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Abstract 

Purpose – The purpose of this paper is to focus on the early development of eHealth service start-ups. 

To elaborate the research problem, the study addresses the following research questions: How do 
managerial experiences in eHealth service start-ups relate to the central findings of the recent empirically 

based stages-of-growth literature? What context-specific viewpoints should be considered when using the 

stage framework in relation to eHealth service start-ups? 
Design/methodology/approach – In this explorative multiple case study, the authors test a growth 

framework describing the early stages of eHealth service firms through eight case studies. The authors 

utilise the critical incident technique and semi-structured interviews in the data collection. 

Findings – When taking into account the key contradictions assessed in the study as well as context-specific 
features of eHealth businesses, the empirically based stage framework seems to be a useful starting point 

for reflecting on and predicting the challenges faced during the early development of eHealth service start-

ups. Slow growth due to several factors and the essential role of the public sector were commonly 
emphasised elements of the context-specific viewpoints of the eHealth service business. 

Practical implications – The results may be used in start-ups and intermediary organisations as a 

framework for predicting managerial challenges during the start-up stage of an eHealth service business. 
Originality/value – Numerous universal models and frameworks have attempted to clarify management 

priorities during the early stages of business. However, context-specific viewpoints and their effects on 

start-ups have not been broadly studied. This study provides new insights into growth management in the 

eHealth context. 
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1. Introduction 

Healthcare and the well-being of populations are critical economic considerations and some of the 

most pressing challenges confronting nations today (Agarwal et al., 2010). Healthcare systems face 

sustainability problems caused by an increasing demand for healthcare services due to aging 

populations and the increasing prevalence of chronic diseases and obesity (Van Limburg et al., 2011). 

This growing demand has led to a dramatic increase in health-related spending in most developed 

countries (Meier et al., 2013). In 2013, health expenditure accounted for approximately 9 per cent of 

GDP in OECD countries. Increased spending is not a problem if the benefits exceed the costs; 

however, there is extensive evidence of inequities and inefficiencies in health systems (OECD, 2015). 

In sum, increased demand and economic challenges have recently intensified the need for effective, 

scalable, sustainable and innovative healthcare services (Rocha et al., 2013; Barnett et al., 2011; Pinto 



and Baracsi, 2012). 

 

Digitalisation and eHealth are seen as one of the key responses to the increased requirements for cost-

effectiveness and quality improvement in healthcare systems and services (Agarwal et al., 2010; 

European Commission, 2012). Furthermore, the potential for eHealth technology to improve access 

to information, reach rural or underserved populations, engage practitioners and patients and integrate 

healthcare services and information is significant (Harrison and Lee, 2006; Meier et al., 2013). 

Although the global economy is rapidly becoming more digital and the market potential of eHealth 

is strong, businesses are not currently realising the full benefits of digital services (European 

Commission, 2015). an urgent need for innovations in healthcare practice and delivery in large 

healthcare markets. The application of eHealth promises to restructure the business model of 

healthcare delivery (Meier et al., 2013), and industry offers a unique opportunity to build businesses 

that will have a positive social impact by improving healthcare sustainability (Chowdhury, 2012). 

 

Though healthcare is the largest global service industry, healthcare practices have been slow to adopt 

new possibilities afforded by technologies and e-business (Kerwin and Madison, 2002; Parente, 2000; 

Wickramasinghe et al., 2005). Healthcare systems face considerable difficulty in the implementation 

and diffusion of new initiatives (Hannan and Celia, 2013) despite the perception that healthcare 

organisations are among the most knowledge-rich and research-based institutions (Barnett et al., 

2011; Berwick, 2003). 

 

Eysenbach (2001) defines eHealth as “an emerging field in the intersection of medical informatics, 

public health and business, referring to health services and information delivered or enhanced through 

the Internet and related technologies”. According to the EU, eHealth entails the use of digital tools 

and services for health (European Commission, 2012). It provides patients with more health-related 

information, facilitates increased involvement in health, improves access to health advice and 

treatment and allows people to monitor their health and well-being online or through devices like 

smartphones (European Commission, 2012). The eHealth is one of the fastest growing areas of 

innovation (Campbell, 2014), and the concept itself has gained increasing attention from researchers 

of different disciplines, including the medical, public health, technological and innovation 

management fields (Chen et al., 2014). 

 

Additionally, mHealth, a component of eHealth (Meier et al., 2013), includes the use of mobile and 

wireless technologies to support the achievement of health objectives (WHO, 2011) as well as to 



affect the mood and behaviour of patient-consumers (Meier et al., 2013). It includes medical and 

public health practices supported by mobile devices, lifestyle and well-being applications that can 

connect to medical devices or sensors, personal guidance systems and health information. The 

practice of mHealth represents an emerging and rapidly growing sector that has the potential to play 

a role in the transformation of healthcare, to increase the quality and efficiency of healthcare and to 

create new businesses (European Commission, 2014). 

 

The small business sector plays an important role in innovation and in the economy in general (Storey, 

1994). Start-ups and young firms are important sources of job creation and play a critical role in 

growth dynamics (Haltiwanger et al., 2013; Henrekson and Johansson, 2010; Kane, 2010). Start-ups 

typically have promising ideas, organisational agility, the willingness to take risks and a tendency to 

grow (Weiblen and Chesbrough, 2015). They may also promote innovation and enhance efficiency 

among older companies through positive influence and by adding value to the industry (Dejardin, 

2011). Because start-ups can be more flexible and agile than established small and medium-sized 

enterprises, they are pioneers of innovations (Rosenbusch et al., 2011). Increasing evidence suggests 

that innovation and competitive pressure produced by start-ups are major factors in economic 

development (Samuelsson and Davidsson, 2009). Radical innovations require an orientation towards 

experimentation and a willingness to fail (Nanda and Rhodes-Kropf, 2013). Small companies or new 

entrants may be willing to accept greater risks than large firms. As the size of a company increases, 

efficiency decreases due to a loss of managerial control and/or excessive bureaucratic control. This 

can prompt creative individuals to leave big companies, start their own businesses and take their own 

risks (Peґrez-Cano, 2013). 

