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ABSTRACT
Author:
Title:

Sanna Frisk
Motivation Behind Transition to Self-Employment:
An Empirical Research of software developers in Finland
Faculty:
School of Business and Management
Master’s Programme
Strategy, Innovation and Sustainability
Year:
2020
Master’s Thesis University: Lappeenranta-Lahti University of Technology LUT
102 pages, 9 figures, 7 tables and 3 appendices
Examiners:
Professor Kaisu Puumalainen
Post-Doctoral researcher Laura Olkkonen
Keywords:

Self-employment, freelancer, work motivation, software industry, IT professional

Growing number of software entrepreneurs is a global trend, and this is not limited to individuals’ seeking breakthrough innovations, but also to those traditional software developers coding
web and mobile apps in the public and private industries. To examine the phenomenon, this
study utilizes primary data from current software developer operating as freelancers. This study
aims to find out which factors motivate individuals to establish their own business and work as
self-employed freelancers in the software industry. In addition to motivation factors behind
freelancer entrepreneurship, informants gave extensive information of factors increasing or decreasing their motivation at freelancing work.
Methodological strategy follows the principles of ethnographic research design, where the author is part of the research with her know-how of the topic. Data was collected by interviewing,
participating, and observing informants, who are freelancer software developers, and analyzed
together with theoretical propositions of why employees are entering solo self-employment.
This is a study in natural context discovering in-depth phenomenon of interest and interpreting
observations into ethnography.
Overall, findings suggest, surprisingly unlike in other research literature, that individuals
choose self-employment because of perception of unfairness towards previous employer’s rewarding method, and because freelancing career offers better financial earning. The results indicate that family plays a role in the decision to shift to freelancing, as well as desire for better
autonomy compared to standard employment. There are very few studies on self-employed IT
professionals in Finland. The evidence from this study may be useful for HR professionals and
intermediaries aiming to enhance a better environment for independent software professionals.
The information provided by research on the experiences and needs of entrepreneurs can serve
and help not only entrepreneurs, but also the future field of research and research discussions
concerning the phenomenon. This thesis contributes to academic discussions in entrepreneurship literature by exploring the motivation factors behind self-employment in the software industry.
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1. INTRODUCTION
Software industry is a knowledge-intensive industry which suffers from the war for talent phenomena and high employee turnover rate. Highly qualified knowledge employees’ loyalty
seems to be low because there is an endless amount of opportunities for skillful software developers (Bussin et al., 2016, p. 11). Recent survey made by Stack Overflow (2019) among professional and hobby software developers on their platform revealed that 58.7 % of respondents
are not actively looking for but are open for new job opportunities. In the Information Age
talented individuals established enormous amounts of new companies, and currently, in Finland
we face the situation where many software developer consultants shift to entrepreneurship. Information Age refers to era of computers, information services and communication systems
(Fitz-enz, 2000, p. 187), and it started in the 1970s (Blyth, 2015). Ability to connect internationally, a phenomenon of globalization, might contribute to the willingness to be an entrepreneur rather than a regular consultant in an employment relationship while it offers wider opportunities than locally is possible (Storey, 2000, p. 104; see Heilman, 2004). In addition, the Finnish government supports vibrant startups and software companies by funding the early steps of
entrepreneurship (TE-Palvelut, 2020), as well as giving more opportunity to regulate the taxes
of the payments compared to the employee relationship (Yritystulkki, 2020).
This research aims to discover what are the main motivation factors that lead to entrepreneurship in the knowledge-intensive industry. The popularity of freelancing has transformed rapidly
during the past two decades (Burke, 2015, p. iii.) The main objectives for this empirical study
are to understand why talented, high paid knowledge professionals want to establish their own
consulting company and do similar work assignments to the consulting organizations in the IT
industry as an outsourced freelancer. There is a gap in the existing literature that focuses solely
on the software industry entrepreneurs’ point of view of transition to self-employment, as these
individuals are working as outsourced freelancers for other companies. Previously, those informants were working as standard employees in various companies. This is a current topic and
phenomenon, which requires deeper understanding of the motivation factors behind transition
to self-employment. In Finland software consulting companies generally have a good selection
of benefits (Appendix 2; see e.g. Järveläinen, 2014), pleasant flexible working environment,
and these companies are voted among the best companies to work for in Finland year after year.
(GPTW Finland, 2020). So why individuals decide to leave permanent job and enter to self-
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employment? Most studies focus either on crowdsourcing, or on the reasons why enterprises
employ freelancers and the cost and benefits of doing so (Barley & Kunda, 2006, p. 46). Enterprises' tendency to source out part of their functions or projects has created contingent forms of
self-employment. (Muehlberger, 2007, p. 1) This thesis contributes to academic discussions in
entrepreneurship literature by exploring the factors behind self-employment in the software industry.
This thesis is structured as follows: Section 1 creates a background on the topic of software
entrepreneurs and this study’s research question and limitations. Chapter 2 presents motivation
theories that increase the reader’s background knowledge for results as well. Chapter 3 defines
the different forms of entrepreneurship in general, and software entrepreneurship in Finland.
Chapter 4 deals with monetary and non-monetary reward models used in the software industry
in Finland. Chapter 5 explores the methodology followed, describes the collected data and
sources of data; Chapter 6 presents possible explanations for the empirical study and Chapter 7
describes discussion, and Chapter 8 the main conclusions, implications, and future research
suggestions and limitations.

1.1 Trends of self-employment and entrepreneurship in the software industry
Entrepreneurship in the information technology age can appear in a different form than we are
used to. Entrepreneurs are not a homogenous group of similar types of entrepreneurs, rather
they represent the era we are living. Leighton (2015, p. 101) depicts how independent professionals have a variety of specialisms, varying from health care professionals to IT contractors.
Burke & Cowling (2015, p.1) describe that freelancers are to a lesser extent a shabby workforce
and are more a gifted specific workforce that empower organizations to diminish obstructions
to passage, chance and monetary prerequisites while improving business readiness, adaptability, and effectiveness.
The Information Age brought a new version of career concepts where external working methods
become part of our internal labor markets. (Styhre, 2018, p. 32) In Finnish ICT (information
and communication technologies) -market one can recognize various forms of short-term contracts such as outsourcing one part of a company's internal activities, offshoring, nearshoring,
agency labour and freelancing. ICT-companies have created a massive market of consulting
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service providers for those companies who are not capable of digitizing their services or products without external help. Finnish Ministry of Economic Affairs and Employment of Finland
has made a publication of the software business industry and in this report, they categorize
industry into four segments. These are (1) software design and manufacturing, (2) computer
hardware and software consultancy, (3) data processing and hardware operating and management services, and (4) other hardware and IT services (Ek, 2020, p. 5). In 2018 there were 4
357 companies providing software design and manufacturing in Finland and 1 818 companies
offering computer hardware and software consultancy services (Ek, 2020, p. 16). This thesis is
focusing only on the software consultancy, more specifically on the individuals who are offering their consultancy services via freelancing. Software business is part of knowledge-intensive
business services (KIBS) and it is closely interconnected to other industries. (Ek, 2020, p. 12).
Van Stel & de Vries (2015, p. 79) categorize knowledge freelancers to be entrepreneurs’ offering of only their own labour rather than selling goods.
ICT-industry has suffered from a labor shortage already in 2017, when Finnish Ministry of
Economic Affairs and Employment of Finland published a previous report. During that time
one of main issues was regional differences within Finland. In some areas of Finland there were
qualified software specialists without jobs whereas in the Capital Region of Finland companies
could not find enough talented employees. (Metsä-Tokila, 2017, p. 20) Already in 2017 it was
obvious how labor shortage will affect companies' growth, and even students studying software
engineering or computer science were grabbed from Universities into work life to fill shortages.
(Metsä-Tokila, 2017, p. 25) The speed of growth has been influenced by digitalization requirements, globalization, economic boom, and companies’ outsourcing activities. This led to a situation where SW developers established their own software consulting companies, which up to
date have grown into medium size corporations employing hundreds of employees. In this thesis, these medium size consulting companies are customers of software developer freelancers.
Nevertheless, freelancers are digital nomads that can work for consulting companies, private
companies, public sectors, and on digital platforms.
ILO’s report (2017, p. 43) Dependent self-employment: Trends, challenges and policy responses in the EU shows that during the past few decades in industrialized countries, there has
been a notable shift away from standard employment to non-standard employment and that
trend covers self-employment. Finnish ICT-industry report divides companies by size into four
categories including all the above mentioned four ICT-segments (Ek, 2020, p. 17) (Table 1).
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Table 1 Size of ICT-companies in Finland in 2018 (Ref: Modified from Ek, 2020, p. 17)
Company category

Amount of companies in the category

Number of employees

Micro company

5 895 in total

Employs 0-9 people

Small companies

640 in total

Employs 10-49 people

Medium-size companies

153 in total

Employs 50-249 people

Large companies

24 in total

Employs more than 250 people

*from which 3 companies employ more than 1000
people

This statistics in Table 1 clarifies the number of small entrepreneurs in Finnish software market.
Amount of new companies has increased during 2015 and 2018 from 1 088 companies per year
to 1 496 companies per year. Naturally, companies are also shutting down, approximately at a
speed of 672 - 863 companies per year. (Ek, 2020, p. 22) Finland is following other Nordic
countries in software business trends, while the number of micro sized companies in Norway,
Denmark and Sweden is over 90 per cent of all companies operating in the ICT-sector. (Ek,
2020, p. 42) Acs, Szerb, Lafuente & Márkus (2020, pp. 15-19) published newest Global Entrepreneurship Index 2019 report which represents rankings of complex fourteen pillars measuring
entrepreneurial attitudes, entrepreneurial abilities, and entrepreneurial aspirations. Finland
ranks in the place eleven out of all 137 countries analyzed in this report. Nordic neighbour
countries are above Finland, including Sweden (10th), Iceland (7th), and Denmark (4th).
Global mobility is an inalienable part of software business where entirely all work tasks are
made together with computer and internet connection, excluding data servers and data centers
where physical attendance is occasionally required. Talent shortage on the IT market is a real
problem in several countries. Statistics from Autumn 2019 represents that there were 918,000
unfilled IT jobs in the USA work market. (Loten, 2019) In Finland it is estimated that annually
there is a shortage of skilled IT workers 5 000 - 6 000 per year and within five years the total
amount will be 40 000 employees. (Ek, 2020, p. 24) Finnish and international companies are
competing for the same software developers if these people are willing to work or live outside
of their country’s borders. In addition, Eurostat published statistics claiming that from all EU
countries, Finland had the highest relative share of its total workforce employed as ICT specialists which is 7.2 % of total employment. (Eurostat, 2019). ‘’The number of persons employed as ICT specialists grew by 41.3 % during the period from 2008 to 2018, which was more
than 12 times as high as the corresponding increase (3.4 %) for total employment’’’ (Eurostat,
2019).
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Most EU enterprises outsource their ICT functions, which consist of maintenance of ICT infrastructure, ICT security and data protection, development of web solutions and support for web
solutions. (Eurostat, 2018a).

Figure 1 outsourced ICT functions in EU-28, in 2017 (Ref: Eurostat, 2018a)

Figure 1 depicts how enterprises, employing more than 10 people, in the EU countries have
formed their activities and separated these into activities performed by own employees or external suppliers. (Eurostat, 2018a). It is evident how common outsourcing is in the ICT industry.
While analyzing more specific values concerning only Finnish enterprises in 2018, it is found
that 63 % of enterprises outsourced the support for web solutions for external suppliers and 61
% of enterprises outsourced the development of web solutions. (Eurostat, 2020).
This study does not investigate what are the motivation factors for companies to outsource ICTactivities, however, it is relevant to understand the size of outsourcing in the software industry.
We still lack a comprehensive analysis of the causes underlying freelance workforce trends
(Burke, 2015, p. 23). Jensen et al. (2007, p. 37) suggest that popularity of outsourcing increased
as a result of the internet and globalization. Finland is the leading European Union country in
terms of digitalization. The Digital Economy and Society Index ranked Finland as number one
leader followed by Sweden, the Netherlands and Denmark. Finland has good infrastructure,
comprehensive and inexpensive internet connection, and a very high skilled workforce as a

6
result of free universities. In addition, Finland has an excellent capability to create new innovative digital technologies, creating new jobs and attracting investment. Compared to other EU
countries, Finnish public services are forerunners in digitization. (DESI Index, 2019).

1.2 Theory overview
Herzberg (1968) coined the word job enrichment in his article, where he suggested how organizations could increase the creativity of their employees and offer more opportunities to them.
Job enrichment is visible when a company offers self-development, career management and
self-managed learning. On top of that Finnish software development companies offer employee
stock ownership plans, end-of-year bonuses, pay for performance and other incentives to attract
the best employees to work for them. (e.g. GPTW Integrata, 2018) Other industries are learning
from this forward-looking industry, and embracing open offices, company society clubs and
trips abroad. These are discussed in Chapter 4. Mostly, it seems that software developers have
it all. Both intangible and tangible remuneration methods are used. Still, we are facing the situation where individuals decide to “go solo” and establish their own businesses. Software developer freelancers are exploiting the advantage of current labor shortage. Of course, this depends on their current talent profile and matching this with current needs on the market.
Already in the beginning of 2000, an expansion in subcontracting and outsourcing exercises
existed, which had roots in the behavior of enterprises and public policy. (Muehlberger, 2007,
p. 2). Muehlberger (2007, p. 46) argues various reasons behind the increase of self-employment.
These include for instance development of the economy and labour market, immigration, family
background, and country’s current tax systems. In addition to previous reasons, entrepreneurs’
demographic profile or personality characteristics is argued to be the explanatory reason behind
self-employment desires (e.g. Uddin and Kanti, 2013; Karimi et al., 2017; see Barba-Sánchez
& Atienza-Sahuquillo, 2017, p. 1099). Shane, Locke, and Collins (2003) argue that human motivation plays a critical role in the entrepreneurial process, however not solely, external factors
are also influencing. Moreover, researchers argue whether motive to entrepreneurship is forced
by avoidance of unemployment (e.g. Smeaton, 2003; Evans & Leighton, 1989; Acs et al., 1994)
or high demand of certain know-how and labor shortage (e.g. Taylor, 1996). SW freelancers
should not be mixed up with temporary help, instead, they are hired into projects which last
from weeks to years and their rates are paid by the hour. Stone (2002, p. 7) highlights how
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individuals going solo can be business executives, HR professionals, attorneys, medical professionals, and technical staff - contingent workers are not fixed into one professionalism. More
theoretical reasons are explained later in Chapter 3.
Individual-level motivators are widely researched from the standpoint of content-based motivation theories (see e.g. Herzberg, 1968; Maslow, 1943; McClelland, 1961; Alderfer, 1972) or
process-based motivation theories (e.g. Skinner, 1938; Vroom, 1964; Adam, 1963; Locke,
1968). These are discussed in Chapter 2.

1.3 Research questions
This study focuses on the experience of the target group. The goal of this study is to understand
new entrepreneur phenomena and discover the motivation factors behind it. This section briefly
outlines a research agenda and questions, paying explicit attention to the motivators of freelancers. This is a study in natural context discovering in-depth phenomenon of interest and
interpreting observations and interviews into ethnography.
The main objective of this thesis is to examine the motivation factors of software developers to
establish their own business and operate as a freelancer. This study also includes demotivators
which informants raised in the discussions. The starting point of the ethnographic study was
that the author did not aim to find the main reason that has led to entrepreneurship rather understands that man is a holistic person who is influenced by many external and internal factors.
Therefore, the sub-questions mainly deal with the entrepreneur’s preferences in work and elements that reduce motivation. Through these matters, a new perspective is gained on the main
question, i.e. why a person has started as an entrepreneur. When working as a freelance consultant in software development projects it might be that only a few essential details will change
compared to their previous working contract as an “employee consultants”. Finnish labor market has utilized external consultants for a long time which enables newcomers to establish their
firm smoother. However, the compensation and benefits package are different when changing
from regular employee into freelancer. Is this the only reason? The complexity of motivation
factors provides an interesting and current topic. Therefore, the main research question is as
follows:
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RQ: What are the main motivation factors that lead to freelancing in the software business
consulting industry?
Research question offers multiple reasons for entrepreneurships. It is important to dig deeper
into freelancers’ extrinsic and intrinsic motivation drivers. The first sub-question is the following:
sRQ1: Which individual factors increase motivation in freelancer’s work?
To find out what might be demotivating for the freelancer, second sub-question is following:
sRQ2: Which individual factors decrease motivation in freelancer’s work?
These sub-questions aim to seek which elements increase or decrease IT-freelancer’s motivation in his work. These might be related to the main differences compared to standard employment as a consultant versus self-employed freelancer as a consultant, or in general (de)motivational factors in freelancing. The results can be used to develop software enterprises’ internal
mechanisms related to external workforce and engagement of those consultants.

