relationships are
the outcome of its own decisions and actions; lreitcompany itself is equally the outcome of its
relationship and what has happened within themis Haradox can be demonstrated by the
second customer case. The start-up company witlietintechnology knowledge was in a
situation in which it had to take a risk and tortstaproject with a challenging customer. The
consequences of the limited technology knowledgkthe attitude of the customer were that the
longitudinal case company nearly faced insolvengy t the measures taken by the customer.

The third paradox can also be illustrated by thmesa@ustomer case. According to Ford and
Redwood (2005) the third paradox states that tmepemies try to control the network but the
more they control the less innovative the netwarkn the second case the customer tried to get
the Intellectual Property Rights of the productsl @ause the bankruptcy of the company. The
dead company does not really innovate. Howevet, daa be the purpose sometime. In other
words, the customer’s business case could incleteng ownership of Intellectual Property
Rights of its supplier for a reason or another.

Ford and Redwood (2005) propose that a new busiohess not start with a blank sheet. The
embedded cases of this present research illustratt¢he pre-existing network can help the start-
up technology company in some extent. In additibis research proposes that the previous
contacts can be viewed as resources, which casdzeup. The question is if the companies can
transfer the employment of the pre-existing netwiorksomething valuable that can be used for
starting business as this case study demonstrates.
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Managerial Implications

The first implication is that awareness of the ¢tsppresented in this paper should be increased
among software and other start-up technology comepand especially among those that can be
identified as reference-driven start-up technologgnpanies. Awareness can be built up through
education. Huang and Brown (1999) write that thare clearly opportunities for market
programs and courses to educate the entreprenéwssal enterprises. The present author
supports the statement of the scholars above.

Another key implication is that software and otk&art-up technology companies should focus
on solid technological expertise before startinghwihe first customer reference in order to be
able to respond to problems raised by the custoiif@s and earlier research (Ruokolainen,
2005) demonstrate the effect of forgetting the tgyeent of sales arguments and putting too
much effort into learning and testing technologgustomer cases.

Not all possible problems concerning initial comaigr products can be predicted and they can
be hard to avoid. The recommendation is that ventapital financing should be employed to
increase the maturity of start-up technology comgmmstead of rushing to design the product.
The funding can also be used to boost social dafiiea relationship-building capabilities of the
entrepreneurs and to improve the entrepreneursilaime of commercial and marketing skills.
The recommendation is to assess the maturity otablenological knowledge, the strength of
social capital, and usability of the sales and ratanky arguments from time to time.

According to Johanson and Vahlne (1977) lack ofwkedge is one of the main obstacles of
internalization. Knowledge can be divided into twlasses i.e. objective and experimental
knowledge. Objective knowledge is gained througlucatlon and experimental knowledge
through personal experience. Johanson and Vahin¢hat market-specific knowledge can be
gained mainly through experience in the marketthrdefore this experimental knowledge is not
generally easily available. In my point of view,skd on this research, the same can be said for
market entry of start-up technology companies. Withlearning, in other words, without
gaining experimental knowledge the iteration towgamthrket breakthrough might never reach a
successful conclusion. Therefore, it is recommenbdatistart-up technology companies use their
first customer cases for learning especially alboartket-related questions.

One interesting observation was that in severas#se Thai entrepreneurs emphasized the role
of their software start-up company in developing aninging technology-related new business
practices to their customers in the long run. A& beginning, small start-up companies learn
business knowledge from their customers througlctistomer cases. The start-up company can
be seen as a centre for gathering, developing, amadimulating knowledge coming from
different sources including customers and transfgrthe knowledge to sellable systems or
products. In the long run, start-up companies ¢sm disseminate new business knowledge back
to the industry. This role change can be calledrketéng and selling maturation of the start-up
company’. Customers should regard partnerships svithll start-up companies as a long-term
investment to guarantee their own business. Sucaipproach is supported by the partnership
theory.
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