 

According to Luger and Koo (2005), the literature uses three criteria to define start-ups: they must be 

new, active and independent. In the healthcare service sector, start-ups can be potential sources of 

new jobs and significant promoters of new service innovations. According to Colombelli et al. (2016), 

innovative start-ups are a key source of sustainable value creation. One of the primary concerns of 

the small business sector in terms of economic growth is to secure the survival and growth of these 

start-ups (Frank et al., 2007). Shane (2009) notes that a typical start-up is not necessarily innovative 

and that it creates few jobs and generates little wealth. Only high-quality and high-growth companies 

enhance economic growth. Moreover, Bennett (2016) argues that a new start-up is more likely to 

survive if it can follow proven operational models of successful organisations within a particular 

sector. 

 



The start-up stage is the most critical period for a new company’s survival because decisions made 

during the early stages of growth have a definitive influence on a company’s success (Bennett, 2016; 

Furlan and Grandinetti, 2014). According to Kijl et al. (2010), the major part of eHealth services 

development has been limited to piloting or R&D and thatmost new services never reach the market. 

The commercialisation of medical innovations involves research and development, preclinical and 

clinical studies, manufacturing, regulatory approvals, sales and marketing and company operations, 

among other obstacles (Mas and Hsueh, 2017). As entrepreneurs’ behaviour is crucial to the 

development of new businesses (Wiklund, 1998), it follows that attaining a better understanding of 

entrepreneurs’ actions would greatly benefit the growing discipline of entrepreneurship (Mueller et 

al., 2012). To understand the business models used in eHealth services, there is a need for research 

on the different stages of a service’s life cycle (Van Meeuwen et al., 2015). According to Haltiwanger 

et al. (2013), understanding the activities of start-ups and young businesses is clearly an interesting 

field of academic study, and there is a need for theoretical models. 

 

This retrospective multiple case study clarifies the managerial priorities highlighted by managers of 

eHealth service businesses in the critical start-up stage. Through eight cases, we explore these 

experiences and analyse context-specific viewpoints. The results of this study may be used in start-

ups and intermediary organisations as a framework for predicting managerial challenges during the 

early stages of eHealth service businesses. 

2. Theoretical framework 

Business growth can be studied from multiple perspectives. This study contributes to the 

configuration perspective. Whereas most perspectives are concerned with factors that lead to growth, 

the configuration perspective addresses the actual growth process. It focuses on how managerial 

challenges occur and how they can be managed during a firm’s growth across typical developmental 

stages (Davidsson and Wiklund, 2006). For certain types of firms, there could be recurring patterns 

of growth processes associated with the emergence and existence of typical development paths 

(Brenner and Schimke, 2015). 

The configuration perspective is often called the “stages of growth” or “life-cycle” perspective 

(Muhos et al., 2010). In the recent literature (Phelps et al., 2007), other terms, including “states of 

growth”, have been proposed. Among the first authors to use “configuration” in this sense are Miller 

and Friesen (1984), who agreed with Hanks and Chandler (1994) that life-cycle stages are best 

characterised as configurations. In these studies, the term “stage” corresponds to a unique 

configuration of variables (e.g. strategies, problems and priorities) that growing firms are likely to 



face (Miller and Friesen, 1984). 

 

Numerous stages-of-growth models have been published during the past decades based on recent 

extensive reviews (see Levie and Lichtenstein, 2010; Muhos et al., 2010; Phelps et al., 2007). As 

these reviews have clarified, there is an oversupply of generic/ universal models and frameworks 

seeking to describe the stages of firm growth, however, a contextual understanding remains vague. 

There is a need for context- (business culture, industry, etc.) specific understandings of the early 

stages of business growth. 

 

Interest in service business growth has increased in recent years among configuration scholars. 

Moreover, the number of service-business-focussed empirically based stage models has increased. A 

recent meta-analysis by Muhos et al. (2017) provides a synthesis of nine recent empirically based 

service-business-focussed stages-of-growth models. This meta-analysis. This meta-analysis 

integrates the findings of these models into a four-stage framework of the early stages of service-

based companies. The framework is a synthesis of recent service-business-focussed and empirical 

stages-of-growth studies (Auzair, 2010; Empson, 2012; Ferreira et al., 2011; Greiner and Malernee, 

2005; Masurel and Van Montfort, 2006; Shim et al., 2000; Teeter and Whelan-Berry, 2008; Van 

Tonder and McMullan, 2010; Witmeur and Fayolle, 2011) and provides a starting point for exploring 

context-specific perspectives on early stages. The framework is designed for use as a self-evaluation 

tool to allow entrepreneurs to reflect their current situation and anticipate challenges. 

 

The four stages of the framework are: start-up – growth through market exploration and 

commercialisation of service(s); take-off – growth through market acceptance; resource maturity – 

growth through profitability and renewal and diversification – growth through diversification. As 

eHealth service start-ups are the focal point of this study, the start-up stage of the framework was 

devised as a frame of reference for the study. The start-up stage and the preconceived, literature-based 

assumptions relating to the stage are presented in Table I. 

 

Table 1. Assumptions of service-based companies in the start-up stage (Muhos et al., 2017) 



 

The framework described above functions as the reference framework for this study. Weuse the first 

stage (start-up) of this framework to analyse and reflect on the experiences of managers in the context 

of eHealth service business. 

3. Aim and Method 

A welcome trend in the academic community is the growing interest in developing context-specific 

understanding rather than seeking universal solutions. Universal frameworks are simply not 

sufficient, and understanding phenomena in-context is becoming increasingly salient. The aim of this 

study is to clarify the growth management priorities highlighted by managers of eHealth service 

businesses in the critical start-up stage. In this regard, the study makes a comparison between eHealth 

start-ups and general service-based companies (reference framework). There is an urgent need for an 

empirical understanding of the processes underlying eHealth start-up growth. This study bridges this 

gap by answering the following research questions: 

 

(1) How do managerial experiences in eHealth service start-ups relate to the central findings of 

the recent empirically-based stages of growth literature? 