1.4 Theoretical framework
Theoretical framework is a preliminary phase of theory building. In this study, the central phenomenon to be explained is motivation factors to be an entrepreneur. This study follows the
principles of ethnographic study. Figure 2 represents the visualization of the thesis’ theoretical
framework, which consists of three aggregate dimensions; freelancing, and self-employment,
motivation theories and incentive models.
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Figure 2 Theoretical framework of the study

Theoretical framework is a roadmap of the thesis combining of freelancer and self-employed
theories, individual related motivation theories, and remuneration packages in the software industry. Purpose of the theory is to offer solid background for the findings later in this study.

1.5 Defining key concepts
Entrepreneurship
Entrepreneurship is an activity that involves discovery, evaluation, and exploitation of opportunities to introduce new goods and services, ways of organizing, markets, processes, and raw
materials through organizing efforts that previously had not existed (Shane, 2003, p. 4).
Freelancing
Freelancing is a new type of working method, covering for example creative, scientific, legal,
and technical occupations. Typically, freelancer is skilled individual in non-manual occupations, and he might work alone or with partners. Freelancer contract out his skills to various
organizations. (Burke, 2015, p. 2 and 17). In general, freelancers may be called external contractors, external workforce, independent professionals, or outsourced professionals. In this
study, a term entrepreneur is used.
Self-employment
A legal, societal, and contractual framework (Gevaert et al., 2018) defines this differently in
each country. An entrepreneur is a person who engages in economic activities for his own account and at his own risk. An entrepreneur can be an employer entrepreneur or a self-employed
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person, such as a self-employed person or a freelancer. A person working in a limited company
who alone or with his family owns at least half of the company is considered an entrepreneur.
(Tilastokeskus, 2019)
Motivation
Motivation is defined broadly in different scientific literature. It can be divided into intrinsic
and extrinsic motivation (Ryan & Deci, 1985), and factors which increase or decrease our motivation as two-factor theory represents topic (Herzberg, 1968). Shortly, it is “attribute that
moves us to do or not to do something” coined by Broussard and Garrison (2004, p. 106).

1.6 Delimitations
Knowledge-intensive software industry can be applied to a variety of organizations, from product-companies, who deliver packages, to consulting companies, whose primary function is to
serve other organizations with their one-off solutions. In this thesis, the industry scope where
the outsourced freelancers are working is not delimiting this study. In other words, this study
focuses on the freelancer consultants themselves, who are working as software developers in
any industry. To demonstrate this, researcher can interview a software developer freelancer who
is working directly in the customer’s premises in the banking industry, primarily, working for
their new internal software tool. In comparison, a software developer freelancer who is working
for an international IT-consulting company, and this company has sent this outsourced freelancer to their customer’s premises to develop the customer’s new website. In addition, there is
another example, where there are three layers in between the end-customer and freelancer,
while there can be a recruitment agency and international IT-consulting company before the
end-customer. This research focuses solely on freelancers’ and not on the end-customer’s industries.
This research is limited to experienced software developers, with more than five years of experience as employees or freelancers. The reason behind this was to gain better understanding of
the motivation factors that eventually led to entrepreneurship. Researcher was looking for the
freelancers from LinkedIn, which gave a good impression of the number of years in the industry. The phenomenon of freelancing is not new; however, researcher faced a constraint when
searching for software developer freelancers for the interview. There are a limited number of
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women who code, and when we analyze the situation in the freelancing market, the number of
women is even lower. In the light of the market situation, interviews and discussions are conducted with male freelancers. This will be analyzed further in the future suggestions. Changes
in working life and diversity were the main reasons why target group of the interviewees is not
limited to on how many years they have been entrepreneurs. Today, entrepreneurship is not
limited to a particular form of enterprise. In fact, freelancers felt that their own form of business
was irrelevant to their work. Billing can be managed by a service offered to self-employed, or
by establishing a business name or a limited company. This is why this study does not specify
how many years the interviewees have been entrepreneurs but focus on work experience as a
software developer.
Theory of self-employment and rewards systems often scratch the surface of motives behind
employee engagement and retention or turnover. Some of the findings from different articles
are addressed in this study yet limiting this to the core context of freelancers in the software
industry, and motives to shift from standard employment to entrepreneurship. From theoretical
point of view this study is focusing on individual’s perspective, in work context, and primarily
to solo self-employed professionals. Excluded from the constraints are companies’ reasons for
hiring a freelancer, an entrepreneur’s personality factors as a reason for entrepreneurship, motivational theories that do not examine work, and the benefits offered by informants’ previous
employers.
These interviews, observations, and field work are conducted in Helsinki, which is the main
reason why entrepreneurs come from the capital district. In a global and Finnish perspective,
this is a limitation, which might affect the results of this study. The general costs of the workforce in the capital area is higher than in the other parts of Finland (Ek, 2020, p. 18), and results
reflect only the situation in the capital area. This study does not categorize interviewees based
on their demographic factors for example Millennial generation. In addition, impacts of using
freelancers are not analyzed in this study, such as comparing companies who are using SW
(software) freelancers and the loyalty among standard employees. The data is not collected from
freelancers operating in one similar enterprise, rather, it offers insight into nonstandard workers
without predestine case companies. In addition, all of the informants are working directly to the
customer or via intermediary, not via crowdsourcing platforms.
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2. WORK MOTIVATION
Motivation can be used to describe general aspirations for the whole of humanity as well as
individual differences between people. Many motivation theories exist, and they are complementary to each other, trying to analyze complex topics from different standpoints. This study
does not aim to analyze all existing motivation theories, rather, the selection of motivation theories is restricted to the most relevant ones. This chapter aims to find out whether one of the
major motivation theories explains the self-employment phenomenon and those concepts which
emerged from the observation and interviews in the field.
Armstrong (2010, p. 21) introduces four well-known motivation theories in his book of reward
management practices, and these include Alderfer’s (1969) ERG Theory, McClelland’s (1961)
Theory of Needs, Maslow’s (1943) Hierarchy of Needs, and Herzberg’s (1968) Two Factors
Theory. Other well-known authors of motivation theories are Skinner’s (1938) Reinforcement
Theory, Vroom’s (1964) Expectancy Theory, Adam’s (1963) Equity Theory, and Locke’s
(1968) Goal Setting Theory. Another important feature of the motivation is the Self-Determination Theory provided by Deci & Ryan (1985). In entrepreneurship context, motivation theories can be distinguished between content-based motivation theories focusing on individual’s
motives for starting a business, and process-based motivation theories; how humans are motivated by entrepreneurship. (Barba-Sánchez & Atienza-Sahuquillo, 2017, p. 1099).
The importance of a motivated employee to the company is invaluable, but in this section, aim
is to look at motivation theories from an entrepreneurial perspective as well. Shane et al. (2003,
p. 21) believe that “the development of entrepreneurship theory requires consideration of the
motivations of people making entrepreneurial decisions.” Therefore, this chapter introduces
motivation theories to establish a foundation to the findings of this study.

2.1 Content-based motivation theories
There are four famous content-based theories, which are occasionally called need theories as
well.
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2.1.1 Hierarchy of needs

Abraham Maslow’s (1943) Need Hierarchy Theory is considered as fundamental to latter motivation theories. Hierarchy theory classifies human needs into five hierarchical levels, while
Maslow believed that human needs need to be satisfied in that hierarchical order. According to
Maslow's theory, the lowest needs in the hierarchy are deficiency needs. People seek basic security and safety first from their employers. Correspondingly higher needs are growth needs.
(Fitz-enz, 2000, p. 97). Theory points out how there is usually a need for more than a wage, in
the higher levels, recognition and job satisfaction are required. There is hardly any limit to
development needs and self-fulfillment needs. Maslow's theory provides a good basis for reward. There may be different needs or desires for job or remuneration. It may be enough for
some to change some of the working practices they want. For some, the basics may already be
in order, so he may have some incentive for higher needs in place. (Jensen et al., 2000, p. 71).
This hierarchy of needs has five levels (see Figure 3). First, there are physiological needs such
as food, shelter, clothing, water, air, sex, sleep, and warmth. These are needs for survival. In
the work context these include for instance competitive salary, leaves, working conditions, and
work contract. Once these basic needs, obtained by money, are satisfied others emerge. Second
layer represents security/safety needs which are for instance laws, orders, stability, and economic and security (reliable income), physical protection (house), work-life balance, medical
insurance, employment legislation and pension plan. Next comes third stage, social needs,
which include love and belonging, being part of society or group. In the work environment this
can refer to acceptance by others, recognition, and effective communication. At stage four,
(self)-esteem needs are achievement, independence, status, and other aspects which motivate to
write, compete, think, and compare. In the work context these could include promotion, rewards, opportunities, and job title. Highest level five is the self-actualization, where an individual can realize his/her potential, seek for personal growth, and achieve it. Highest level can
include social responsibility. (Stone, 2002, p. 16; Martin, 2019).
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Figure 3 Maslow’s Hierarchy of Needs in Reward Context (Ref: adapted from Jensen et al., 2007,
p. 72)

In developed countries, basic material and social needs are likely to be fulfilled. What rises in
after those levels have been obtained, is a need for self-realization and autonomy (Maslow,
1970). Van Stel & de Vries (2015, p. 78) stress how solo self-employed have a higher level of
autonomy and freedom, therefore, they can meet these higher needs from the Maslow pyramid
(see Figure 3).

2.1.2 Two-factor theory

Herzberg, American psychologist well-known for his two-factor theory, was interested in what
motivates employees and he conducted a research from events in the lives of accountants and
engineers. Based on his research, he argues that people have two sets of needs stemming from
humankind’s animal nature; to avoid pain from the environment and the ability to achieve and
grow through achievement. Frederick Herzberg’s Two Factor Theory categories factors into
two; hygiene and motivational factors (presented in Table 2). Whereas, hygiene factors are dissatisfiers, their absence dissatisfies but presence does not motivate, and motivational factors are
what motivates us and lead to satisfaction. (Herzberg, 1968).
The key thing about hygiene-factors is that if they are not there, they will be affected as demotivating factors, but these will not motivate employees if they exist. Hygiene-factors had to be
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in the workplace, and these include pay and other financial rewards, working conditions, company policy and administration, appropriate supervision, status, and security. (Herzberg, 1987,
p. 9). Herzberg argues that if individual claims work to be demotivating, it is most likely because the job lacks hygiene factors. Stone (2002, p. 15) argues economic prosperity shifted
from buyer’s (employee) market to management’s (employer) market in the early 2000’s. It
took longer to find a job, and many were out of work. However, the most talented employees
are still able to leave. Lack of hygiene factors and dissatisfaction with a work environment
caused employee turnover. Herzberg argues that there are more motivating factors which are
non-financial approaches. For example, the work itself, responsibility at work, growth or advancement, and achievement and recognition for achievement. (Herzberg, 1987, p. 9). Meaningful and fulfilling work will impact on overall satisfaction.
Table 2 Two Factor Theory’s Hygiene and Motivator Factors (Ref: Herzberg, 1968, see Dun et al.,
2012)

Motivators

Hygiene factors

Achievement

Pay

Advancement

Company policy

Growth

Supervisory style

Recognition

Status

Responsibility

Security

The work itself

Working conditions

Styhre (2019, p. 110) argues in his book of Venture Work that academic entrepreneurs aiming
for scientific spin-offs and patents are motivated by a variety of motivational factors. Individual’s motivation is a complex whole and linked to social relations, local conditions and professional norms and beliefs. One example of a hygiene factor in spin-offs is a wage premium,
referring to a better salary compared to other high-tech start-ups outside of the university sector,
to compensate for market risks the employees are exposed to including survival rate, patenting
activity and market evaluation. (Styhre, 2019, p. 123). As stated in Herzberg’s model, job security is crucial to enable general satisfaction, however, it will not lead to higher motivation
directly. On the other hand, motivational factors of these academic entrepreneurs include passionate work, being part of a highly qualified team, a sense of a higher goal being pursued and
creating innovative solutions. (Styhre, 2019, p. 127). Interesting finding in Styhre (2019, p.
158) study was how academic self-employed individuals, who have employees in their team

16
and venture capital, expressed that the size of their own stock ownership is not as relevant for
them as it is for external venture capitalists, it primarily just shows commitment to the company.
This could be understood as Herzberg’s motivator factor leading to stronger commitment.
Table 3 Table of job enrichment and empowerment (Ref: Herzberg, 1987, p. 10)

Principle

Principles of vertical job loading
Motivators involved

A Removing some controls while retaining accountability

Responsibility and personal achievement

B Increasing the accountability of individuals for
own work

Responsibility and recognition

C Giving a person a complete natural unit of work
(module, division, area, and so on)

Responsibility, achievement, and recognition

D Granting additional authority to employees in
their activity, job freedom

Responsibility, achievement, and recognition

E Making periodic reports directly available to
the workers themselves rather than to supervisors

Internal recognition

F introducing new and more difficult tasks not
previously handled

Growth and learning

G Assigning individuals specific or specialized
tasks, enabling them to become experts

Responsibility, growth, and advancement

Herzberg coined the term “job enrichment” in his article, entitled One more time: how do you
motivate employees (Herzberg, 1968). When arguing what management needs to do, they must
ensure that hygiene factors are met, and motivating is done using motivator-factors. When looking for possible Herzberg motivators, one can discuss job enrichment and job empowerment.
Herzberg (1987, p. 10) divides management’s attempts to enrich certain jobs into horizontal job
loading, which has negative impact on employees, and vertical job loading, which is suggested
to enrich motivation (see Table 3). Job enrichment is suggested to be a continuous management
function to utilize employees and motivate them better. (Herzberg, 1987, p. 13) Job enrichment
refers to a wider variety of tasks, greater complexity and challenge, ability to manage own
workload and greater sense of achievement. Job empowerment refers to more responsibility
and more autonomy, allowing employees to make decisions independently, less supervision,
and this demonstrates trust. (Herzberg & Mausner, 1967).
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2.1.3 ERG theory

Clayton P. Alderfer (1969) has formed an ERG-theory, which consist of three categories, and
it could be said to be a modification of Maslow’s Hierarchy theory. ERG letters refer to (E)
existence which stands for psychological needs, (R) relatedness stands for social needs, and (G)
growth stands for self-actualization needs. A difference between Alderfer's and Maslow’s is
that Alderfer's needs can happen simultaneously and in various orders. Therefore, in business
context, employers in the IT industry are offering stimulating environments which improve
performance, increase freedom of opinions, and strengthen peer-relationships. Alderfer identified the “frustration-regression principle”, which means that people return to more concrete
goals if they fail higher level needs. Therefore, importance of lower level goals increases temporary, and later on individual aims to satisfy the needs of the higher level. According to Alderfer, achieving the goals will lead to even higher goals, and if the attempt succeeds, other
needs will be met temporarily. The more a person satisfies his growth needs, the more he strives
to develop himself.

2.1.4 Achievement theory

Another motivation theory is McClelland’s Achievement Theory (1961) where human needs
are classified into three categories; (i) Need for Achievement - achieve higher level of success,
(ii) Need for Power - control others, and (iii) Need for Affiliation - belonging and friendship.
Everyone has all of these motivator drivers, although, one will be a primary driver. Achievers
require feedback of their work to analyze how they can improve their work and be more successful. Power seekers are motivated when they can be in control of others, or greater cause.
People who have a need for affiliation, tend to look for harmonious relationships, have a desire
to belong, and prefer co-operation.
Shane et al. (2003, p. 8) explain in their publication that Need for Achievement theory is proved
to be an effective tool for differentiating personality traits between firm founders and general
population (e.g. Collins et al., 2000; Johnson, 1990; Fineman, 1977) and predict success of new
firm founders.

18

2.2 Introduction to process-based motivation theories
There are many process-based motivations theories, and now this sub-chapter represents four
of them.

2.2.1 Expectancy theory

Vroom’s Expectancy Theory (1964) suggests that motivation is a function of three factors; (i)
expectancy is the perceived possibility that effort will lead to good performance (Ability), (ii)
instrumentality is the perceived probability that good performance will lead to desired outcome
(Reward), and (iii) valence is that value of expected outcome to the individual will satisfy the
needs (Need satisfaction). In short, this theory focuses on perceived cause and effect. Formula
can be Performance = f (ability * motivation) (Armstrong, 2010, p. 21).
Barba-Sánchez & Atienza-Sahuquillo (2017) studied reasons to choose self-employment and
the decision to stay as an entrepreneur during times of economic turbulence, and their aim was
to confirm an expectancy theory to be an explanatory reason. The findings suggest (2017, p.
1112) that interest towards self-employment depends on individuals’ perception that it will lead
to desirable outcomes, and the decision to remain self-employed is because motivation, referring to effort to start a business, and abilities (i.e. experience and training).

2.2.2 Equity theory

John Adams (1963) published his Equity Theory which focuses closely with recognition and
reward. Adams suggests that people will be motivated better when treated equitably, in contrast,
demotivated if treated inequitably. Equity can be distributive equity or distributive justice. Armstrong (2010, p. 21) defines procedural justice as a perception of fairness with which
organization procedures are being operated, covering areas such as promotion, discipline, and
performance management.
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Huseman, Hatfield & Miles (1987) found in their study, following principles of Adam’s Equity
Theory, that people can be divided into three groups based on their reaction to equity. Benevolent prefer their outcome/input ratios to be less than the outcome/input ratios of their counterparts, Equity Sensitives desire a balance in outcome/input ratios to equal others and this group
represents the traditional Equity Theory, whereas third group, Entitled prefer their outcome/input ratios to exceed the comparison with others. The last group may feel distress when underor equitably rewarded. This equity sensitivity depicts how individuals perceive outcomes and
inputs. (Huseman et al., 1987, p. 224).