(2)  What context-specific viewpoints should be considered when using the stage framework in 

eHealth service start-ups? 

 

Entrepreneurship research is context-specific and should be focused on entrepreneurs’ behaviours 

and real-world problems (Neergaard and Ulhoi, 2007). Qualitative methods are used when the goal 

is to make entrepreneurs’ stories visible and to understand businesses in their natural context. This 

multiple case study utilizes an empirical research strategy that examines a modern-day phenomenon 

in its real context when the interface between the phenomenon and the context is not clear (Yin, 

1989). The focus is on the early stage of business growth. In particular, we seek to clarify the start-

up stage of eHealth companies. In this study, well-being services are also included under the umbrella 

Theme Assumption Description 

Focus A1.1 The focus is on development and delivery of services and building market identity in order to survive. 

Power A1.2 Decision making is owner-dependent as owner-manager(s) lead small group of employees. 

Structure A1.3 The structure is simple, informal and owner-cantered. 

Decision-making 
systems 

A1.4 Formal decision-making systems and procedures are almost non-existent 

Strategic 
management 

A1.5 Owner-manager(s) lack time for strategic planning. 

Service 
development and 
delivery 

A1.6 Development and delivery of innovative services are everyone’s job. 

Marketing A1.7 New businesses focus on attracting early customers. 

Human resources A1.8 Everyone is involved in everything in a small start-up. 

Growth A1.9 Moves from challenges to meet cash demands to a cash flow that breaks even thanks to early 
customers. 

 



of eHealth. Wellness and fitness are important dimensions of health that represent large and lucrative 

markets that include the majority of health start-ups (Chowdhury, 2012; Harrison and Lee, 2006; Hird 

et al., 2016). 

 

 
 

Figure 1. Research process  

 

The data were gathered from eight case companies in Finland, which were selected for their relative 

youth and digital healthcare focus. Managers of these case companies were interviewed using a semi-

structured interview frame during the summer of 2015. The key indicators of growth and the main 

characteristics of the case companies analysed in this study are summarised in Table 2. 

 

Table 2. The key characteristics of the case companies and the corresponding interviews 

Case Established Number 

of staff 

Sales 

(€) 

Assets 

(€) 

Service Position of 

interviewee 

Duration of 

interview 

A 2013 1.5 2000 60,000 mobile application-related 

well-being  

CEO 65 min. 
B 2014 3.5 n/a n/a health data processing Co-founder 27 min. 
C 2014 3.5 20,000 n/a online well-being Co-founder 50 min. 

D 2008 4 10,000 n/a product-related medtech 

service 

CEO 55 min. 
E 2010 5 40,000 350,000 product-related medtech 

online service 

CEO 43 min. 
F 2012 4 20,000 120,000 software-based well-being 

services 

CEO 55 min. 
G 2014 2 1000 40,000 self-care user interface CEO 35 min. 

H 2012 6 20,000 380,000 product-related well-being 

service 

CEO 53 min. 

 

 

 



The interviews were analysed from a managerial perspective using the critical incident technique 

(CIT) (Edvardsson and Roos, 2001; Fisher and Oulton, 1999; Flanagan, 1954; Chell, 2014) in order 

to clarify the underlying managerial priorities in the start-up stage. A critical incident is an extreme 

behaviour that is either outstandingly effective or outstandingly ineffective with respect to attaining 

the general aims of an activity (Fisher and Oulton, 1999). According to Chell and Pittaway (1998), 

CIT facilitates the investigation of the significant occurrences (events, incidents, processes or issues) 

identified by the interviewee, the way they are managed and the perceived outcomes. CIT is a flexible 

method which may be used to identify those factors that lead to successful or unsuccessful 

performance in different phases of business growth. While single cases are unique, types of incidents, 

contexts, strategies and outcomes may, in general terms, be applicable to other businesses. Moreover, 

an extant conceptual framework or a suggested set of preconceived categories for which evidence 

may be sought in the data can be tested and extended using the CIT methodology (Chell, 2014). In 

the present study, the experiences of eHealth start-up managers were compared with the preconceived 

assumptions of the general service-business growth framework (Table 1). 

 

The interview frame consisted of three sections: the manager’s open-ended business growth story, a 

description of positive and negative incidents related to the start-up stage and in relation to central 

managerial themes based on empirical literature synthesis (Muhos et al., 2017). The interview frame 

was constructed to bring the interviewee from a broader level (the business growth story) to a more 

detailed level (reference to the preconceived themes), making it possible to capture individual 

managers’ experiences from different angle. In addition, the interviewees were asked to compare and 

evaluate, on a five-point scale (not at all, only partly, relatively well, well or very well), how well the 

growth framework’s description of the start-up stage fits their experiences. 

 

These in-depth interviews were conducted by the first author. They were audio-recorded, transcribed 

and coded using the NVivo 10 qualitative data analysis tool. To improve coding reliability and to 

confirm the findings, each transcript was coded by at least two researchers. The transcriptions were 

analysed qualitatively using the deductive approach (Crabtree and Miller, 1999). First, all critical 

incidents (negative and positive) were identified on a case-by-case basis. Each identified incident was 

then deductively related as either parallel or contradictory to the preconceived assumptions. 

Moreover, those critical incidents that could not be placed in the general service business growth 

framework were considered to represent context-specific characteristics of the eHealth service 

business. Some of the critical incidents were directly parallel or clearly contradictory, but the authors 

had to make this interpretation since they also sought latent content evidence (Cho and Lee, 2014). 



 

Finland was selected as the context for the present study because of its digital sophistication and 

competitiveness. Moreover, Finland is generally considered one of the frontrunners in eHealth in the 

EU (Currie and Seddon, 2014). According to the European Commission (2016a), Finland is one of 

the leading countries in digital performance globally, and it has the potential to maintain and grow its 

digital economy. Finland ranks fourth in the European Union (EU) on the Digital Economy and 

Society Index evaluation. According to the World Economic Forum’s Global Information 

Technology Report 2016 (Baller et al., 2016), it represents one of the leading countries in the world 

in relation to generating economic impact from investments in information and communications 

technologies (ICT). Finland also excels in the use of digital technologies for online public services, 

and it has one of the highest shares of eGovernment users and users of eHealth services in the EU 

(European Commission, 2016b). In addition, Finland offers one of the top five environments in the 

EU in terms of market conditions for mHealth companies (Research 2 Guidance, 2015). 