2.2.3 Goal setting theory

In 1968, Edwin Locke introduced his Goal Setting Theory, which established a foundation for
modern goal-setting practices. Locke demonstrated that goals should be challenging, but
achievable, and defining a goal is crucial. Setting specific and measurable goals was also Locke
& Latham (1990) publications primary idea. Their theory of goal setting and task performance
had five principles, which are clarity, challenge, commitment, feedback, and task complexity.
In addition, two key terms are included to this theory: self-efficiency and goal commitment.
Armstrong (2010, p. 21) explains that specific goals, difficult but accepted, increase motivation
and performance if an individual receives feedback on performance.

2.2.4 Reinforcement theory

Burrhus Skinner’s Reinforcement Theory focuses on what happens to individuals when he takes
an action. According to Skinner there are two kinds of behavior, either desirable behavior needs
to be supported, or undesirable behavior needs to be deleted. (Skinner, 1938).

2.3 Self-determination theory
Maslow has served as a source for many other theories of need, the most recent representative
being Deci and Ryan’s theory of self-determination (1985) which focuses on internal and external motivation. The former means an activity that is rewarding in itself and the latter an
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activity that is followed by an external reward. Ryan & Deci (2000, p. 70) do not investigate
what causes intrinsic motivation, while they view it as an evolved propensity, rather they analyze circumstances which elicit and sustain or subdue and diminish this inherent tendency. Authors define intrinsic motivation as activity which is done by cause of inherent satisfaction of
the activity itself, and extrinsic motivation is defined as act of an activity in order to attain some
separable outcome (Ryan & Deci, 2000, p. 71).
Central to the theory of self-determination (later SDT) is that individuals have three basic psychological needs, autonomy, competence, and relatedness that affect our well-being, growth,
and intrinsic motivation (Ryan & Deci, 2000, p. 68). For example, supporting autonomy and
giving feedback reinforces employees' experience of meeting basic needs and has positive effects on well-being and performance. Fulfillment of basic needs in future working life is important for the individual and the work community to function successfully. Here, too, intrinsic
motivation is of great importance - it helps individuals to be productive, of better quality and to
have a positive impact on their well-being. Autonomy and self-determination produce intrinsic
motivation, which is an essential part of self-determination theory. When the activity starts out
of one's own desire and interest, one can do better. Similarly, when the action is controlled and
under pressure, the development of intrinsic motivation is weakened as it is also driven by external factors. The more external motifs are internalized and incorporated into one's self, the
more they become self-determined or autonomous. (Ryan & Deci, 2000, pp. 70-71). The SDT
divides motivation into three types: amotivation, extrinsic motivation and intrinsic motivation.
These motivation types have different regulation styles. Extrinsic motivation has four regulatory styles which are external regulation (e.g. being controlled by rewards and punishments),
introjected regulation (e.g. not fully accepted it as one’s own; ego, guilt or anxiety pushes),
identified regulation (e.g. action is accepted or owned as personally important), and lastly, integrated regulation (e.g. integrated to one’s values and needs). External activities are done to
attain detachable outcomes instead of inherent enjoyment. Amotivation has only one regulatory
style; non-regulation, and intrinsic motivation has also only one style; intrinsic regulation.
(Ryan & Deci, 2000, pp. 72-73).
Sinicki (2019, p. 80) advises software freelancers to picture dull tasks more interesting and
make it more engaging. The reward will be lifestyle, freedom, and success that independent
professionals desire. So, even if task is paid, extrinsically motivating, one can build in intrinsic
motivation.
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3. IDENTIFYING SELF-EMPLOYMENT AND FREELANCING
Theory can be a combination of small theories which are operating as interpretation frameworks
and researcher can add new theories to the study along the analysis process. (Valli, 2018, p.
183). My objective with this chapter is to set the context within freelancer on entrepreneurship,
its diversity in Finland and abroad, and how the subject has been studied in the literature. This
chapter contains an analysis of different types of solo entrepreneurship in the 21st century to
gain a better understanding of the concept of freelancer. In general, a term freelancer can be
understood in multiple ways depending on what kind of freelancer’s people know and recognize. In this section, the concept of freelancing is also known as consulting, as it refers to act
of offering professional services. However, literature review defines contingent workers differently, for instance, Kalleberg et al. (1999, p. 7) explains contingent work as jobs where implicit
or explicit contracts are not made for long-term or paid minimum hours vary ambiguously. This
is the reason why the term contingent worker is not used to determine freelancers in this study.

3.1 Literature review of different forms of self-employment
Research has focused on creative freelancers, even when this form of employment can cover a
wide range from professional occupations. Freelancer term refers often to own-account workers. (Kitching, 2015, p. 17) The concept of freelancers as a cheap alternative, homogenous
group to replace employees is not valid anymore, while the characteristics describing freelancers have changed. Freelancers are playing a dynamic role in the business helping companies to
find innovations by utilizing external entrepreneurship and splitting or managing risks at the
same time (Burke, 2015, p. iii.) Also, based on research freelancers earn on average 150 %
more than equivalent employees. Burke recommends that in the future, research on freelancers
in the labour market is done based on a segmentation approach, whereas high human capital
freelancers, who create new innovations, are a separate group (Burke, 2015, p. iv.) Barley &
Kunda (2006, p. 47) explained that free agents made more money than permanent employees
because their salary reflected the real value of their skills. There is no such one kind of freelancer type which covers the freelancer phenomenon. Models of the employment contract include regular full-time and part-time employees, independent contractors, freelancers, external
consultants, and other outsourced ways of work. (Ashford, George, Blatt, 2007, p. 72). Self-
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employed people are a minority in the labour force. What other kinds of freelancer types do we
have? Barley & Kunda (2006, p. 50) define independent contractors into three categories: free
professionals, professional firms, and corporate professionals. In their article, free professionals
are classified as the oldest form of contractor and these are often associated with lawyers and
doctors. Professional firms were consortium of independent practitioners, such as accountants,
architects, doctors, and engineering consultants. Corporate professionals are salaried employees of firms but not managed by their own professionals.
“Like free professionals, technical contractors worked as solo practitioners and, in most
cases, arranged for their own benefits. Like members of professional firms, contractors frequently worked for one organization, a staffing agency, but offered their services to another.
Like corporate professionals, they practiced inside organizations, often as members of a team
whose work was subject to management’s direction.”
(Barley & Kunda, 2006, p. 52)
Barley & Kunda explain above the contradiction technical contractors, or freelancers, face in
work life. In this study, SW professionals who established own company and bill for their working hours are operating as explained in Barley & Kunda’s study, partly independent freelancers,
and partly dependent of intermediaries and customer’s management.
Standard and nonstandard employment relations (Kalleberg, Reskin, Hudson, 2000, p. 2) are
arrangements of how work is organized. Finnish law determines employment as (Finlex Work
Law, 2020) contract of employment whereby an employee or employees, collectively, undertake to work personally on behalf of the employer under his or her management and supervision
for remuneration or other consideration. OECD’s Automation and Independent Work in a Digital Economy report (2016, p. 3) points out how non-standard jobs tend to have fever rights to
social protection, weaker career progression, receive less training, lack access to mortgage and
face greater insecurity. Unique employer-employee relationships are threatened, and this may
have influence on minimum wages, unemployment insurance, pension, health insurances, collective agreements, taxes, and statutory working hours. ILO’s report of Self-employment
trends, challenges, and responsibilities (2017, p. 9) disclose four non-standard forms of employment: (i) multi-party employment relationships, (ii) disguised employment, (iii) undeclared
work, and (iv) self-employment. Multi-party employment covers labour hire and temporary
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agency work, and disguised employment corresponds to bogus, sham, dependent and misclassified self-employment. Undeclared work is a non-standard employment relationship, which is
not informed to public authorities for security, tax, or labour law reasons. Lastly, ILO defines
self-employment, which follows one of the following criteria: spends time on the operation of
a business, works for the purpose of earning profit, or is currently establishing a business. Selfemployed without employees can be called as own-account workers. (ILO, 2017, p. 13). Cieslik
(2015, pp. 33-34) segmented the solo self-employed category from hybrid employment to dependent solo activity within various industries and occupations. Dependent entrepreneurs provide services with one contracting client only, whereas this study presents that self-employed
people combine employment positions with extra business activities. Leighton (2015, p. 99)
uses the term IPro’s to express independent professionals in her study of freelancers’ legal
rights. Furthermore, nano, and micro businesses are used to depict entrepreneurs.
Different research suggest that there are classifications for different types of freelancers. Burke
et al. (2015, p. 9) suggest four categories: low skill-based, skilled, managerial, and director
level freelancers. Their study found out that most of the freelancers, 68.4%, employed by British business are skilled workers. They claim that freelancers are not found only in certain industries, rather, freelancers cover all sectors of industry and all types of workers. (Burke, 2015,
p. 9). Their research covers in total 18 industries from which the highest number of different
types of freelancers used by industry sector are business management, health professions, sport
industry and architecture. This research is from 2013 and then the IT industry in Great Britain
was in the 12nd place, which means that the IT-industry prefers a single type of freelancer
model (Burke, 2015, p. 12). In general, freelancing is an employment arrangement used in numerous industries including e.g. sales and customer service occupations, managers and senior
officials, technical occupations, administrative occupations, caring, leisure and other service
occupations (Kitching & Smallbone, 2012, p. 79). Bögenhold et al. (2014) propose that technological changes have allowed for freelance workers and other small businesses to operate
with low costs. This phenomenon is so called remote work, where consultants can decide to
work from home if there is a portable computer and fast internet connection. In the UK more
than 2.7 million people work from different places, including their home. (Burke, 2015, p.
23). As mentioned earlier in Chapter 1, Finland has very high level of information systems and
digital services which enable remote work around Finland as well.
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To summarize, freelancing is one way of working in modern society. Software developers are
in high demand all over the world, and there are myriad online platforms (e.g. Freelancers.com,
UpWork, Guru) where freelancers can search for work opportunities, which vary from a few
hours to months of billed working hours. Online gig economy offers multiple ways to engage
oneself. Enterprises utilize various outsourcing techniques depending on their needs.
Crowdsourcing is interconnected to online platforms, where enterprises can offer open tasks to
all users, or limited target groups, and these tasks change repeatedly (Howe, 2006). Barley &
Kunda explains (2006, p. 48) how the internet enabled contractors to enter the market day and
night. Freelancing as a new form of professional practice covers a much wider area than solely
the gig economy. ILO’s (2017, p. 9) report explains that non-standard work contracts are problematic, whilst rights and conditions have been formally based on standard employment relationships. Leighton (2015, p. 105) argues what key features differentiate standard employees
from independent professionals legally? For example, Finnish work law is ambiguous of the
definition of employees’; however, it has a connection with who has the surveillance responsibility of the task. (Finlex work law, 2020) Most commonly used definition of employee is
whether an individual is subject to the control and instructions of the employer or client (Leighton, 2015, p. 106), which is problematic because in software projects external employees are
often inseparable part of project teams and in this way they receive instructions from the project
manager or product owner. Enterprises do not aim for situations where their external contractors
are treated as employees in the eyes of legal authorities. Contracts between freelancers’ and
end-customers can be overwhelming.
Kitching studied the UK Labour Force Survey trends between 1992 and 2015, and his findings
suggest new, flexible, labour strategies and regulation among freelancers. First of all, the UK
legislation does not recognize the term “freelancer” as a one working type, however, it is an
established term in those industries where freelancer work is widely used (Kitching, 2015, pp.
15-16.) In contrast, in Finland, there has been a so-called ‘freelancer income-tax card’ for a
long time (Vero, 2020) which has allowed workers to work for multiple organizations, however,
this type of freelancing does not apply to the independent consultant work directly. Despite the
same language of “freelancer work” there can be multiple meanings for that, which need to be
distinguished. For example, Kitching (2015, p. 19) categories self-employed without employees
into freelancers’ category, while the Statistics Centre of Finland classifies self-employed as
their own group. (Ek, 2020) It can be challenging to classify freelancers into their own subgroups while the freelancer workforce is highly miscellaneous (Burke, 2015, p. 20). Tremblay
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& Genin (2008, p. 162) categorize self-employed in three; (i) independent workers who are
self-employed and without hired help, (ii) self-employed workers who hire few casual freelancers under contract, and (iii) professionals in co-partnership on an individual basis. In this study,
focus is on the first (i), however, few of the freelancers do have hired seasonal help (ii) or are
working together with partner (iii) who is a software developer freelancer as well.

3.2 Types of freelancing in the Finnish software industry
Organizations operating in the creative industry, in example music, translation, art, film, publishing, have established the use of freelancers (Fraser & Gold, 2001; Ekinsmyth, 2002; Storey
et al., 2005; Mould et al., 2014, see Burke, 2015, p. 22), and this phenomenon is now becoming
more common in the IT and technology industry. Most consultants are specialists in their own
area, dominatingly college instructed, profoundly qualified experts, utilizing present day technologies. (Beno, 2019).
In Finland, a person can start their freelancer career in various ways. It should be noted that
legally freelancer means some form of entrepreneurship in Finland or refers to a separate employee’s tax card. One can become an entrepreneur through a variety of legal forms, such as a
limited liability company, a sole trader, or a cooperative society (Yritä, 2020a; Yrittäjät, 2020).
These differences are not addressed in this thesis. The shift from employee phase to growth
freelancer phase is described in the Figure 4. Technological changes have enabled so called
light self-employed to exist (Yritä, 2020b). This type of entrepreneurship has less risks than the
following phases. People who wish to operate as light self-employed, can utilize platforms like
www.ukko.fi which are made for billing the hours or the project outcome from the end-customer without establishing an own business ID (Ukko, 2020; OP, 2020). Normally, this is a
phase which can be temporary or part-time, alongside a standard employment relationship. Parttime entrepreneurship is an alternative to becoming a full-time entrepreneur. A part-time entrepreneur earns his living mainly from somewhere else, or he is a full-time student or a retiree.
Becoming an entrepreneur is easier when you can test a business idea first as a part-time entrepreneur. (Yrityssuomi, 2020.)
Hybrid entrepreneurship is a combination of self-employment and employment (Cieslik, 2015,
p. 33) In this study, hybrid self-employed are software developers working in professional firms,
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which pay base salary and percentage-based salary on top of that. This model is in use for
example in Mavericks (2020) and Rakettitiede (2020). Sharing physical and support functions
enable entrepreneurs to handle more clients at lower marginal costs. Software firms decide the
percentage which they will pay on top of the salary, and this is connected to billed hour income.
For instance, base salary is 2000 € / month, and this will be paid even if the IT-consultant does
not have a project. However, when the consultant is on the project, which has an 88 € / hour
billing rate from the end-customer, the software firm will distribute 30 percent from these 88
euros directly to the consultant in the project. In this way, consultant will earn 2000 euros plus
(88€ * 160 hours month of work * 30 %) = 6 224 euros from that month. Finnish ICT-companies
can either hire direct employees working as hybrid self-employed or hire independent freelancers with the same billing mechanism.

Employee

Light selfemployed

Hybrid selfemployed

Selfemployed
freelancer

Growth
freelancer

Figure 4 From employee to freelancer in the software industry in Finland

In Figure 4, the last two versions of entrepreneurship are self-employed and growth freelancers.
Self-employed is the regular way of freelancing, and these people have a limited liability company, or a registered sole trader. Most of the informants are in this category, and few are either
growth freelancers or hybrid self-employed freelancers. Growth freelancer is closer to Barley
& Kunda (2000, p. 50) professional firms’ model, where individuals collate, or it can be an
individual freelancer’s strategy to create a growth business where he will be hiring regular employees working for his established company and existing customers. Sinicki (2019, p. 176180) suggests hiring employees, service arbitrage, teaming up, productization, and franchising
as methods for scaling the business. Service arbitrage refers to a model where a freelancer analyzes competitors doing the same but with lower price, and then outsourcing some of his work
to these other freelancers. Profit is composed from the difference of client’s payment and rate
paid to other freelancers. Wiklund, Davidsson & Delmar (2003, see Van et al., 2015, p. 30)
found that an entrepreneur's attitude concerning growing his firm can predict the intention to
actually grow and realize the growth. Pricing also creates an impression of the product or service being offered. Customers often consider higher-priced service to be preferable, which can
increase trust in the company. Abstract services are usually priced on a demand-driven basis,
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as variable costs are low. (Lehtinen & Niinimäki 2005, 55.) Expert services can be priced based
on time charges, for instance how much time an expert spends on solving a customer's problem.
Typically, self-employed software developers operate via talent agencies, who manage contracts between freelancer and end-customer. The dual commitment of freelancers occurs between the agency and the organization (Linden, Wayne, Kraimer & Sparrowe, 2003)

3.3 Role of intermediaries and end-customers in the freelancing business
Talent agencies ensure that freelancer does not need to focus on sharping their marketing,
branding, or sales skills, rather, they need the capability to negotiate and have technological
capability. “Making deals in the market, newcomers soon learned, was more like haggling in a
bazaar than shopping at a suburban mall” depicts Barley & Kunda (2006. p. 48.) Kalleberg et
al. (1999, p. 7) define talent agencies as the de jure employers and the end-customer as de facto
employers.
In Finland, freelancer may select one subcontractor and co-operate with it for several years.
When both parties know each other, subcontractor and buyer, a confidential relationship can be
built. In many cases where subcontractors’ employees (freelancers) are working in the buyer’s
(customer’s) premises, a blended human resource policy is followed. Barley & Kunda (2006,
p. 55) indicate that managing strategic alliances is a trend in the post-industrial era. It is reasonable to follow the same human resource principles to avoid situations where inequality is highlighted. Many individual freelancers have established inseparable customer relationships and
become part of the customer’s team and they are often invited to customer’s internal events.
(Viitala, 2007, p. 101) Enterprises are acquiring new workforce with various methods. One key
standpoint is, whether the task should be done internally or acquired by an external consultant.
(Viitala, 2007, p. 103) In larger enterprises the usage of subcontracting can also be analyzed
through profit and loss statements. Generally, internal human resource expenses are listed on
the Human resource expenditures- section. Whereas, subcontracting services are presented either on the Materials and services- section or on the Other expenses- section. (Tasanen, 2019).
This is one way to “reduce” personnel costs from all expenditures. Although, the possible effect
of talent scarcity cannot be ignored when considering hiring methods of software developers,
as there might not be enough potential employees in the area to prefer internal hiring. Therefore,
outsourcing via subcontracting trump direct hires in some cases.
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Talent agencies are new kinds of brokers between freelancers and end-customers. These agencies provide services such as negotiating agreements and commitments, providing ideas to career planning, building, and maintaining relevant networks. Together agents and networks,
when ably conveyed, delivered constant flows of leads and openings. (Barley & Kunda, 2006,
p. 48) Talent agency differs from traditional recruitment and staffing businesses on what kind
of services they provide to the independent contractor or freelancer. In many cases recruitment
agencies are intended for temporary employees, who are in employment with recruitment agencies, however, work for multiple end-customers during employment. (Kirkpatrick & Hogue,
2006) Whereas, talent agency business model is based on hourly or project-based income which
is paid by the end-customer for talent agency, who takes its share, about 15 percent, and then
recognizes the balance to the freelancer. (e.g. 10x Management, 2020; Talented, 2020).
In Finland, tech talent agencies discuss with freelancers their hourly based price and will look
for projects which fit the contractor's price range including the added 15 percent coverage. For
example, consultants request end-price between 75-80 € / hour (VAT 0%), correspondingly
talent agencies seek projects from end-customers with a price tag between 86-92 euros to cover
their own 15 percent (Talented, 2020) expenditures. Talent agencies may claim service to be
free of charge for the freelancer, however, if contracts between agency and end-customer are
not transparent, the agency may potentially reduce freelancer’s wage rates. Agencies can keep
their mark-ups as confidential information. (Barley & Kunda, 2006, p. 61). The bottleneck of a
company based on in-house expertise is the entrepreneur's own time resource. The time spent
on brand development and sales activities can be reduced by outsourcing the service into talent
agencies. Freelancers will benefit from the talent agency’s network. Agency can provide references, i.e. recommendations that increase the reliability of the entrepreneur. Reliability and
price are often the most important criteria when choosing a service provider. References can be
added to websites and brochures, for example. Customers often ask the subcontractor who they
"recommend". (Wulff et al. 2012, p. 23) Talent agency operates as intermediate and one of their
services can be contractual liability (Tuominen, 2018; Leighton, 2015) which covers damages,
for instance, if quality of freelancer’s work is poor or he has unrevealed confidential data, or he
has caused financial lost to the end-customer.
Freelancers distinguish themselves from hired workforce when money and benefits are discussed. Businesses can hire freelancers with various cost models, they can hire them to accomplish certain tasks (start and end defined) or for longer term to fulfill the skill shortage. (Burke,
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2015, p. 8). Viitala (2007, p. 130) reports reasons why enterprises are utilizing private recruitment agencies, and the main reason is replacement of absence. The next highest reasons are to
acquire exceptional know-how, strategic decision to shift to external contractors, pre-phase of
creating permanent employments, seasonal need of manpower, and diminishing insecurity
among permanent staff. However, freelancers are no longer substitutes to employees, rather
they are seen as skilled independent professionals, who play a central role in 21st century innovation-driven economy. (Burke, 2015, p.3.) Burke & Cowling (2015) enumerate several different advantages business gain when utilizing freelancers. Businesses can manage or even lower
their risk thus advance development and innovation, while decreasing the money required for
advancement and new businesses. This can lead to a situation where freelancers create more
job opportunities to others when the project is successful, and this enables freelancers to promote efficiency-driven economic performance. (Burke, 2015, p.3.)
To better understand the diversity of freelancers, we can examine diverse events where businesses have exploited freelancers. Firms can buy freelance services, rather than hire more employees, if they suffer from downtime. This would be beneficial only if freelancers are seen in
the firm as complementary to employees rather than competing elements. (Burke, 2015, pp.45.) Barley & Kunda highlights (2006, p. 46) also the easiness of terminating contracts on short
notice compared to firm’s core employees. As well as possibility to avoid paying payroll taxes,
benefits, and other expenses of employment. (Barley & Kunda, 2006, p. 60). Indirect costs,
including for instance, office and laptops, are minor compared to the labor costs. (Buxmann et
al., 2012, p. 100). Kitching (2015, p. 22) argues that freelancers allow more flexibility, because
of the various working practices, such as fixed-term, part-time, temporary, agency, annual
hours, zero hours, shift and home-based working. An interesting survey resulted that 55 per
cent of self-employed would rather hire a freelancer than employ an employee. (Dellot, 2014).
Organizations are facing distinctive cost and market requirements which require diverse labour
practices (Burke, 2015, p. 24.) As mentioned earlier, it is necessary to understand factors why
individuals start their freelancing career.

3.4 Reasons for entering self-employment
One could analyze how motivation affects to self-employment from the standpoint of personality traits (e.g. McClelland, 1961; Hull, Bosley & Udell, 1980), make a comparison between
entrepreneurs, managers and standard employees (e.g. Begley, 1995; Low & Macmillan, 1988),
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study how external factors, including political and economic, affect entrepreneurship (e.g.
Burke, 2012; Shane et al., 2003), and few authors emphasize individual’s choice and motivation, and intrinsic and extrinsic motivation (Knell, 2000; Kunda et al., 2002; Dellot, 2014),
whereas On the other hand, Meager talks about self-employment and job quality, and his analysis reviews four measures of intrinsic self-reported job quality (Meager, 2015, p. 41). These
are skill requirements (including training and learning), task quality (including skill match and
diversity), generic skills, and work effort (including hours and intensity). In addition, this study
covers job satisfaction, which can change with the economic cycle, if one has lower ability to
employ himself. His comparison between self-employed and employees indicate that entrepreneurs have greater task diversity, they use more their generic skills, and have more time to learn
their jobs and have a higher skill match. However, self-employed people seem to work longer
hours but slower than employees (2015, p. 42). When he analyzes job satisfaction, self-employed people have higher job satisfaction with aforementioned factors than employees, although, entrepreneurs are less satisfied with one factor which is job security (Meager, 2015, p.
44).
OECD’s Automation and Independent Work in a Digital Economy report (2016, p. 3) depicts
how greater work-life flexibility can create opportunities for a new kind of gig economy. Kitching (2015) argues that socio-cultural influences and political, economic, and social powers impact the interest of external consultant's work services. Kitching studied trends of the UK's
freelancer workforce between 1992 and 2015 and found out how regulatory and political decisions, as well as, influencing public attitudes, have played a major role in creating opportunities
for small business and entrepreneurs. In addition, technological and market developments have
all contributed to the amount of self-employed. (Kitching, 2015, p. 21). Millán et al. (2015, p.
148) claim that the financial and economic crisis in 2008 encouraged governments to direct
more attention to entrepreneurship. Burke (2012) emphasizes how increased outsourcing in
Western countries has been a driving trend that increased freelancing.
Unemployment push theory (e.g. Smeaton, 2003; Evans & Leighton, 1989; Acs et al., 1994)
and prosperity pull theory (e.g. Taylor, 1996) are theories investigating the relationship between
self-employment and unemployment. Despite the point of view of unemployment, these theories are interesting and linked to this study’s motivation factors. Smeaton (2003) argues that
lack of work opportunities pushed people into entrepreneurship, however, Taylor (1996)
stresses how individuals are tended to become entrepreneurs if unemployment rates are low,
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because then transfer from self-employment back to standard employment is effortless. The
OECD report (2016) editorialize that self-employment can be seen as evidence of entrepreneurial spirit and desire to be autonomy, or as a survival strategy if any other ways of earning an
income are not available. Tremblay & Genin (2008, p. 163) argue that unemployment rate has
a negative rather than a positive influence on self-employment, however, the absence of unemployment insurance may operate as incentive for self-employment. In their research, push factors include (i) unemployment, (ii) difficulty to find a job meeting individuals’ own aspiration,
(iii) desire to be their own boss, (iv) dissatisfaction with their former job, and (v) precariousness
of their former employment status. Van Stel et al. (2015, p. 45) categories two distinctive motives behind solo self-employment; out of necessity and out of opportunity. Necessity refers to
lack of alternative opportunities.
Dawson & Henley (2012, p. 714) found in their study of push and pull reasons of entrepreneurship that only 10 percent of respondents related to explicit push factors linked with loss or lack
of paid employment opportunity, whereas entrepreneurship tends to be framed around pull motivations (see Figure 5). Majority of respondents chose self-employment because of independence, nature of occupation, more money or family reasons. This result is aligned with Dennis
(1996) research that individuals enter self-employment because of desire, not because of lack
of available alternatives.

Figure 5 Dawson & Henley (2012, p. 714) Pull and push factors into entrepreneurship

32
Millán et al. (2015, pp. 153) results support prosperity pull theory, when they investigated
whether there is a correlation between willingness to hire employees as own-account workers
(i.e. solo self-employed) and the role of economic conditions. Results show that solo entrepreneurs are less likely to hire employees during recessions. Dvoulety (2018, p.13) also suggests
in his extensive study of determinants of entrepreneurship that if there is an extraordinary increase of unemployment (e.g. an economic recession) individual do not enter self-employment
as the economic crisis influences entrepreneurs.
Acs et al. (1994) found out how economic development affects self-employment rates in the
OECD countries. Interesting detail found in the recent studies is how development of new business models and technologies has shifted to small and new ventures from large enterprises.
(Acs, 2008, p. 223). Shane et al. (2003, p. 5) analyzed several research from the entrepreneurial
motivation and found out that, in addition to individual-level reasons, external environment
control variables impact on the entrepreneurial process. These include for example political
factors, for instance political stability, legal restrictions, quality of law enforcement, currency
stability, and market forces, for instance technology regime, structure of the industry, potential
barriers to entry, population demographics, and market size, and other resources, for instance
labour market’s available skills, transportation infrastructure, availability of investment capital
and complementary technology.
In Table 4 these different reasons influencing decisions to enter self-employment are recapitulated.
Table 4 Different motives to enter self-employment
Reason / Approach

Definition

Main source

Individual’s internal
motivation

The main reason why individual establish freelancing business is intrinsic

Knell (2000), Kunda et al.
(2002), Dellot (2014)

Economic, social, and
political forces

Market and regulatory changes are a major driver to people
starting their own business.

Kitching (2015),
Burke (2012)

Avoidance of unemployment or unemployment push theory

Absence of employment opportunities forces individual into
entrepreneurship

Smeaton (2003), Evans &
Leighton (1989), Acs et al.
(1994)

High demand of certain know-how or
prosperity pull theory

Market has labor shortage of certain skills, and individuals
with those skills tend to establish own business easier to exploit the opportunity. Pull factors can include personal reasons as well.

Taylor (1996), Dawson &
Henley (2012),
Dennis (1996), Tremblay
& Genin (2008
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Wulff et al. (2012, 6) conducted an interview study to find out why graduates are leaving for
entrepreneurs. In this study, findings suggest that if own expertise was felt to be special and
possible to commercialize, graduates chose self-employment. The freedom of entrepreneurship
was attractive and becoming an entrepreneur was voluntary. Another part of respondents felt
that in the academic field, short-term employment has increased, and self-employment is the
only opportunity for permanent employment. According to Toivola (2006, 51), studies have
shown that a highly educated entrepreneur from a larger growth-oriented company is also more
widely networked. Therefore, self-employment can be an alluring if individual has previously
worked in a larger enterprise. Meager (2015, p. 47) found in his study that self-employed are
more satisfied, in comparison with standard employees, with their jobs as a whole. One exception is job security, which is slightly lower than among employees.
“You might argue today that in the economic environment people are going to be hard
pressed to find good jobs elsewhere - but the crème will always find the best jobs. Many will
take the risk of leaving their employer if they have a strong belief in themselves.”
(Syrett, 2015, p. 65)

ILO’s report (2017, p. 43) offers three explanations to the growing number of self-employment.
Firstly, workers are demanding more autonomy. Secondly, information technologies have created new opportunities. Thirdly, the advancement of the labour market with the shortage of the
standard type of business openings driving laborers to discover alternatives to wage-employment, including tolerating more or less voluntary independent work. In addition to previous
Smeaton (2003) finds how male self-employed cited the most “being one’s own boss” as the
main motivator to be an entrepreneur. In developed nations, the spread between the casual and
formal sector diminishes, however is frequently positive, i.e. the quantity of limited companies
is more noteworthy than the aggregate of sole owners and casual firms. This infers it is at any
rate as simple to begin a limited liability company as a sole ownership. (Acs, 2008, p. 231).
Perhaps the most relevant study, which focuses primarily to external IT software entrepreneurs
is Tremblay & Genin (2008) Money, Work-Life Balance and Autonomy: Why do IT Professionals Choose Self-Employment which examined 116 Canadian self-employed software professionals during the spring of 2007. In this article gender differences are thoroughly analyzed, in
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addition to entrepreneurial push and pull factors. Their questionnaire results indicate that characteristics of self-employment in the IT sector such as better income and more flexibility and
the presence of young children (“PULL 1 factor”, mean 4.4556 out of 5) are the most important
motivational reasons for self-employment. It is followed by dissatisfaction in the former employment (“DISSATISFACTION”, mean 2.781 out of 5) and this includes a desire to be one’s
own boss. Main disadvantages of self-employment include working for several contracts (i.e.
clients) simultaneously, long working hours (including administrative work tasks), increased
stress and interference of work with personal life. (2008, pp. 168-173).
“Self-employed IT professionals choose self-employment principally because they get significant financial advantages and an increased control over their work practices.”
(Tremblay & Genin, 2008, p. 175)
Tremblay & Genin (2008) found several research claiming that men and women establish companies for different reasons. For instance, Anthias and Mehta (2003) findings indicate that
women are more motivated by personal and symbolic factors such as personal development and
independence, and on the other hand, entrepreneurship is interesting because of family responsibilities and ability to organize childcare. Holmes et al. (1997) argue that men chose self-employment because of retirement and possibility to reduce their working time. (see Tremblay &
Genin, 2008, p. 165). In addition to previous, Tremblay & Genin (2008, p. 166) claim that selfemployed IT professionals tend to choose self-employment because of their value on the labour
market.
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4. INCENTIVE MODELS IN SOFTWARE INDUSTRY
This paragraph focuses on overall rewards, especially in the software industry, to set the benefits and compensation methods in the context for data findings. Armstrong (2010, p. 6) defines
reward management as a combination of “strategies, policies, and processes required to ensure
that the value of people and the contribution they make to achieving organizational, departmental and team goals is recognized and rewarded”. Bussin et al. (2016, p. 4) highlights how
differences between cultures have an effect on rewarding methods. High individualist cultures
put more weight on independent work and decision making compared to low individualist cultures, where group-based decision making, and performance evaluations are in use.