4. Results 

In the first part of the results section, a case-by-case analysis of the critical incidents relating to the 

start-up stage is provided. Aspects that parallel and contradict the framework’s assumptions are 

presented first. The interviewees’ evaluation of how the framework’s description of the start-up stage 

fits with their experiences are presented on a five-point scale: not at all, only partly, relatively well, 

well or very well. Thereafter, contradictory aspects are further analysed to test the applicability of the 

framework in each case. Subsequently, the context-specific viewpoints of the Finnish eHealth start-

up business are presented. Context-specific viewpoints should be taken into consideration when using 

the reference framework.  

4.1 Experiences of start-up managers in relation to the assumptions of the service framework 

4.1.1 Case A: Well-being mobile app service 

Case A is a start-up providing a new type of mobile application service for the purpose of monitoring 

well-being. The company was established in 2013, and by the end of 2014, it recorded sales of €2,000 

and assets of €60,000. According to the CEO’s evaluation, the assumptions of the framework 

correspond well (according to the described scale) with the actual situation of start-ups in the early 

stages of company development. Based on the interview, the experiences paralleled all the 

preconceived assumptions, except for the assumption that the manager lacks time for strategic 

planning (A1.5). In other words, in Case A, the framework’s assumptions concerning strategic 

management did not correspond with the CEO’s experiences. Moreover, three assumptions exposed 



both parallel and contradictory incidents. These contradictions are presented in Table 3: 

Table 3. Case A: Key contradictions 

Assumption Key contradictions 

A1.1 The focus is on 

development and delivery of 

services and building market 

identity to survive 

The focus of operations during the start-up stage has been more on seeking 
and applying for funding than the owner had expected or wanted. 

A1.5 Owner manager (s) 

lack time for strategic 

planning 

Right from the start, the start-up has utilised expert services to focus 
activities and build strategy. In terms of strategy planning, the start-up has 
had access to a variety of experts and feedback through start-up 
competitions. In addition, strategy planning has been conducted through the 
support of a publicly funded project.  

A1.8 Everyone is 
involved in everything in 
a small start-up 

The founder has participated in all operations; however, the coding of the 
application has been delegated to a particular employee(s). In addition, the 
production of the first version of the app was outsourced.  

A1.9 Moves from 
challenges to meet cash 
demands to a cash flow 
that breaks even, thanks 
to early customers 

Though the start-up already has early customers, the income is not sufficient 
to break even. The start-up stage is financed mainly by investment funding. 

 

4.1.2 Case B: Service supporting the processing of health data 

Case B has been operating for eight months, so financial statements have not yet been prepared. 

According to the evaluation of the co-founder of Case B, the assumptions of the framework 

correspond very well with their experiments during the start-up stage. The experiments of Case B 

paralleled all reference framework assumptions except one: the framework assumption concerning 

growth (A1.9) failed to correspond. In addition, with regard to assumption A1.8, the case revealed 

both parallel and contradictory incidents. These contradictions are presented in Table 4. 

Table 4. Case B: Key contradictions 

Assumption Key contradictions 
A1.8 Everyone is 
involved in everything in 
a small start-up 

The founders are involved in everything in the start-up. Furthermore, although 

the founders have tried to separate tasks based on natural abilities and experience 

(e.g. one team member is focused mainly on ICT), all employees must perform a 

variety of tasks, even ones to which they may not be accustomed. 
A1.9 Moves from 
challenges to meet cash 
demands to a cash flow 
that breaks even, thanks to 
early customers  

At the moment, the start-up is seeking early paying customers, and sales have not 

yet begun. So far, the start-up stage is being financed by owners’ funds, loans and 
public support. 

4.1.3 Case C: Online well-being services 

Case C provides online well-being services. The start-up was established in 2014 and has been in 

operation for 17 months. It employs three people full-time and one person part-time. During the first 

three months of 2015, sales amounted to €5,000. The start-up’s co-founder felt that the assumptions 

of the framework correspond very well with the start-up’s experience. Based on the interview, the 

start-up’s experiences paralleled all framework assumptions except A1.5. Thus, only the framework 



assumption concerning strategic management did not correspond with the co-founder’s experiences 

in Case C. Furthermore, for three of the assumptions, the co-founder identified both parallel and 

contradictory incidents. The contradictions recalled by the interviewee are in relation to assumptions 

A1.1, A1.5, A1.8 and A1.9. These contradictions are presented in Table 5. 

Table 5. Case C: Key contradictions  

Assumption Key contradictions 
A1.1 The focus is on 
development and 
delivery of services and 
building market 
identity to survive  

The focus has been, to a large extent, on applying for funding.  

A1.5 Owner manager (s) 
lack time for strategic 
planning 

During its start-up stage, the company has already developed a strategic 
perspective on how to develop its service and what kind of market to target. In 
addition, the start-up has appointed a board of advisors and external experts 
concerning strategic aspects. 

A1.8 Everyone is involved 
in everything in a small 
start-up 

The coding of the service application has been delegated to particular employees. 

A1.9 Moves from 

challenges to meet cash 

demands to a cash flow 

that breaks even, thanks to 

early customers  

Even though the start-up has early customers, the income is not sufficient to break 

even. The start-up stage is financed primarily through investment funding and 

loans.  

 

4.1.4 Case D: Product-related medical technology services 

Case D is a start-up established in 2008 that provides product-related services. Thus, Case D is not a 

pure service start-up. By the end of 2014, Case D employed four co-founders and had sales of 

€10,000. According to the evaluation of the CEO, the start-up is still in the product development 

stage, and the assumptions of the service-based framework partially correspond with Case D. Most 

of the assumptions have parallel experiences, but the contradictions recalled by interviewees relate to 

assumptions A1.1, A1.5 and A1.9. 