4.1 Money and rewarding methods in software industry
Companies are spending enormous amounts of money on compensation and benefits solutions,
aiming to motivate and retain current employees, and attract new employees. Fitz-enz (2000, p.
97) highlights that talent shortage led to many incentive programs and it is hard to compare
whether incentives are there for maintenance and which are for retention. There is a constant
battle between similar companies operating in the same geographical areas. However, in the
new digital era, enterprises can attract talents from outside of their operating areas and this
affects the competitiveness of compensation and benefits packages in the eyes of current and
potential employees. As this study follows the principles of ethnographic study, Author herself
adds her knowledge from reward methods used in the Finnish software market. Software industry in Finland has been a forerunner in the diversity of benefit packages. These benefits
cover aspects of financial and non-financial rewards and go way beyond what other industries
can offer. What makes this topic interesting, is why software developers working as freelancers
are giving up those benefits? One explanation can be raised from the transparency; people
working as software developers talk openly of their salaries and benefit packages with their
peers from other companies. One extreme example is that Vincit, leading Finnish software consulting company, publishes employees’ salaries internally twice a year. This covers 90-98 per
cent of the entire personnel, even though this disclosure is completely volunteer. (Lipponen,
2017). Jensen et al. (2007, p. ix) presume transparency and flatter organizations to enable better
productivity. This new kind of environment where every employee comprehends company’s
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goals, mission, and strategy, and they communicate freely which allows them to know what
different employee groups are doing.
Rewards (i.e. remuneration) can be tangible (i.e. monetary), intangible (i.e. nonmonetary), or
appropriate. Intangible compensating methods can be considered as examples of career development or work-life balance. Also, for the permanence of the employment relationship, matters
relating to the organization of working time and the significance of work are intangible (Bussin,
et al., 2016, p. 4). People want time, respect, independence, trust, opportunities for development
and meaningful work. (Jensen et al., 2007, p. 5) Other examples of intangible rewards include
opportunities to influence and participate and receive feedback. Rewarding can also be psychological: giving appreciation, giving positive feedback, or paying attention to the employee.
(Armstrong, 2010). As pointed out by Jensen et al (2007, p. 5) often managers focus on the
money when they criticize rewards programs, even when there are countless other ways to engage employees. Lloyd Hill mentions fulfilling jobs, development programs, future career possibilities, and recognition. (see Jensen et al., 2007, p. viii).
The monetary remuneration includes, for example, salary, benefits, shares and options, variable
remuneration, and bonuses. Other worthwhile benefits include, for example occupational
health, retirement schemes or holiday benefits. (Jensen et al., 2007, p. 68; Fitz-enz, 2000, p.
141). Material rewards can be long-term or short-term. Wages can also be divided into workbased, personal, or group-based and performance-based pay (Jensen et al., 2007, pp. 14 and
19). Today, the younger generation appreciates financial rewards, such as opportunities for development and flexible time management. Future work must be able to motivate people according to their needs. (Bunton & Brewer, 2012). In Finland Labour Union’s recommendations are
setting the baseline for hourly or monthly based salaries. Employees working in ICT-positions
are under various collective agreements which are agreed between labour unions, employers,
and government (Nyman, 2016). Pay can be based on time, per piece-rate or performance-related. In the software industry all of the above can be used if we are analyzing gig economy and
standard face-to-face employment. When focusing solely on the software programmer in Finland salaries are often hourly or monthly based.
Fitz-enz (2000, p. 237) found seven principles in what employees, across levels and functions,
expect and value in employment relationships; (i) receive job-related training, (ii) receive career
development support, (iii) have advancement opportunity, (iv) be treated as contributing adults,
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(v) have their knowledge and experience put to use, (vi) be kept informed about company matters and changes, and (vii) be compensated fairly and equitably. In other words, six out of seven
are non-financial rewarding methods. Vartiainen & Kauhanen (2005, p. 22) lists non-financial
rewarding methods which include development and progression opportunities, feedback from
the work, ability to make an impact, permanence of employment, working time arrangements,
experience of the relevance of the work, and appreciation gained through work.
Järveläinen (2014) studied work motivation, reward methods, innovativeness, and organizational culture among informants of Finnish Technology Industry Union. One group of informants was companies operating in the field of “62 Software programming, consulting and other
related activities” (Järveläinen, 2014, p. 87). Based on her research the total reward framework
was created to depict Finnish technology companies. This aggregates intangible and tangible
reward methods and it is originally adapted from Kauhanen’s (2012, p. 111) book of human
resource management. Many of these rewarding methods are used in companies in the Finnish
ICT sector to attract best talents. In the Appendix 2 is a list of rewards (ref.: Järveläinen, 2014;
GPTW Integrata, 2018; Heiskanen et al., 2018; Puro, 2019; Rakettitiede, 2020), not entirely
limited to these, used in the Finnish software enterprises such as Futurice. It depicts the amount
of rewarding methods used, yet, some employees leave. Software enterprises can be product or
service organizations, or both. Jensen et al. (2007, p. 21) points out that generally up to 80
percent of service organization’s revenue goes to employee compensation. Base monthly salary
for software developer who has less than three years of experience is 2 500 - 3 500 euros, and
SW developer with more than five years of coding experience will earn 3 500-13 000 euros per
month depending on seniority, requested technology, location and the project phase. New projects require more talented people to overcome obstacles of different project phases. (see e.g.
Puro, 2019; Stack Overflow Salary calculation, 2020; Sieppi, 2017; Tiilikainen, 2017). Grounds
for software developers in Finland are outstanding if compared to other industries in Finland.
Despite the information managers have at hand of different remuneration methods, it may be
impossible to reward employees’ outcomes without proper measurement. As stated in Fitzenz’s (2000, p. 4) book, communicating expectations, knowing the current status quo, identifying performance gaps, providing feedback, recognizing performance, and supporting HR related decisions, all require effective measurement policies. Pension, health care insurance, and
lack of labour law and union protections are few examples which self-employed individuals are
losing when transferring from employee into private entrepreneur. (Kalleberg, Reskin, Hudson,
1999, p.2).
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4.2 Transparency and fairness of remuneration systems
In Finland citizens’ have a right to access information of every citizens’ paid wages, known as
Incomes Register, by visiting the tax office and using their computer. This service is free of
charge. (Vero, 2020). In addition, to this right, Finnish citizens can read annually from yellow
tabloids who have earned more than 100 000 euros during last year’s January and December.
(Verokone, 2020). Some Finns called it “National Jealousy Day” (Barry, 2018; Paddison, 2018)
as it may reveal your colleagues’ or neighbours’ salary to be much higher than you originally
thought it could be. Many years in a row, entrepreneurs of software businesses have been on
the top of these annual income lists. Yellow media creates success stories of those on the top of
that list. The information does not tell everything about the income level of Finns, as not all
income is taxable. Tax data describe wage income quite comprehensively, but capital income
only in part. Smit & Montag-Smit (2018, p. 4) underline how common it is that individuals
prefer to keep their own wage confidential to protect interpersonal relationships yet express
interest in others’ wage to ensure equal distribution.
Smit and Montag-Smit (2018) introduced a pay transparency dilemma which captures employees’ willingness to exchange pay information between each other. They propose that a preference to either share or hide wage information is primarily driven by aspirations to protect social
relationships and one’s reputation, in other words, “when people share pay information, they
inherently allow others to make social comparisons with them”. (Smit & Montag-Smit 2018,
pp. 3-5). As discussed above, Finland has an Incomes Register, however it is not the only way
for software developers to compare their salary to others. Stack Overflow, a free global community platform for programmers, publishes an annual developer report (Stack Overflow survey 2019) concerning SW developers desires, goals and demotivators related to their current
position or future targets. From this data, more specific evaluations of salaries are derived.
(Stack Overflow Salary calculation, 2020; Gwosdz, 2020). Naturally, professionals may use
other ways to find relevant information of their industry’s salary range and other compensation
and benefits, but this verifies the point that the data exists if an individual is looking for it.
Pay transparency is a matter of equality, usually referring to non-discrimination between genders or various population groups. Veldman and Timmer (2017) drafted a comprehensive report
of Pay Transparency in the EU. In Finland employee representative has a right to get pay information for conceivable discrimination claim yet just with the assent of the individual concerned.
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If not, the Equality Ombudsman must be reached. Equity Act additionally commits to do required compensation mapping at organization level. The proper compensation conditions and
level of least wages set in union agreements are accessible, however, employers are reluctant
to uncover the genuine wages paid. (Veldman & Timmer, 2017, pp. 62-70). As noted in the
EU’s report, Finland is forcing employers who have more than 30 employees, to report a pay
survey (Finlex Act on Equality, 2016; Finlex Non-Discrimination, 2020; Tasa-arvo, 2020). Survey’s intention is to ensure that women and men engaged in the same work or work of equal
value have no unjustified pay differences (Finlex Act on Equality, 2016, see Section 6b
1329/2014). This survey is one of the methods included in the Act on Equality between women
and men (see Finlex 609/1986) published already in 1986. Finnish Parliament composed another law in 2014 to promote equality. Non-Discrimination Act (Finlex Non-Discrimination,
2020, see Finlex 1325/2014) prohibits discriminating anybody based on age, origin, nationality,
language, religion, beliefs, opinions, political activity, trade union activity, family relationships,
state of health, disabilities, sexual orientation, or other personal characteristics. This study is
not focusing on the pay gap of genders, nor reasons behind it, rather it will scratch the surface
of what kind of reward methods are used among (Finnish) software enterprises to gain better
understanding on what is the current status quo on the market.
Leventhal (1980) coined Distributive Justice which refers to how remuneration is distributed to
people, and whether these recipients feel they have been treated fairly. Sense of fairness is
linked with what the employer has promised to employee, what they actually received, and
accordance with the value of their contribution. (see Armstrong, 2010, p. 11-12). Procedural
Justice is introduced by Tyler and Bies (1990) and it refers to the actions how managerial decisions are made, and reward policies are put into practice. There are five factors which affect
perceptions of procedural justice; (i) employees standpoints are properly considered, (ii) personal bias towards employees is suppressed, (iii) consistent criteria is applied to all employees,
(iv) early feedback is provided to employees about the outcome of decision, and (v) adequate
explanations are provided to employees of why decisions have been made. (see Armstrong,
2010, p. 11-12).
“As Bill Gates once famously said: A great lathe operator commands several times the wage
of an average lathe operator, but a great writer of software code is worth 10,000 times the
price of an average software writer.” (Low, 2016)
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Creating a pay model is certainly one of the most difficult issues in HR management. It is never
possible to get it completely objective - so much reward includes a variety of personal meanings
and emotions. Transparency is not the easiest way for a company, either. Difficult discussions
come up, not least because people experience the definition of fairness in such different ways:
one feels that the outcome of work alone should be decisive, while another thinks that long
work experience should automatically be reflected in pay. However, letting people express their
views and discussing things with them in an honest way will leave the organization less secretive. The less concealable, the more confidence. It ultimately also means rewarding (Fitz-enz,
2000). Employee participation is encouraged, via surveys, design teams, annual performance
appraisals and other methods, to enable holistic view of the reward system. (Fitz-enz, 2000, p.
51)
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5. RESEARCH METHODOLOGY
In the previous chapter, the wide range of concepts related to knowledge-intensive freelancing
is explained with extant research that appeared diffuse focused on separate elements or either
processes of entrepreneurship or motivation factors. Evidence is found in the literature that
helps to understand the importance of entrepreneurial behavior. The aim of this chapter is to
provide better insight on research methodology. First it will clarify the research approach to the
matter. Then research design is shortly discussed before presenting data selection and collection
methods. At the end, analysis method is shortly described. Empirical part of the thesis was
executed using a qualitative approach and ethnographic method. There were no exact case companies, from which these software consultants left to establish their own business. The key
themes which emerged are presented later in the Chapter 6 Findings.

5.1 Qualitative research approach
The main research question in this study is what are the main motivation factors that lead to
freelancing in the software business consulting industry. This question is wide, and this is why
it is followed by two sub questions. Previous studies in entrepreneurship include a variety of
strategies to form or refine theories when researchers attempt to understand patterns of events
(Neergaard & Ulhøi, 2007, p.61). Qualitative research focuses on generating meanings and experiences of essence and it comes from social sciences including business research (Eriksson
& Kovalainen, 2016, p. 4), and in this thesis an interpretive approach and ethnographic method
are used. Qualitative research aims to explore and look for patterns. This qualitative study investigates freelancers’ motivations and how these have affected their willingness to establish
their own business. This method is chosen because it will allow in-depth data collection, and as
Flick (2007, p. 2) explains, qualitative research is suitable in situations when phenomenon is
related to human expressions which cannot be counted in numbers and understanding requires
interpretation in social and cultural context. This study focuses on individuals’ intangible perceptions trying to identify reasons behind self-employment, and therefore, interpretive paradigm that investigates the different ways in which people perceive something or think about
something is suitable. Compared to positivism, which is a mainstream philosophy of management studies, the aim of this study is not to make universal implications across industries, rather
it aims to provide clarity on how people make meaning of phenomena in a specific context.
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Interpretivism has a background in hermeneutics and phenomenology (Eriksson & Kovalainen,
2016, pp. 15-18; Nel, 2018). Interpretivists believe findings are “relative” and related for example to cultural, social, historical, and political environments. (Nel, 2018).
Qualitative research is a very data-driven process (Seale et al., 2004, p. 507) and know-how
and beliefs are socially constructed (Styhre, 2019, p. 235). Data can be from any form depending on the approach of qualitative research. Commonly, qualitative research has a small sample
size, it is not repeatable exactly the same and therefore, the result cannot be generalizable.
However, Seale et al. (2004, p. 405) argue that there are two kinds of meanings for generalization: a generalization of a specific group or population and generalization about the nature of a
process. First refers to quantitative and latter to qualitative research. Eisenhardt et al. (2016)
recommends gathering data from various sources such as observations, archival data,
webpages, and interviews. (see Styhre, 2019, p. 236).

5.2 Ethnographic research design
Research design is a structure of an inquiry identifying data collection types and methods which
support investigation of research question(s), as well as discovering opposite standpoints and
beliefs. (Eriksson & Kovalainen, 2016, p. 28). Research design allows the researcher to reduce
the focus of the research to essential issues. Clear decisions about sampling, particular methods
and link to the theoretical background should be based on the research perspective of the study.
(Flick, 2007, p. 50). Put it another way, it is a guideline for researcher to examine certain topic.
Components of research design touches almost all aspects of the research, for instance, interest
in an issue, research question, theory, resources, sampling and chosen qualitative research
method. (Flick, 2007, p. 39). Eriksson & Kovalainen (2016, p. 30) explain that the research
question(s) dictates the choice of methods as well as the data acquired, and theoretical frame
used in the study. The study of self-employment is a complex field of scientific knowledge, and
there is much potential for new discovery. Therefore, a qualitative ethnographic research
method is chosen. It is a research design, or broadly a practice of social sciences, which aims
to observe and participate in daily activities of research subjects. Definitions of ethnography
vary; however, it is a field research which involves the study of real-life situations. (Johnstone,
2007, p.97). This method supports aspirations to gain personal insights of self-employed individuals’ experiences from the viewpoint of the people involved.
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The study’s research design is presented in Table 5. As explained previously, this is a qualitative
research following interpretivism approach and inductive research methodologies. In this chapter the research method is explained more thoroughly.
Table 5 Research Design (Ref: modified Saunders et al., 2009, p. 108)
Layer

Approaches

Comments

Research philosophy

Qualitative research approach,
Interpretative paradigm

Hermeneutics covers interpretivist
philosophy

Research approach

Inductive

Research method

Ethnography

Micro-level

Data collection methods
and analysis

Data is based on interviews, observation,
field notes and documents
Empirical analysis

Primary data (observations, interviews, discussions, notes)

Time horizons

Cross-sectional study

Data is collected in 2018 and analyzed in 2018-2020
Data is collected from different individuals

In ethnography, social situations are bounded by three elements: actors, activities, and places.
(Johnstone, 2007, p.101.) In addition to previous, Fetterman (2010, p.5) explains that phenomenologically oriented paradigm is a typical model of ethnographic research. Johnstone (2007)
describes ethnography as a tried and tested tool which is common in fields such as education
and nursing (p.117), however, he admits it is not yet popular in the research of entrepreneurship
where mainstream method is quantitative research approach (Johnstone, 2016, p. 41). Ethnographic studies of entrepreneurship investigate for instance entrepreneurial activities during
venture creation (Greenman, 2012), promoting entrepreneurship activities (Parkkari, 2019),
employment relations in small firms (Holliday 1994), relationship between researcher and small
business owners in ethnography (Ram, 1999), and entrepreneurial identity (Down & Reveley,
2004; see Johnstone, 2016, p. 41). Ethnography has its roots in the study of phenomena in social
and cultural context (Eriksson & Kovalainen, 2016, p. 141), therefore, this methodology is particularly effective at bringing up the experiences and perceptions of individuals from their own
perspectives. Originally, the historical roots of ethnography lie in anthropological studies and
the term ethnography is actually Greek word meaning “writing about people”. (Madden, 2017,
p. 16).
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Ethnographers may start their research without a well-defined research question with a general
interest towards the topic, people, type of social action or practical problem. (Eriksson & Kovalainen, 2016, p. 143). Johnstone (2007) points out that the focus of the research is a cyclical
pattern repeated over and over again. A typical cyclical design for an ethnographic study is
presented in Figure 6. First stage includes selection and defining of a project, second stage goes
further by investigating where this study could take place and how to get access to the field,
also, people and places are specified. Stage three is a continuous process where focus from
ethnographic questions proceeds to collecting data, recording data, and finally analyzing it. This
stage three includes various longitudinal information-gathering techniques, and it is recommended to write notes early so researchers can notice thematic during the research and investigate these further. Finally, stage four includes reporting conclusions and implications. (pp.100101 and p.114). Focus of the research may be refined during the research as the project proceeds. Theoretical ideas are a valuable outcome of the research (Eriksson & Kovalainen, 2016,
p. 143) Themes emerging from data are later on interpreted within a theoretical framework and
in frames of social and political influences. (Johnstone, 2007, pp.100-101 and p.114). Madden
(2017, p.16) highlights that ethnographic research is not about writing, it is about interpreting
a reliable story of people’s behavior, sociality, and culture systematically.
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Figure 6 Cyclical approach of ethnographic research (Ref: Johnstone, 2007, p.100)