Table 6. Case D: Key contradictions  

Assumption Key contradictions 
A1.1 The focus is on 
development and delivery 
of services and building 
market identity to survive  

In addition to focusing on service, the start-up’s focus has partly been on 
developing service-related products. 

A1.5 Owner manager (s) 
lack time for strategic 
planning 

The founders conducted strategic planning even before starting the business. The 
start-up is led by a CEO, whose job description includes strategic planning. 
Furthermore, the company has utilised an advisory board to foster strategic 
aspects. 

A1.9 Moves from 

challenges to meet cash 

demands to a cash flow 

that breaks even, thanks to 

early customers  

Even though the start-up already has pilot customers, the income is not sufficient 

to break even. Due to the fact that Case D is not a pure service business and that 

the focus is on product development, it is still in the negative growth phase.  

 



4.1.5 Case E: Product-related medical technology online service 

Case E is a start-up focused on the development and delivery of an online health service platform, 

which is related to a self-monitoring medical technology product. According to the CEO’s evaluation, 

the assumptions of the framework correspond well with the experiences of the start-up during the 

company’s early stages. Based on the interview, the start-up has experienced incidents that parallel 

all the assumptions of the reference framework except assumption A1.9, for which Case E 

experienced strongly contrasting incidents. In addition, assumptions A1.1, A1.2, A1.5 and A1.8 

revealed partly contradictory experiences. 

Table 7. Case E: Key contradictions 

Assumption Key contradictions 
A1.1 The focus is on 
development and delivery 
of services and building 
market identity to survive  

In addition to focusing purely on services, the start-up has also focused on 
developing a service-related product. Furthermore, Case E has focused on 
obtaining research-based information on the effectiveness and benefits of this 
service. 

A1.2 Decision-making is 

owner-dependent as owner 

manager(s) lead 

small groups of employees  

The CEO leads a small group of employees. However, partly contrary 

experiences have appeared due to the employees’ shared responsibilities; each 

employee is clearly responsible for his or her own sector. 

A1.5 Owner manager (s) 
lack time for strategic 
planning 

Even though the CEO’s activities occur mostly at the operational level, resulting 
in, for example, challenges relating to a lack of time for strategic planning, a 
strategic approach has been followed inter alia with an experienced chairman of 
the board. 

A1.8 Everyone is involved 
in everything in a small 
start-up 

Although nearly everybody does everything in Case E, some tasks, such as 
software design, are delegated to particular employees. 

A1.9 Moves from 

challenges to meet cash 

demands to a cash flow 

that breaks even, thanks to 

early customers  

Even though the start-up already has customers, the income is not sufficient to 

break even. Because Case E is not a pure service business and product 

development is needed, it is still in the negative growth phase. According to the 

CEO, the business is characterised by a long-term ‘death valley’. 

 

4.1.6 Case F: Software-based well-being services 

Case F is a strongly engineering-oriented start-up that provides software-based services for 

organisations interested in well-being. According to the CEO’s evaluation, the assumptions of the 

framework correspond very well with the experiences of Case F during the start-up stage. Based on 

the interview, parallel incidents emerged for all the assumptions of the reference framework except 

A1.9. In addition, somewhat contradictory experiences relating to A1.2, A1.5 and A1.8 were recalled 

by the CEO.  

Table 8. Case F: Key contradictions  

Assumption Key contradictions 

A1.2 Decision-making is 

owner-dependent as 

owner-manager(s) lead 
small groups of employees 

Even though the owners are the decision makers in Case F, since its 
establishment, the start-up has encouraged team members to take actions on their 
own initiative and to respond to issues in their own task areas. 



A1.5 Owner manager (s) 

lack time for strategic 

planning 

In its early stages, the start-up engaged in a variety of (mostly software-

orientated) tasks because the actions and direction of the business were not 

clearly set. The founders engaged in some formal strategic planning, but links to 

practice were missing, so the strategy was not linked to daily actions.  
A1.8 Everyone is involved 
in everything in a small 
start-up 

At the very beginning of the start-up, the CEO participated in all kinds of tasks, 
including coding. However, more recently, the CEO’s activities have been 
focused on business development and marketing. 

A1.9 Moves from 

challenges to meet cash 
demands to a cash flow 

that breaks even, thanks to 

early customers  

Even though the start-up has developed customer partnerships and attracted early 

paying customers, its income is insufficient to break even. Case D is not a pure 
service business, and the focus is partly on software development. The negative 

growth phase known as the ‘death valley’ remains persistent. 

 

4.1.7 Case G: Self-care user interface service 

Case G seeks to provide a user interface for self-care and self-monitoring. The service is based on 

information gathered via a service application. The company was established in 2014, and by the end 

of 2014, it had two working founders, €1,000 in sales and assets worth €40,000. According to the 

evaluation of the CEO, the assumptions of the framework correspond well with the experiences of 

Case G during its start-up stage. The contradictory incidents are in relation to assumptions A1.1, 

A1.5, A1.8 and A1.9. 

Table 9. Case G: Key contradictions  

Assumption Key contradictions 

A1.1 The focus is on 
development and delivery 
of services and building 
market identity to survive  

According to the CEO, due to a lack of human resources, the focus of operations 
has been on seeking and applying for funding. In addition to focusing on its 
service, Case G has also focused on developing a service-related product. 

A1.5 Owner manager (s) 
lack time for strategic 
planning 

Contrary to the framework’s assumptions, Case G has engaged in business 
planning and participated in a business incubator. However, a lack of focus within 
the business has occurred more than once, according the CEO. 

A1.8 Everyone is involved 
in everything in a small 
start-up 

In general, the founders have participated in all kinds of tasks; however, they have 
occasionally outsourced tasks. According to the CEO, due to a lack of team 
resources, subcontracting has been utilised to develop pilot productions.  

A1.9 Moves from 

challenges to meet cash 

demands to a cash flow 

that breaks even, thanks to 

early customers  

The start-up has co-operated with public health organisations as early customers. 
However, contrary to the framework’s assumptions, challenges relating to cash 
flow have occurred, and revenues have not grown sufficiently to break even. 

4.1.8 Case H: Technology-related well-being service 

Case H provides product services to help organisations measure and improve the well-being of their 

personnel. According to the founder of Case H, the framework fits their experiences well at this stage. 

Based on the interview, parallel incidents emerged for most of the assumptions; however, 

contradictory experiences emerged for assumptions A1.5 and A1.9. In addition, the CEO recalled 

partly contradictory experiences relating to A1.1 and A1.8. These contradictions are presented in 

Table 10. 

Table 10. Case H: Key contradictions 



Assumption Key contradictions 
A1.1 The focus is on 
development and delivery 
of services and building 
market identity to survive  

According to the CEO, the focus of operations has been divided between 
developing product-related services and seeking and applying for start-up 
funding. According to the CEO, the process of seeking funding takes up half of 
the effective working hours.  

A1.5 Owner manager (s) 
lack time for strategic 
planning 

Contrary to the framework’s assumption, Case H has conducted 
strategic alignment activities. During the start-up stage, the focus was allocated 
to narrowing the targeted services sector. Furthermore, the board has been 
strengthened with members skilled in various strategies who are able to 
systematically develop strategic work. 

A1.8 Everyone is involved 
in everything in a small 
start-up 

The distribution of roles among the co-founding team was designed to be clear 
from the start of the business. Marketing, product-based service development and 
coding tasks are differentiated. According to the founder, this clear distribution 
of roles has been a strength of Case H.  

A1.9 Moves from 
challenges to meet cash 
demands to a cash flow 
that breaks even, thanks to 
early customers  

Case H had early customers from the start. In addition, the start-up stage was 
financed via revenues from consulting services. According to the CEO, the 
company has listened to customer feedback and gathered more and bigger 
customers during its early stages. However, contrary to the framework’s 
assumption, Case H is still moving towards the break-even point. 

 

4.2 Context-specific viewpoints of eHealth start-up businesses 

The interviewed start-up entrepreneurs perceived that the eHealth market was still small and emerging 

in Finland, and most related enterprises were still in the early stages of development and growth. 

Based on the interviews, the development of the eHealth business is a slow process, resulting in a 

significant ‘death valley’ presence among eHealth businesses. Seeking and applying for funding was 

highlighted as a significant activity in many CEO interviews. 

In Finland, only a few companies in the eHealth business can achieve organic growth, 

particularly if the start-up is not a clear service business. – Case D 

Based on the data, eHealth start-ups were developing service-related applications, programmes or 

products. However, they were unable to develop service-related technologies without external 

funding. Applying for external funding consumed considerable amounts of time and resources on the 

part of the start-up managers, who could be using this time to develop their businesses. 

Applying for funding has taken up so much time that a little bit of everything else has 

been at a standstill. – Case C 

External funding is fragmented and consists of both private and public funding sources. Interactions 

and partnerships with public operators can be key to business success. The role of the public sector 

is crucial, not only from a funding point of view; the public sector can serve, for example, as a host 

via a business incubator, as an end customer, as a contracting entity or as a research institute that may 

develop the plausibility of the health business. One typical feature of the public sector is the 

significance of research-based evidence. In many cases, such evidence is a prerequisite for action in 

the field of health services. However, such prerequisites may also slow down business development. 



 

In many cases, the start-up managers perceived that one of the problems with the public support 

system is that funding to survive the ‘death valley’ time period was not easily accessible. In some 

cases, however, entrepreneurs were satisfied with the public sector’s support for product 

development. The role of the public sector as a funding actor and an important supporter of eHealth 

start-up businesses was recognised. However, according to the start-up managers, public support for 

commercialisation and growth in Finland was lacking. One special feature of eHealth start-up 

businesses is that public support systems are focused on development even though the main 

challenges of eHealth businesses relate to commercialisation. 

 We had a lot of technical expertise, but business skills, we didn’t have. – Case F 

According to the interviews, resistance to change towards innovative services and practices was 

prevalent in the healthcare industry. Start-ups could not access public health systems easily due to 

resistance to change in working practices. In addition, the public sector’s cost pressures have created 

a situation in which old and traditional practices are applied. Cost pressures also affect the adoption 

of new acquisitions such that only necessary procurements for replacements (and not purchases of 

unproven products) are approved. 

 

Based on the studied cases, commercialisation was perceived as more difficult than expected by 

managers. The technology-related eHealth business market is global, and commercialisation should 

be conducted quickly to avoid imitators. In addition, according to the start-up managers, one 

challenge facing small start-up enterprises was that large companies had acculturated health sector 

organisations to engage in test runs free of charge. This raises barriers for start-ups to enter the market. 

 

Start-up entrepreneurs consider certification requirements to be a special feature in the eHealth 

business sector. Available information and guidelines concerning applicable certifications are 

insufficient since certification requirements are prepared only for existing products and services. The 

studied eHealth businesses provide new innovations, which are, to some degree, incompatible with 

existing requirements. 

It feels that the characteristics of this field relate to what service can be produced with 

a particular certification, which services require certifications and which do not. – Case 

G 



5. Discussion 

The vast majority of the earlier business growth research focused on the factors leading to growth 

(growth as an outcome) without acknowledging the possibly of considerable qualitative and 

contextual differences in the growth process of firms (growth as a process) (see McKelvie and 

Wiklund, 2010; Shepherd and Wiklund, 2009). A deeper understanding of business growth processes 

within the context (e.g. business environment, industry, etc.) is needed. 

 

This retrospective multiple case study aims to clarify the growth management priorities highlighted 

by managers in the context of eHealth service start-ups. Our deductive data analysis approach is based 

on a recent empirically-based service business growth framework by Muhos et al. (2017), and we 

focused on testing its applicability in the particular context of eHealth service start-ups.  