Ethnographic study method is chosen because it includes the idea of getting close to informants,
and researchers are interpreters of their standpoints of phenomenon. Field work analysis is a
tight part of the research process. Particular setting or field can be chosen first and then form
an appropriate question or decide theoretical question first and then decide the site. (Eriksson
& Kovalainen, 2016, p. 141). Fetterman (2010, p.8) underlines that “fieldwork is exploratory
in nature”. In ethnographic studies the researcher positions itself as either insiders or outsiders
and makes this positioning clear to the reader, but participant observation remains at the core
of all reasonable understandings of ethnography. (Madden, 2017, p.16). Insiders of the field
settings can interpret the view of informants’ values for readers and outsiders. (Eriksson &
Kovalainen, 2016, p. 151). Ethnographic studies often include emic perspective, as an insider
of the study, however Fetterman (2010, p. 11) argues not to forget the etic (i.e. external social
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scientific) perspective when analyzing data. LeCompte and Schensul (1999) explain that ethnographers are both observers and participants in an open experimental field (see Madden,
2017, p. 17).
Subject of interest is software developers who have entered self-employment and are working
as independent freelancers offering consulting services for other customers in programming.
To add transparency and reflexivity (Eriksson & Kovalainen, 2016, p. 13), author’s background
should be introduced to open up the relationship between researcher and informants. It is important for the researcher to recognize her own perspective on reality because the starting point
of the research is to describe the human world of life. The researcher's life history, experiences
and interest influence the choice of research perspectives. Often, the research approach is chosen based on the researcher's own experience. (Eriksson & Kovalainen, 2016, p. 61). A researcher cannot be a fully external observer in a study, neither she cannot be completely objective, if being part of the research. The aim is to obtain the perspective of the subjects and their
views on the phenomenon being studied. However, it is crucial to specify when the author is
offering her own viewpoints, because of insider insight, and when the statement is from empirical evidence. (Eriksson & Kovalainen, 2016, p. 60).
Finally, situating oneself in the text is one major decision that an ethnographer will make.
(Eriksson & Kovalainen, 2016, p. 151). Van Maanen (2011) represents three possible models
of positioning; realist writing (researcher is absent and objective), confessional writing (personal style including emotions and expectations), and impressionist writing (researcher offers
tales which they participated in the field). (see Eriksson & Kovalainen, 2016, p. 161). From
these I chose being impressionist, where stories of my way to know the culture and phenomenon
are told, and on the other hand, writing happens mostly in passive forms if it is not a tale part
of observations.

5.2.1 Fieldwork and empirical material

The topic of this research stems from the author's personal interest towards entrepreneurship,
and it is not a given topic from an external client. As presented in the Chapter 1, limitations of
this study are well formed yet the scope and size of this project has inevitably exceeded the
original time span. Fetterman (2010, p. 40) highlights that interview is the ethnographer’s most
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important data-gathering technique, and researcher can use questions as icebreaker in discussions, or apply a structured interview technique. Originally, a major part of data was collected
in Autumn 2018 and handling, analyzing, and interpreting of data was done during August 2018
and April 2019. After that intensive phase, the author had three meetings with independent
freelancers during August 2019 and October 2019. Author of this study has a background in
the human resource and software technology industry. On Finnish market there are local and
international talent agencies which have no internal software developers, they are there to intermediate projects to consultants from consulting houses or end-customers. Consulting company is a company whose primary business is to sell their own employees, however, occasionally they need to ask suitable technical skills from external freelancers. Main field of this ethnographic study is a tech talent agency, Personal Agency (“pseudonym”), which aims to build
a community for independent software developers, and they are intermediate between independent professionals and end-customers.
Personal Agency led author to be a non-identified participant as the author was already working
for the company. Bryman & Bell (2011, p. 432) depict this role as complete participant, a researcher who immerses oneself in an active role in the setting. During Autumn 2018, when
most of the data was collected, the author was working in a software talent agency and had a
good network of freelancers available. Direct contact was available as suggested by Eriksson
& Kovalainen (2016, p. 54). Brewer (2000) determines a participant who has already been part
of the setting as an observer as a participant because it takes on the role of observer (Johnstone,
2007, p.107). Gaining access to the field was therefore already provided, and later in the beginning of the research process, the author had oral consent from the owner of the talent agency.
In order to protect the individuals’ privacy, in the beginning of an interview, informants were
acknowledged that this interview will be transcribed into notes and stored, therefore, of the
orders of European Union Directive (2016/679), also known as GDPR directive, a permission
to process personal data was requested. Informed consent was asked (Seale et al., 2004, p. 219).
Interview transcripts were primarily used for the purposes of Personal Agency, however, those
discussions included various questions linked to motivation factors within entrepreneurship.
For a researcher, the dual role in the company offered an excellent environment for full-time
participation from Monday to Friday, as well as in the unofficial events related to IT. Fetterman
(2010, p.8) suggests that the time spent in the field should be at least six months or longer, on
the other hand, Millen (2000) has analyzed a rapid ethnography process which is intended to
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reduce the time on the field. Admittedly, the author's time on the main field was less than six
months, while the whole research project lasted one and half years. It should be noted that this
study is conducted in the author's own culture and country, and author has a background from
both ICT industry and living with small business entrepreneurs. Later on, after leaving the main
field, the author has been a connection in LinkedIn with freelancers and have seen multiple
posts of their current situations and thoughts. Fetterman (2010, p. 9) recommends leaving the
field when similar patterns start to emerge over and over again. This phase happened before
leaving the main field. More is explained in the findings and results chapters. Freelancers visited a talent agency for the first time in a formal interview which lasted approximately one hour.
After that, a smaller group of freelancers integrated as part of the talent agency’s services and
they used for example the opportunity to work at the same office with talent agency’s employees, eat lunch together and visit events. This kind of informal behavior offered an opportunity
for new insights as new information revealed over time, as well as to do an observations and
field notes. Analyzing fieldwork’s data can take as long as time conducted in the setting (Fetterman, 2010, p. 10). Below the research project’s stages are summarized in Figure 7. Bryman
& Bell (2011, p. 427) present a term micro-ethnography to be used if a research is carried out
in few months, and Neergaard & Ulhøi (2007, p.61) depicts that micro-level processes of entrepreneurship can be analyzed with a micro-ethnographic method.

Stage 1

Stage 2

Stage 3

Stage 4

•Project selection
•Time span: July
2018

•Access granted,
and scope
determined
•Time span:
August 2018

•Interviews (qty
60)
•Observation,
participation in
meetings,
interviews, and
events
•Writing
ethnographic
notes and journal
keeping
•Time span:
September 2018
until December
2018, and August
2019 until
October 2019

•More formal data
gathering from
secondary
sources and
interpreting
results from
phase 3
•Time span:
January 2019
until April 2020

Figure 7 Realized ethnographic stages of the thesis

Johnstone (2007, p. 113) recommends ethnographic researchers to reveal his/her background
and how it fits the social environment in the field. Author is in her mid-20’s, a young white
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female with Northern European and Finnish background who has a formal education from university and has been working approximately ten years in the business sector. In contrast to the
researcher, informants were all men, as they tend to be in the software industry, and their age
estimate ranged from 25-years-old to 55-years-old. Sources for preunderstanding (Gummesson,
2000, pp. 67-71) of entrepreneurship comes from personal experience, experience of others
such as textbooks, research reports and lectures, and access via personal involvement. Author’s
both parents and grandparents are small entrepreneurs, each of them had/has their own business
to run without generational handover. None of them is an entrepreneur in the ICT industry,
conversely, they are closer to craftsmen. Despite the differences between industries, the author
has undoubtedly a good understanding of small business entrepreneurship in Finland. The author has almost established her own business in 2016 and studied the opportunities of this for
her bachelor’s thesis. Furthermore, experience in human resource management (e.g. recruitment, payroll) has brought a holistic view of what kind of compensation and benefits employers
offer to employees in Finland.
Later, in Autumn 2019, the author was working in a global consulting enterprise, her unit focused on IT consulting, and this offered a complete perspective onto this freelancing topic, from
the perspective of a buyer and seller of outsourced services, including freelancing. Holistic view
could be formulated when combining the previous know-how into the current situation where
the primary work task is to sell consulting services for end-customers. This provides subjective
insights into the relationship between motivation and freelancing, compared to regular form of
employment and total rewards. Usually, it is a great challenge for the researcher to position
herself in the position and mindset of the subject, but the author's background makes it easier
for her. However, in the chosen methodology, it is as important to reveal preconception and
presupposition as a researcher, as the goal is to be able to question, distance oneself away from,
and expand understanding through research. Therefore, in the findings (Chapter 6), discussion
(Chapter 7), and conclusion (Chapter 8) it is clearly stated if opinion comes from the author of
the study. If not separately explained, the meaning of interpretation is from independent software freelancers.
Possible biases in ethnographic research related to reflexivity and researcher’s experience to
analyze the data and recognize her subjective viewpoints. General challenges of using ethnographic research are for instance; how to get access to the field, it is time consuming, ethics of
covert observation and the focus on what to observe, and problem of reflexivity because it is
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not replicable (Johnstone, 2007; Fetterman 2010; Madden 2017). On the other hand, the advantages of using ethnography to study entrepreneurship in general are, for instance, richness
in the observational data that are collected, discussions and interviews are authentic and highquality, and being immersed in the field allows researcher create a full picture of behavior and
context of the study. (Flick, 2007, p. 99; Seale et al., 2004, p. 207; Madden, 2017, p. 20). To
summarize, layers of objective points of view are brought to visible light. In addition to this,
ethnography allows higher levels of subjectivity from the researcher, as long as the author of
the study will reveal and disclose her biases and preunderstandings. Ethnographic researcher
can either position oneself as an objective interpreter or subjective interpreter. Subjective approach is recommended is studying strategic intentions which require uncovering deeper meanings (Johnstone, 2007, p. 105). In the end, a researcher is the instrument of data collection.

5.2.2 Data sampling and collection

To fully understand factors behind freelancing in the software industry, a tremendous amount
of data is gathered from individuals who have experienced self-employment. One of the benefits of ethnographic methods is that it provides flexibility in how the researcher, who is in control of the process, gathers, arranges, and displays the data. (Fetterman, 2010, p. 9). In addition
to collected data, a secondary data from literature reviews and theory are also used to complement the discussions. However, rather than fitting the data to existing frameworks of entrepreneurship or motivation, concepts which emerge from oral discussions with informants are guiding the analysis. Seale et al. (2004, p. 211) admit ethnography research methods to be physically, mentally, and emotionally exhausting. It includes observations made constantly through
the day. Madden (2017, p. 57) points out the importance of negotiation with people without
excluding political standpoints which may affect the interview. By politics, he means the social
background of people, which can lead to misunderstandings if questions are carelessly asked.
Flick (2007, p. 90) defines ethnographic observation as a complex and comprehensive strategy
including several research methods. As explained in the previous chapter, the author has immersed herself in the field. In this way informal discussions and formal interviews were possible
alongside other observation methods such as journal keeping. Observation included the act of
watching social phenomenon in the real world and recording events in field notes as they happened. Flick (2007, p. 27) includes definition of people and selection of sites into the sampling
process. Observed data includes contracts, memos, reports and all other internal documents
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gathered during the research period. Journal keeping is a practical suggestion for fieldwork
provided by Zorn (2001; see Johnstone, 2007, p. 108). Different kinds of journal keeping techniques were part of the research. These included the computer's sticky notes, G Suite Documents, phone’s Samsung Notes-app, and handwritten notes on paper. As field work proceeded,
field notes grew to include formal transcribed memos from interviews to hunches, ideas, and
viewpoints. Field notes were written during the day.
The decision on how to sample participants of the study followed Fetterman’s (2010, p. 35)
judgmental sampling approach, which suggests that ethnographers rely on their judgement to
select the most appropriate members. Sampling method was purposive to ensure access to the
right target group. Qualitative samples are usually small in size and the sample size of ethnography is not officially defined (Johnstone, 2007; Fetterman, 2010). In addition, Neergaard &
Ulhøi (2007, p.255) find decision on sample size problematic in entrepreneurial research because the population of entrepreneurs in certain areas might not be sufficiently large, especially
if targeting research into subgroups. In the end, sample size was 60 separate informants to
ensure sufficient saturation. With some participants, the author has had several discussions informally during the fall of 2018 and fall of 2019. Primary data is collected from interviews with
informants, which are also referred as interviewees, freelancers, participants, and entrepreneurs
in this study. Questions were formed by the author and presented to informants by the author,
occasionally, together with a colleague.
To find out what are the motivational drivers of freelancing, the author immersed herself in the
community of self-employed SW professionals and conducted interviews with freelancers who
are located in the Capital Region of Finland. The aim of data collection is to have access to rich
data (Eriksson & Kovalainen, 2016, p. 53). Emic perspective derives from the empirical data
and its insightful and sensitive cultural interpretation; however, it can be combined with scientific, etic perspective to make sense of the data (Fatterman, 2010, p. 22.) The informants are
working both remotely and at the customers’ premises. Among these freelancers were web developers, mobile developers, software architects, and embedded software developers. One common thing was between these informants; they all knew how to actually code software programs. To reduce potential biases associated with the specific professional background of interviewees, this study excludes those freelancers who are working as product owners, scrum
masters or project managers without capability to write a line of code. The selection of informants was led by preliminary research made in job hunting portal LinkedIn. Most freelancers are
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specialists, principally high-qualified professionals with university degrees from engineering.
As Burke (2015, p.23) noted it is extremely difficult to understand what jobs freelancers do and
functions they perform, and therefore, people with software developer skills and possible title
“entrepreneur, CEO or owner” were checked and asked for a discussion with a talent agency.
This empirical data is collected from freelancers over a period of September 2018 and December 2018 and partially, three more interviews, in Autumn 2019 in Helsinki, Finland. At the time
of this study, these freelancers were looking for a new talent agency to handle their work orders
and contract arrangements. Author was working in a talent agency primarily focused on software developers and had an excellent understanding of different talent profiles and different
ways to do consulting work in the software industry. Occasionally, fieldwork included face-toface meetings in cafeterias, restaurants, and event venues in the Helsinki area. Author was available for discussion also online via LinkedIn, Skype, and WhatsApp.
Anonymity of research should be first priority (Eriksson & Kovalainen, 2016, p. 74). Therefore,
names and companies are not released because of confidentiality and anonymity. Author’s estimation of participants' ages is that they fall 70 per cent into Generation X (born 1965-1980)
and 30 percent into Millennials (born 1981-1997), highlighting that no-one were younger than
the author (born 1993). As suggested by Eriksson & Kovalainen (2016, p. 74), the personal
identifications are removed from the collected data and informants are handled as “participant
1, participant 2” and so forth during the analysis phase. In the findings chapter the abbreviation
“PTCP” is used to individualize participants.
The first practical point of data collection was to conduct semi-structured interviews with independent software freelancers. Interviews were conducted in Finnish language. These discussions were transcribed into notes during the interview, and later these recordings were translated
to English for the purpose of this study. Ethnographic observation was supported by formal
interviews with software developers who represented as many companies as freelancers on the
market. In addition to those, unstructured discussions were held during the research period. The
duration of the semi-structured interviews varied between 45 minutes to 1 hour 15 minutes
depending on the informant’s willingness to give extended answers. Interviews were conducted
on the basis of an open-ended interview template, leaving much space for free discussions, yet
imposing a consistency (Flick, 2007, p. 42) in the interviewing. Semi-structured interview is
one of the interview techniques available (Johnstone, 2007, p. 110). Interview template had 23
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questions; however, some questions were skipped because they were already covered during
the open discussion. Main idea of the interview was to have a relaxed “coffee conversation”
with each other. Therefore, it was not recorded with a voice recorder, and it is acknowledged
that this sampling strategy may impact the results. Predefined questions were there to support
the discussion. Questions included for example motivation factors why an individual established his business, what he prefers when seeking for a project, what things he dislikes in projects and entrepreneurship and whether there is anything that he misses from regular employment. Moreover, informants were asked to indicate their hourly rates and their target rates. The
reason why prices were asked was primarily because the talent agency was looking for projects
for these individuals, however, later it was essential information for this ethnographic study.
Prices are tightly related to the findings represented later. It is important to be open to the data
set and derive themes from the meaning of the experience (see Table 7, Chapter 6). Informal
discussions, field notes and more formal interviews created in total 262 pages of notes on Word
files, and the author visited in 11 events personally, and had discussions with over 70 people
during the research process, as there were 10 discussions with non-entrepreneurs who were
working in the software industry. These discussions happened mostly during events, and journal
keeping was kept from those events. Summary of empirical material is below in Table 6, and it
this complements the previous Figure 7.
Table 6 Summary of empirical material
Type of empirical material

Number/length

Observations

From participation in 81 meetings/events including 60 interviews,
11 events and 10 non-entrepreneur meetings; personal communication
Computer’s sticky notes, G-Suite Documents, phone’s Samsung
Notes-app, handwritten notes

Journal keeping
Interviews
Documents

60 in total. Length varied from 45 minutes to 1h 15 minutes. 262 of
Word pages
Over 20 pages of memos, reports, internal documents

Triangulation of data involves using a different source of information (Eriksson & Kovalainen,
2016, p. 292) and it is at the heart of ethnographic validity (Fetterman, 2010, p. 94). To understand software developers better, the author visited various events during Autumn 2018 and
read statistics and news of software developers’ (i.e. employees) situations in Finland and elsewhere. In addition to daily activities (such as spending time with freelancers in the same office),
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it was essential to gain other perspectives to the software industry in general. A comparison of
informants’ perceptions of entrepreneurship and the general situation in the software industry
confirmed some hypotheses and hunches the author had generated (e.g. need for sustainable
projects). On the other hand, a field note from October 2018 “it is clear that these people feel
unfairness of their salaries” was an opposite to the feeling of industry representatives, who
were proud of their extensive compensation and benefits packages and their working culture.
This culture is explained more closely in chapter 4. It should be noted that informants might
have had bad experiences with employment, and this has had its impact on the results. Not to
mention, various elements which might affect job quality.
Secondary data is collected from journals, news, research papers and governmental statistics
sites. It was reasonably difficult to collect secondary data, as researchers use various ways when
defining a freelancer. These are presented in chapter 3. Few key terms to describe freelancers
are entrepreneur(ship), independent professionals, contingent workers, (solo) self-employed,
contractors and consultants. Furthermore, literature related to software freelancers is often associated with crowdsourcing or gig economy. Triangulation of theory is used in this study, and
literature review consists three different aspects which may operate as a drivers of self-employment (entrepreneurship theories include e.g. pull and push theories, motivation theories include
e.g. two-factor theory and self-determination theory, and remuneration theories include e.g. total rewards framework and procedural justice theory). The secondary data sources were analyzed carefully after reviewing interview transcripts and observed data.