 

Our first research question was how managerial experiences in eHealth service start-ups relate to the 

central findings of the recent empirically-based stages of growth literature. To answer that, we 

analysed eight Finnish eHealth service start-ups in relation to the assumptions of the service business 

growth framework (Muhos et al., 2017). The managers’ experiences of the start-up stage were 

compared with the stage framework through an identification of parallel and contradictory 

viewpoints. In addition, context-specific features of eHealth start-up businesses in Finland were 

examined via case-by-case analyses. Thus, we tested the applicability of the framework in order to 

further its continuous development.  

 

We found both parallel and contradictory viewpoints among the eight cases. Parallel experiences 

were found in relation to almost every assumption of the framework. Contradictory experiences were 

reported individually in further detail. The results provide partial support for the applicability of the 

service framework since the majority of its assumptions were supported by one or more cases. 

However, the results reveal limitations of the service business growth framework in the studied 

context. The present research focused on eHealth service start-ups that are often strongly associated 

with technology (Spil and Kijl, 2009). The case companies’ services were also often related to 

technology-based products. Thus, eHealth start-ups often have technology-based features that differ 

from those of basic service companies. For this reason, it is logical that the experiences of eHealth 

companies may not fully correspond with the preconceived assumptions of a tested service business 

framework. These differences were particularly prevalent among assumptions related to theme focus 

(A1.1), power (A1.2), strategic management (A1.5), human resources (A1.8) and growth (A1.9), 

which frequently contradicted the experiences of the managers. Thus, these assumptions require 



further attention and are explained individually in the following sections.  

 

The framework suggests that the focus of start-up service companies is on the development and 

delivery of services and on building a market identity in order to survive (A1.1). Based on the results, 

however, eHealth start-ups often focus, at least partially, on applying for funding. This activity 

typically takes more time than the managers would expect or want during the start-up stage. In many 

cases, seeking and applying for funding takes up a major portion of the manager’s effective working 

hours. Nevertheless, financial resources present a fundamental proxy for the legitimacy of start-ups 

(Fisher et al., 2016). According to Mas and Hsueh (2017), the most important and effective partners 

of eHealth start-ups are often external investors who can provide the capital and expertise to get the 

business successfully onto market. Furthermore, besides focusing on services, many eHealth start-

ups focus partly on developing service-related products. 

 

According to general service business growth framework, decision-making is owner-dependent 

(A1.2). Gulati and DeSantola (2016) have argued that founders of start-ups often resist bringing 

management structure and specialization to new business due to the fear of losing agility and control. 

However, in a few case companies, founders have encouraged responsible team members to take 

action on their own initiative and to become responsible for their own sectors. The approaches of the 

case start-ups to strategic planning also differed from the framework’s assumption that owner-

manager(s) lack of time for strategic planning (A1.5). Contrary to the assumption, the case managers 

typically engage in some level of business and formal strategic planning, often utilising advisory 

boards and external experts to address strategic issues. However, although contradictory experiences 

appeared in a number of cases, the experiences typically only partially contradicted the framework’s 

assumption. 

 

The framework assumes that everyone in a small start-up is involved in every task (A1.8). Based on 

the interviews, the founders generally participate in all kinds of tasks; however, partially contradictory 

experiences emerged in many cases. In several start-ups, there is a distribution of roles in terms of 

tasks and responsibilities between team members and/or co-founders. In addition, outsourcing and 

subcontracting is utilised. This differentiation is likely related to the start-ups’ technology-related 

service orientation, which is characteristic of eHealth businesses.  

 

According to the framework, small start-ups typically move from challenges to meet cash demands 

and a break-even cash flow, thanks to early customers (A1.9). Contradictory experiences emerged in 



all cases. Among the cases, cash flow challenges were prevalent, and revenues were insufficient to 

break even. Despite having their first paying customers, the start-ups did not earn sufficient income 

to break even. This resulted in a long-term ‘death valley’ effect. In sum, the break-even point is 

difficult to achieve in eHealth businesses during the start-up stage, at least those that are not based 

entirely on services. The findings are consistent with those of Livi and Jeannerat (2015), who found 

that due to the lack of their own resources and a great deal of uncertainty of business, it often becomes 

extremely difficult for eHealth start-ups to secure financial capital for innovation, thus requiring the 

enlistment of external resources and networks. A summary of the key contradictions between 

assumptions and managerial experiences is presented in Table 11.  

Table 11. A summary of key contradictions 

Assumption Key contradictions 
A1.1 The focus is on the 
development and delivery 
of services and building 
market identity to survive  

-The focus of operations during the start-up stage has, to a large extent, been on 
seeking and applying for funding (Cases: A, C, G, H) 
-In addition to focusing on service, the focus of the start-ups has partly been on 
developing service-related products (Cases: E, G, H). 
-Furthermore, the start-ups identified that their focus has been on obtaining 
research-based information on the effectiveness and benefits of this service (Case 
E). 

A1.2 Decision-making is 
owner-dependent, as the 

owner-manager(s) leads 

small groups of employees  

-The owner-manager leads a small group of employees. However, partly 
contradictory experiences have emerged due to the employees’ shared 

responsibilities; each employee is clearly responsible for his or her own sector 

(Case E). 

-The start-up has encouraged team members to take actions, on their own 

initiative, and to respond to issues in their own areas (Case F). 
A1.5 Owner-manager(s) 
lacks time for strategic 
planning 

-Contrary to the framework’s assumption, the founders conducted strategic 
planning from the start (Cases A, C, D, E, F, G, H).  
-The start-ups have utilized a variety of expert services (Cases A, C), feedback 
through start-up competitions (Case A), the support of a publicly-funded project 
(Case A), experts on the companies’ own boards (Cases E, H), board of advisors 
(Cases C, D) or business incubators (Case G). 

A1.8 Everyone is involved 
in everything in a small 
start-up 

-In general, the founders have participated in all kinds of tasks; however, the 
coding of the application has been delegated to a particular employee(s) (Cases 
A, C, H). 
-The founders have separated tasks based on natural abilities and experience 
(Cases B, F, H), the pilot production was outsourced (Cases A, G), or a software 
design was delegated to particular employees (Case E). 