5.3 Method of analysis
Ethnographic analysis begins with the site selection, continuing to the problem of the study and
finally forms a ‘ethnography’ a written document of observations including interviews. Fundamentally, analysis is a choice between different ways to process information in a meaningful
and appropriate manner. (Fetterman, 2010, p. 93). Particularly in the initial stage of concept
development, ethnographic research approaches presume that literature is not known in great
detail to prevent confirmation biases. Interpretations of collected data are made before selecting
theory. Data is analyzed by categorizing it into terms, phases, themes, concepts, and dimensions. (Gioia et al., 2013, p. 21). After data analysis is built, it can be compared with existing
theory to capture the informants’ experience in theoretical terms (Gioia et al., 2013, p. 22).
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Inductive approach to analyzing data focuses on the themes that informants are telling researchers. Thematizing should be loyal to the text and avoid researcher’s own interpretations (Valli,
2018, p. 49). Citations from conducted interviews can be used in four ways; justifying interpretation, using descriptive examples, animating the text with a quote, or as a condensed narrative.
(Valli, 2018, p. 57).
The obtained material seeks to find differences that open the relationship between the perceptions of the phenomenon. On the basis of these differences, different conceptual categories are
created which describe different ways of understanding the phenomenon under study. In the
first step of the analysis, the author read the material several times, and then searched for the
meaning units relevant to the research problem. In the second step of the analysis, the author
began to sort the relevant expressions into categories. Grouping occurs by comparing meaningful expressions with one another. When analyzing empirical data, research tends to look for
similarities and meaningful themes, yet it is worthwhile to look for what is not mentioned (i.e.
negative evidence). (Valli, 2018, p. 95). Thematic analysis of observed data was coded using
MS Word program. Transcribed interviews were added into one Word file. During this phase,
no elimination was made. In this phase the author read interview results multiple times and
marked interesting findings. The idea of analyzing is to provide a rich data. Open-ended questions have been used in the study, so the answers need to be post-coded. The codes make it
easier to read the material closely, as the researcher sees the concepts from the papers, she wants
to take a closer look at. Open coding of interviews consisted of searching for relevant phrases
and words that referred to why freelancers established their own business.
An inductive thematic coding approach for data analysis is used to interpret enormous amounts
of data. This thematizing is done partly during the stage three (see Figure 7), where cyclical
loop will repeat, and more concepts emerge from observations. Themes can be classified into
sub-themes and super-themes to conceptualize findings (Johnstone, 2007, p. 114). Themes are
formed into one Table 7 (Chapter 6). These themes are founded by reading the text first and
during this, noticing similarities, and creating a main theme for these in another Word-file next
to the interview document. In this way, the author can create themes alongside reading the
interview transcripts. After going through all the interviews, the author had in total 63 codes
which emerged from the data. Then interviews are read again to mark those sentences with
codes and some longer paragraphs included various themes and therefore a statement “my aim
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is to downshift and do less work” can include “[money]” and “[retirement]” themes. For example, a sentence “There are more projects available than you have time to do” is marked with
the “[shortage]” code in the interview document and it refers to the talent shortage on the software market. After this coding phase, these interviews are read again to copy paste those sentences into one Word file which consists of statements and phrases and later on 28 Word pages
of thematic statements are found. From the amount and variety of these statements a classification into super-themes and sub-themes can be made. It was easy to recognize the most popular
codes and themes and discard the less popular ones, not really deleting them, but not giving so
much emphasis on them on this stage. These can be later on considered as extreme cases. The
super-themes and sub-themes are also compared against the interview transcripts to confirm
they represent the data properly and to increase credibility. In addition to interview transcripts,
notes of the author's personal observation are analyzed and classified per founded themes.
These themes are explained in-depth in the Chapter 6. Qualitative research can be a continuous
process, where originally developed themes from empirical data will not be sufficient to be
presented as findings but these themes may help create theoretical viewpoints and categories.
(Valli, 2018, p. 66). An extraordinary voice is given to informants, who are treated as knowledgeable agents (Gioia et al., 2013).

5.4 Research trustworthiness
Few key criteria are used to define the validity (term from quantitative research) and reliability
of qualitative research; credibility, transferability, dependability, and confirmability (Shenton,
2004, p. 64). Lincoln and Guba (1985) include these four criteria under the main concept of
trustworthiness (see Eriksson & Kovalainen, p. 294). In addition to previous, Fetterman (2010,
p. 1) recommends using other quality controls specifically in ethnographic research, such as a
nonjudgmental orientation, contextualization, triangulation. On the other hand, other concepts
can be used to define the quality and credibility of qualitative research and these include completeness of descriptions, saturation of categories, authenticity as certification of the researcher’s presence in study environment, ecological validity, consistency by same observer or
different observers in categories, credibility between researcher’s interpretation and ‘reality’,
and plausibility between findings and theories (Seale et al., 2004, p. 377).
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Dependability of this study refers to the information described to the reader. This study’s process has been described in the previous chapters in a manner that a reader, outside of the software industry, will understand what has happened, why it happened and how it was documented. A thick description of the field and informants is also provided to others to understand
the phenomenon. Transferability contains the idea of linking previous research to the current
study. This is a topic covered in the theoretical chapter 2, 3 and 4 and those theoretical similarities are later on emphasized in the findings and results. Credibility concerns researcher’s familiarity with the topic and sufficient sample size to support the observations. As explained in
the beginning of this methodology chapter, the author has a strong background from entrepreneurship and the ICT industry. The sample size recommendations are ambiguous; however, this
micro-ethnographic study focuses on the subgroup of entrepreneurs in their own field, and
therefore, the author strongly thinks that the credibility has been reached by prolonged engagement with people who are either entrepreneurs themselves or professionals in the ICT industry.
Lastly, conformability which might be the hardest part to prove while ethnography is mostly
based on the researcher’s interpretation skills. Conformability refers to the idea that interpretations are not imagination. Few key things affect this, and these are ill recording, misrepresentation, and misunderstandings. Triangulation can decrease the chance of misunderstandings.
Therefore, the author has asked similar questions from multiple people to confirm her understanding. In addition to previous, the author has revealed potential biases of her background.
Possible biases related to this ethnographic study include the fact that it relies heavily on the
interpretation skills of the author, as well as the interviewing and negotiating skills. This study
cannot give causal explanations nor statistical analysis. In addition, possible bias can be included in the interview transcripts as those are not recorded with a voice recorder. Seale et al.
(2004, p. 224) notifies that ethics cover also what is excluded from the results and not only what
is included. Therefore, the author is trying to be systematic in the way results are presented to
clearly define whether it is an observed story of a participant or a researcher’s direct commentary or interpretation. Reflexivity is an essential part of ethnography. Ethical relativism is an
approach (Johnstone, 2007, p. 116) utilized in this study, believing that the world is open to
various interpretations and socially constructed. Finally, it should be noted that this study’s
results are valid within the researched context and no universal generalizations should be made.
Further research is suggested in the final chapter.
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6. FINDINGS
The field of this ethnographic study is described in Chapter 5. This section provides a comprehensive empirical analysis of the individual (e.g. perception of fairness, need for autonomy,
desire for learning) and aggregate-level determinants (e.g. market is hot, incentives are tempting, technology is not legacy) of the transitions from standard software employee to freelancer
in Finland. Motivation factors and reasons to establish a freelancing business is the primary
focus in this study. Gradually during the fieldwork informants gave a better insight into this
topic, and interpretations of these are presented in this chapter.
Themes in Table 7 depicts findings from thematic analysis of empirical data. There are seven
super-themes, autonomy, circumstances, justice, learning, money, and technology, which
contain in total 63 sub-themes. These sub-themes are narrowed down into 29 sub-themes which
are part of super-themes. Each theme is described in more detail in the table so that the reader
understands what the main theme consists of and gets an overview of the different issues that
act either as a motivator for entrepreneurship or as individual factors in increasing or decreasing
motivation in entrepreneurial work. In addition, based on the findings, a seventh theme, negative determinants, was formed that describes the main differences that entrepreneurs highlighted compared to their previous way of working as an employed consultant.
Table 7 Summary of thematic analysis
Super-theme

Summarized sub-themes and their explanations in alphabetical order

Autonomy

Commitment = Commit to work, feel pressure on results and quality
Flexibility = Freedom to choose your working hours, place of work, and focus
Independence = Independence, autonomy, freedom and if one has ever been an entrepreneur

Circumstances

Bureaucracy = client company’s bureaucracy as well as size, and micromanagement
Culture = Team spirit, size, and ways of working
Family = Family-related factors
Feature of the project = Project length, location, conditions, and internationality

Justice

CSR = Ethics and sustainable development projects
Leadership = Fair management
Participation = Inclusion, appreciation, and role
Transparency = Information sharing, fair dealing, trust, and transparency
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Learning

Business-critical problem = Customer or product business problem and industry
Career advancement = Career advancement vertically and horizontally
Hobby = Leisure studies and own projects
Skillful team = Team ability and the opportunity to learn from others
Versatility = Creating a project from the beginning, and learning on the job

Money

Growth = The company's growth plans and supporting elements
Financial independence = Early retirement and downshifting
Income = Financial compensation for work performed
Market demand = Volume of demand and ease of outsourcing

Technology

Legacy = Old technologies and old products
Maintenance = Product maintenance tasks and stalled development
Technology = The latest technologies and tools
Users of the product = The number of users of the task product and visibility to the
outside world

Negative determinants Access = Access to interesting projects and selling your own know-how
compared to standard Career management = Systematic career development
employment
Community = Permanent people who are around, community and culture
Security = Project continuity, risks, and rhythm
Visibility = Feedback and visibility for future market needs

6.1 Primary data findings
Examples are presented based on the significance of empirical data and the main research question; however, findings are overlapping with results to sub-questions. As explained in chapter
one, participants are seen in this study as a holistic and entrepreneurship phenomenon involving
several different motivating and demotivating factors. This means that even the main reason of
individual participant’s to self-employment might be money, there are hidden reasons if taking
a closer look for factors what this individual value and find motivating, and what are dissatisfiers in those projects. With this in mind, results in this chapter are more descriptive than a onesided truth. Author’s pre-understanding of intrinsic and extrinsic motivation sources gave a
base to the interpretations of thematic analysis.
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Figure 8 Summary of main findings of the ethnographic study

Figure 8 represents a summary of the main findings of this study’s interviews and observations (see Figure 7 for collected empirical data), and now these are explained in-depth.

6.2 Autonomy
Several studies related to entrepreneurship cite freedom (or flexibility, autonomy, independence) as an important factor or reason for being an entrepreneur. This study is no exception to
the rule, and several freelancers cited freedom as a positive thing in their situation. Some freelancers have already been entrepreneurs at an earlier stage, being a co-founder in a technical
startup. However, there were only a few of these who had been entrepreneurs before. Freedom
was associated with the ability to enter into and negotiate one’s own assignments, the ability to
travel whenever one wants, and to achieve quality projects.
"Enjoys and feels the freedom to be better responsible for staying employed in projects,
unlike a consultant on the bench" – PTCP 19
The desire to focus on coding instead of assigned managerial roles has also been one factor in
the transition to entrepreneurship. The researcher found that the traditional vertical career path
was not pleasing, instead individuals wanted to focus on deepening their own skills as a software developer, rather than moving into a team leader and a more administrative role.
"No more architect chores waving a stick and not being able to code yourself" – PTCP
23
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One feature that also unites entrepreneurs is a certain kind of entrepreneurial spirit already in
working life, i.e. responsibility for one's own work and the quality of work. In the software
industry, quality was strongly associated with quality assurance through testing. The researcher
noticed the freelancers’ commitment to customer projects and desire to make lasting solutions
exist. This was also related to the life experience of entrepreneurs from various projects to
which they know how to compare their own work.
“Quality is always above, design patterns, software architecture and practices are important in our own projects. Sees own value production higher in the long run when
things are handled thoroughly" – PTCP 10
“It’s important that DevOps principles are followed, and project is a clearly speculated
and good that everyone on the team has clear roles” – PTCP 21
Is freelancing temporary or involuntary for the interviewees? Has freelancing been a choice or
alternative employment form? Some participants raised the possibility that this entrepreneurship is just a step and they were open to a normal employment relationship. Of all the respondents, only six people raised such issues, and five of them considered the possibility conditionally. The conditionality was related to the industry, role, product and change of paid work.
“One could go to the company first as a freelancer and get an option for shares and
thereby jump on the company's lists to work, an employment relationship is an OK solution if the company is just interesting enough." – PTCP 9
“The work repeats itself in a certain way, the tech stack changes, the companies change,
the problems change, but still the same. If you want something ‘new’ then you should
go recruited to a company” – PTCP 26

6.3 Circumstances
Software developers with families did not have time to enjoy their previous employers’ company culture in the same way as younger colleagues, and they tended to leave to become an
entrepreneur because they stayed only at the customer’s premises. The researcher found that
many software employers emphasize that they were a family-friendly company and offered
flexibility in working conditions. However, this was not enough for everyone, and these individuals did not want to build silos between work and family life. This can be seen as one of the
main reasons for the transition to entrepreneurship.
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“I don’t need everything extra in a Consulting company X. Prefer to spend time with
family” – PTCP 58
“Thoughtfully wants to be a freelancer, children are pretty small and have adjustments”– PTCP 57
“Working time and commuting are important”– PTCP 47 (note: person has children)
“Two children have to be picked up or taken to hobbies, working days are usually
shorter than usual” – PTCP 9
"I don't have time to visit the [social] meetups because of the family" – PTCP 23

The results are consistent solely when considering cultural blueprints. Finland has a very flexible working culture where professionals can come and go without asking permission from their
supervisors. The author investigated several software consulting companies operating in the
Helsinki area of their activities which made the staff feel important. No company seemed to
ignore flexibility but vice versa. The researcher emphasized that this underlying flexibility in
the industry may cause interpretative disagreements for the software developer about what was
flexible. This was essentially related to the following topics such as location, project presence
(i.e. onsite or remote) and length. Many informants described in detail the travel time, i.e. how
long a trip from home door to the customer's premises would be suitable for them if the customer requires working on site.
"From Vantaa within 1 hour on public, mental working hours count from when the front
door closes, this weighs a lot" – PTCP 29
"Doesn't like to work remotely, good location and onsite ideal" – PTCP 40
"30 min too long commute" – PTCP 47
The researcher found that opinion about the location of the project strongly divides informants.
Others thought it would be good for the project to progress if the team were physically in the
same place (office) and some felt that commuting for work was negative, and they favored
telecommuting (i.e. remote) clients. A few mentioned teleworking as more meaningful if working alone on that project when co-workers are of no use.
“Flexibility from home is preferred, then money doesn’t matter if it’s flexible enough”
– PTCP 39
“Good workspaces, open spaces and work equipment and a table should be in order,
otherwise you would prefer to work remotely.” – PTCP 9
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In addition to the location, the length of the project caused discussion. Some justified the length
of the project on the grounds that they did not want to get stuck in one type of technology or
work because of a desire to learn and vary. Others liked to work on longer projects to increase
permanence (security) and because it took time to learn and ‘get inside’ on the project and
company. Informants explained how they preferred for example a minimum 6-month projects
up to 3-years. One comment highlighted the importance of development:
“Gigs vary from 2 weeks to a year, preferring that there is a 3-month fixed period that
is renewed more often. Can have a development discussion with the client" – PTCP 29