A1.9 Moves from 

challenges to meet cash 

demands to a cash flow 

that breaks even, thanks to 

early customers  

-Contrary to the framework’s assumptions, challenges relating to cash flow 

occurred in all cases. Even though the start-ups had developed customer 

partnerships and attracted early paying customers, their income was insufficient 

to break even (Cases A, B, C, D, E, F, G, H).  

-Due to the fact that eHealth start-ups are not a pure service business and that 

product development is needed, the business is characterized by a long-term 

‘death valley’.  

-In addition to revenues, the start-up stage is financed by, for example, private 
and public funding (Cases A, B, C), owners’ funds or loans (Cases B, C) or via 

revenues from consulting services (Case H). 

 

 

To understand business development in the eHealth business, it is important to recognise the context-

specific characteristics of growth. These context-specific viewpoints are presented below to answer 



the second research question. Specifically, from the data, we identified key context-specific 

characteristics of Finland’s eHealth start-up service business which are illustrated in Figure 2. Slow 

growth due to several factors was a commonly emphasised element. The essential role of the public 

sector in health services was another key factor emerging from these viewpoints. Because of the weak 

capital market and the lack of business angels in Finland, start-ups must seek and apply for external 

funding from public funding actors whose procedures are perceived to be time consuming. In 

addition, grant funds are small, and funding is generally fragmented.  

 

 
 

Figure 2. The characteristics of eHealth start-up service business 

 

Even though the attributes of newness and smallness of start-ups typically imply limited resources 

for investing in research and development processes (Battistella et al., 2017; Fisher et al., 2017), 

eHealth service start-ups are typically mostly technology driven (Spil and Kijl, 2009). Developing 

technology and coding applications and platforms with the services provided may take years. 

According to Bashshur (2004), most eHealth ventures are motivated by expectations of large financial 

gain from large and untapped markets. Furthermore, Livi and Jeannerat (2015) have maintained that 

eHealth start-ups seem to be more often aimed at increasing value and arousing the interest of large 

companies, with the intention of being sold. However, based on the data, it is noteworthy that the 

passion of the Finnish start-up cases was typically focused on competence and technology rather than 

large financial gains. This may be due to the business culture in Finland, which is competence- and 

knowledge-oriented. Moreover, the data revealed a lack of commercialisation skills and a focus on 



development and fund-seeking instead of commercialisation. The focus of public funding instruments 

on development instead of commercialisation further emphasises this problem. 

 

Start-ups provide innovative solutions, but gaining access to the health industry can be challenging. 

Resistance to change, especially in the public sector, complicates and slows new business. These 

results are in the line with the findings of Mieczkowska et al. (2004), who suggested that public health 

organisations have risk-averse cultures in which many individuals practice defensive behaviours and 

follow deeply embedded working practices. Also, Van Meeuwen et al. (2015) have noted that eHealth 

services do not appear to fit with those of healthcare provider organizations. Hannan and Celia (2013) 

argue that the lack of involvement by physicians and other clinicians in eHealth projects is a major 

factor in the failure of these initiatives. 

 

Based on the interviews, there is typically a need for scientific justification for all presented claims 

about services and service-related products in the health sector. Any payable eHealth service has to 

scientifically demonstrate its ability to meet health needs in a cost-effective manner (Pascal, 2017). 

Securing such justification may take years. Moreover, certification requirements, which also take 

time, are an integral element of the health industry. Finally, slowness is caused by uncertainty relating 

to start-ups providing innovative services in new areas or at the edge of positioned interfaces where 

standards and practices are still developing. According to Hird et al. (2016), the healthcare sector’s 

patient-centric, regulation-driven safety environment, with rigorous testing and risk mitigation, is 

completely opposite to the demos and pilots approach of the technology industry. Full adoption of 

eHealth technologies will take time and requires a change in consumer behaviour (Campbell, 2014).  

 

In addition to the context-specific features of eHealth, the interviews also revealed typical 

characteristics of start-ups (Gartner, 1985) and small businesses (Wynarczyk et al., 1993). These 

factors influence the development of start-ups in many ways. For example, having a good start-up 

team is critical. Typical challenges facing small businesses include, for example, managing change 

in human resources. Business uncertainty may lead to challenges in recruitment. Skilled employees 

could be unwilling to accept jobs or co-partnerships due to the uncertainty of a start-up’s prospects. 

In addition, unemployed job seekers are not necessarily willing to lose the social safety net of 

employees by becoming co-owners of a company. According to one case manager, the challenge and 

back side of the start-up culture may be that the euphoria of start-ups cool down when the ordinary 

day-to-day business becomes obvious to team members.  

 



Based on our findings, we advance three recommendations for policymakers and public health 

managers. First, the public funding system should be simplified. Currently, eHealth start-ups must 

use much of their resources to apply for fragmented funding through various channels. Second, more 

public funding should be targeted at commercialization efforts because the existing funding is mainly 

focused on technology development. Third, the practical implication for the public healthcare sector 

is to develop management policies that support positive attitudes to the implementation of new 

technologies among clinical professionals. 

 

To conclude, this study formulated and preliminarily tested the start-up stage of a framework 

describing the early stages of service-based companies. The empirically-based stage framework 

seems to be a useful starting point for reflecting on and predicting the challenges faced during the 

early development of an eHealth start-up, taking into account the key contradictions assessed in the 

study as well as the context-specific features of eHealth businesses. 

 

This study revealed some context-specific viewpoints. These suggest that companies in different 

contexts face culture- and context-specific issues in their early growth. Both the healthcare context 

and the essential role of technology in eHealth start-ups were clearly visible context-specific 

characteristics of the case companies. Growth is a heterogeneous process with a high number of 

patterns, growth factors and knowledge sources (Brenner and Schimke, 2015), and every service-

based start-up is somewhat unique. Analytic generalisation (generalisation on the basis of a theory) 

is possible when building context-specific frameworks applicable to the Finnish context. The research 

focus of this study is partly limited to the context studied. The findings of the study cannot be directly 

generalised to other countries or business contexts and depend on the time of the data collection. 
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