Most entrepreneurs were interested in international projects, and especially projects in Central
Europe or America. Naturally, entrepreneurs with a family also mentioned the family’s desires
for the country. The researcher was a little surprised at how many freelancers were already
doing billed work abroad remotely from home in 2018. These projects were not related to platforms or traditional upwork.com-type assignments, but these entrepreneurs had their own direct
clients abroad. In addition, several entrepreneurs had previously lived abroad and some even
work in more countries, either as a younger by a previous employer or as a senior professional
later.
"No matter the location, works remotely to Norway [pseudonym], visits the client four
times a year" – PTCP 15
”’Lived in three countries. Really interested in foreign, 3-6 months duration optimal,
USA is neat but 9-17 is not enough there” – PTCP 41
"Ultimate goal to get a job in America as a freelancer" – PTCP 18
On the contrary, a self-employed developer had the freedom to choose projects from outside of
his home country, yet they still desired to work for companies nearby them. Corporate culture
was very important to many software professionals. The researcher found numerous different
contexts where participants emphasize the importance of a team, people, or community. The
same people who stressed the importance of telecommuting still talked about the role of the
team. This mean that while those outside the software industry have a general opinion of silent
and antisocial nerds, within the industry, these skilled programmers value team spirit and the
company of other people. Phenomena should not be treated in black and white as a person is
rarely a detached part of the community in which he lives.
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“Humor is important, we had fun. The guy who constantly speaks the book language is
no longer even funny” – PTCP 28
“Team more important than location and other things” – PTCP 17
“Tech is important, but the key is that the team and organization are the right ones" –
PTCP 51
One phrase was especially descriptive from programmer’s daily life “Collective disintegration,
a good team is really important” (PTCP 5) and this statement goes along with the author’s
findings in other interviews. This describes those moments in programmer’s daily life where he
might have found a bug and this makes him anxious, but when he shares this with other programmer colleagues, they will immediately understand his irritation and give some peer support. On the other hand, the size of the company and the size of the team provoked a lot of
discussion with the participants. The researcher found that entrepreneurs who have progressed
mainly to the most responsible positions (e.g. architect) and charged a higher than average
hourly wage wanted to work mainly in larger companies. However, most of whom the researcher had a discussion with pointed out that they did not want to work for large companies
due to their bureaucracy and structural problems. Many had tried working in both smaller and
larger companies and shared comparative experiences as examples. In addition, in the opinion
of the participants, it was possible to perform various work tasks on a larger scale in a smaller
company.
Lack of trust means freelancers were not able to work outside of the standard hours, building
or remotely, and informants complained about VPN problems. One common expression which
software developers used is not monolithic (PTCP 48) Management practices and structures
can be excessively bureaucratic, and most informants disliked hierarchical environments where
decisions needed to be taken elsewhere from working teams.
“Pretty picky about projects and companies, not interested in a rigid mindset, lack of
flexibility and long decision-making” – PTCP 54
“Innovation is low, the consultant [freelancer] is given a stricter framework than the
employed" – PTCP 11
“No foxhole kind of activity where in silos everyone only does individual things and has
to do tickets to keep things going" – PTCP 48
“[dislike] A big corporate atmosphere, [where] coded by Windows, which is [that code]
checked by seven people. Permission takes many weeks to get an account and a VPN
connection” – PTCP 39
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In addition to the bureaucracy and size of the company, motivation is either increased or decreased by the practices utilized by the team. In the field of software, there are common concepts such as Scrum and Agile, the more precise definitions of which are widely disagreed
philosophically, in everyday life. Thus, the researcher did not focus on what is the right way to
implement modern software development but analyzed the opinions of the participants on the
topic. Several people mentioned agile behavior as the default, and if it does not exist, then
interest in the project diminishes as it is the waterfall model (PTCP 2).
The findings discussed earlier are also in line with the following topic. Micro-management
caused negative feelings among those working in the software industry. The researcher found
that software developers felt that they were capable problem solvers and if they had a need for
a solution, rarely would their own supervisor be able to support them with that deeper technical
problem. In this case, the behavior of close supervisors is also in a prominent position, because
their help may not be needed in everyday work. One respondent extended micro-management
practices to timecards, a way to track the working hours of working people. He found such
oversight unnecessary because company supervisors should be confident that people are doing
enough work.
"HR cannot sit on technical validation, decision models must be smartly implemented"
– PTCP 11
Team size is one issue that emerged from open-ended questions and discussions with entrepreneurs, although it (as not in the previous answers above) was not asked of them separately.
Those who cited team size as a factor almost invariably thought a small team is better. However,
the definition of a small team varied from 2 people to 15 people. The last factor related to the
circumstances is considered awkward people or the wrong kind of team. The entrepreneurs who
brought up the difficult team members mentioned, among other things, that the same rules
should be applied to everyone and such free riders were not wanted on the team.
“Doesn't like the spirit of competition in a multi-supplier environment, one person can
poison changes with their attitude” – PTCP 44
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6.4 Justice
Regardless of how good the software industry is, employees were unhappy with the reward and
switch from working to entrepreneurial. This subsection reflects the findings of interviews, discussions, and observations, mainly the sense of injustice, the diversity of rewards and their
contradictions. In addition to financial security, people gave their wages a lot of personal significance. If they felt their wages were too low compared to the work input, one easily felt that
wages were unfair. On the other hand, the same experience may arise when the salary is very
high compared to the demands of the job. Whatever the reaction, it is noteworthy that experience always comes from comparing one's situation to others. People were trying to compile this
puzzle from the small pieces of information that they managed to collect through acquaintances
and colleagues, as well as through salary comparisons on the pages of magazines. This fragmented information easily created a bias; people compared their wages directly to information
whose backgrounds and details they did not know.
The most mentioned motivator for entering self-employment was a fair salary or unfairness
towards wage they earned while being standard employees. Naturally, this overlaps with the
Money theme which handles the citations of money as a reason. Incentives reward individuals
based on performance, and that is what fixed monthly salary does not. Standard employees got
the same monthly salary, despite the work results (e.g. did work well, really well, moderately,
or poorly). Informants were quite aware of rates, ranging from 60 - 200 euros per hour (VAT
not included), which their previous employer charged from the end-customer. Almost every
fourth mentioned how unfair they felt that employer billed (60-200€ * 160 hours per month)
ten thousand from the customers and they got fixed wage each month, despite their contribution
to the revenue. Despite a decrease of other financial and non-financial rewards and benefits
when shifting to self-employment, informants explained that their hourly billed income has
enabled a freedom to use money into things which benefit them the most. Under Circumstances
theme another reason connected to this is participants’ family situation.
“That injustice to the payment of consultants’ salaries and yet always to the client alone
without the support of the parent company” – PTCP 56
"It doesn't make sense to get € 20 an hour and the consulting house will charge € 200
an hour to the client when could get most of it himself" – PTCP 37
"For financial reasons, there was no need for a consulting company in between, seeing
it as unfair to be able to keep the consultant gang on the bench, margins [were too big]"
– PTCP 48
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“Didn’t feel like a consulting firm needed to be in between taking money, fairness with
money is important and transparency” – PTCP 50
“No need for a consultant house around to take in between” – PTCP 16

According to field notes, the opinions of the participants were sharply divided into those who
only care about money and those who had ''already seen everything'' and wanted sustainable
development projects and meaningfulness. One overlapping issue with Money is the role
these entrepreneurial minded individuals had in their previous company, where they noticed
that the grass might be greener on the other side. As one SW developer explained, "He made
a lot of sales for X [company name], so he said why not do it for himself." – PTCP 5
Fresh entrepreneurs were aware of the elements that the overall reward system consisted of. In
discussions with informants, they told repeatedly how absurd some of the benefits offered by
their previous employer were, “Not interested in ball pools, own brand beers and others, you
can buy these with a decent salary” – PTCP 10. On the other hand, if they stayed as a contractor
for their previous employer, they were welcomed to events employer offers to their regular
employees and they were able to enjoy refreshments like other standard team members. It is
common in the software industry to keep close relationships to alumnus even after they are not
part of the company, because “circles are small”. From the author’s point of view this behavior
was like picking out the raisins from a cake. Freelancers were able to earn twice or triple the
amount as standard employees yet be treated as part of the company. The author still understood
this after observing the bureaucracy freelancers face at some end-customers, where they were
certainly not being treated as internal professionals, rather external consultants. However, some
of the participants had been self-employed for more than 10 years and were not anymore connected to the company from which they left to start their businesses.
Some entrepreneurs said it was important to be honest about their operations and especially
about invoicing. They only billed for the hours done and wanted to create transparency for the
end customer.
"[I am] accurate about the content of billable hours, i.e. it is not automatically billed
7.5h per day"- PTCP 9
"[work time is] 80%, do not charge for coffee breaks" – PTCP 1
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"Wants to do one project at a time 80%, does not want 100% allocation and several
projects at the same time, effective coding per day is max 6h" – PTCP 60
‘‘I would like to plan projects well so that it doesn’t feel like collection of fares’’ –
PTCP 46
In addition to this, entrepreneurs valued transparency in the procurement process. Participants
often talked about wanting value for that money the broker takes from hourly billing. If the
broker was invisible and the project lasted up to years, then it was perceived as negative that
there was a middleman at all, which did not add value to the entrepreneur. They compared the
situation to being in an employment relationship and in that the employer had been that intermediary. Thus, this experience of injustice did not go away even if a person became an entrepreneur if he used external intermediaries to sell and procure projects. In addition, entrepreneurs
mentioned harmful if the length of the billing period, which was up to 90 days, did not appear
at the negotiation stage and this is too long for a small entrepreneur.
“With Consulting company X through a few middlemen, Consulting company X took 130
[euros] and got 80 [euros]. There was a little bad taste in my mouth”- PTCP 3
“Consulting company Y was a real invisible middleman which was a bit of a bad thing” –
PTCP 24
“End-customer Z through Talent agency X, had a bottom quote in many ways, after the gig
was sold you don’t hear any of them anymore” – PTCP 14
“Got nervous to the broker when [he] didn't get the service even if they took between 1020 € / h” – PTCP 28
“[intermediaries are] Trying to push prices down”– PTCP 32
“I usually don't need anyone in between” – PTCP 58
“Would like to get away from long chains where there are many intermediaries between
the end customer and the freelancer” – PTCP 26
Freelancers valued good management and PO (project owner). Level of quality was uncertain
unless specific actions were taken to plan and control. ICT is in use of all enterprise functions
which makes it complicated to lead.
“Trust is everything, the alpha and omega, it feels like you can trust others and others can
trust you, there are good dudes in a project” – PTCP 24
“The main thing is that the client has some clear PO, sometimes I don't know who to ask
about things." – PTCP 20
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"Management is well managed, management does the right things" – PTCP 39
In addition to transparent pay, pricing, processes and management, freelancers valued ethical
principles. Ethics was mentioned in discussions in many different forms. Some laid stress on
certain industries, such as gambling and the arms industry. Some thought about ethics more
broadly and did not want to work for a client whose staff were not doing well, or their product
or service was not able to stand the review from one generation to the next. The researcher
found it interesting how much there were talk of sustainable development in 2018. In 2019,
when the researcher once again met a few entrepreneurs, they emphasized well-being and ethics
almost even more than last time. This time, mental well-being was also related to ethics. According to the researcher, the hot situation in the market may have affected to this, so that entrepreneurs were freer to choose what kind of end customer they work with and thus better
follow their values.
“Price is not the most important thing in a project, staff should be well, ethics may be
emphasized here” – PTCP 25
“Saving the world is of interest, meaning ethical issues need to be in order in the project. Not motivated to sell your own job to arms companies or pharmaceutical companies if unethical” – PTCP 15
“An ethically acceptable company, doing something that will last from generation to
generation. Gambling, morally questionable, the arms industry does not ramp up its
own values. Climate-destroying projects do not motivate” – PTCP 31
“Nowadays [I am] so old that you don't have to do everything anymore, I put a limit on
quickie loan [projects]” – PTCP 33
“A meaningful project would be a good one, in [my] spare time made an application to
help the over-indebted. Interested of ethical activities, support for the disadvantaged
and child protection” – PTCP 48
According to author’s memos, software developers in general are involved in the digitalization
of the whole world, so it will be interesting if they do not agree to make certain types of software-related products such as websites for a gambling company. On the other hand, the researcher also spoke to entrepreneurs who are in the industry because of money and can practically do anything as long as it is paid enough.

70

6.5 Learning
Across the informants, highly qualified colleagues to whom they can turn in the matter of any
technical issues were appreciated. In addition to teammates, the content of the project was important for the ability to learn and stay involved in development. Many participants said they
were looking for a varied project assignment where they were able to learn something new.
Skill requirements, job profiles and work environments changed quickly. In a technical sense,
versatility can also be related to whether the software developer is frontend or backend oriented,
or whether he knows and wants to do both, i.e. full stack development.
“Gets bored really fast and wants to try new industries" – PTCP 60
“Full-stack job, don’t want to be doing mere backend” – PTCP 28
“No basement code 100% but in addition to coding it would be good to have other tasks,
likes to manage the team" – PTCP 45
As mentioned in the previous paragraph, technology played a role in the amount of motivation
when working on a particular project. In addition, technology and learning were often mentioned hand in hand, i.e. the desire to stay involved in development. Some participants found it
problematic that in the current project it was not possible to learn, for example, artificial intelligence and would like to invest in it if they could find the time.
“In good projects, the opportunity to learn and the opportunity to build on what has
already been learned” – PTCP 15
“Keeping up to date and learning is paramount, having completed multiple certificates”
– PTCP 32
One in four mentioned an interest or desire to be involved in assignments that started right from
the beginning when a freelancer joins a project. In the software industry, designing new products can be called pivoting and making minimum viable products (i.e. MVP). In these proto
stages, a team of experts from many different fields think about how the product would make
the most sense to build and why it would be done at all. In this case, professionals did not work
with the old material or "create old debt", i.e. the old code, on which you will normally start
building more new code. In the initial stage, joining also increased the participant’s own intellectual capital when he was able to see the “end-to-end” construction of the product. This rarely
happens (PTCP 20).
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“The best gig would be to chat with the customer's business and tech types about what
to do from the start and get to plan from the start" – PTCP 14
“I don't want to be tuning in, I am building something new" – PTCP 57
“From the beginning when you jump in then it’s a blank board, pretty empowering to
choose the tools and architecture. The team will start working well after 6-9 months. It
takes a surprising amount of time to build trust” – PTCP 10
The researcher also found that it is not at all self-evident to receive projects implemented from
the beginning. Therefore, many had their own technical projects in their spare time where they
implemented this desire. In these leisure-time hobby projects, a solution has often been created
that can be used, for example, to improve one's own hobby or family's daily life. Some hoped
their product would ‘break in’ i.e. make a breakthrough and at some point, this product could
be sold.
“1-2 months of non-invoiced months spent on learning” – PTCP 29
“Before I will be 50 years old, [hope that] the biggest revenue stream comes from your
own products, the evening time is doing [those] stuff" – PTCP 14
“Now I learned something new and made games during my vacation” – PTCP 6
Much emphasis is placed on the expertise of colleagues in software circles. Working requires
trust in another person’s input, as in many other areas. From the researcher’s own point of view,
the software industry could even be compared to building a house; in the team, one knows how
the foundations are done smartly, the other knows how the elevators get connected and connected to the houses, and the third part thinks about what the facade should look like to home
buyers. These three professionals are overseen by a foreman who is responsible for the overall
strategic picture. Similarly, in software projects, the team’s diverse backgrounds and expertise
are at the center. If senior software developer had to support of younger people (i.e. junior
developers), he spent his own productive working time teaching others and supervising the
work of others. Participant 55 disliked working with juniors as he did not learn anything. This
sparked a lot of thoughts and most informants wanted to work with the experienced (i.e. senior
developers).
“Team the single most important thing, people are professional and get along with
them” – PTCP 31
“Few understand top-notch solutions ’why focus on these solutions’, benchmarking
with unique smart developers less common” – PTCP 11
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“When doing it alone is the most likely to screw up things, in that sense, always working
in a team is important” - PTCP 14
Exceptionally, one person mentioned the desire to work with juniors, and justified it by learning
something new because younger software developers are constantly eager to study the latest
phenomena and adopt new frameworks. The researcher also noticed at a later stage in her own
sales work that customers wanted senior-level developers for projects that already have a wellmatured technological solution - because they did not want young experts to tell all the latest
technologies that could be introduced in a product.
The business problem of the product, i.e. the reason why the product exists and what kind of
problem it solves from the users, was considered by many entrepreneurs to be an important
factor in choosing a project. The starting point of the problem to be solved is in interest and a
business-critical problem.
The last theme related to learning is the career development of the entrepreneur. Every project
that an entrepreneur chose took him either closer or further from the long-term goal of working
in a particular role, in a particular industry, product, or technology. Many also illustrated with
examples how they would implement, for example, the role of project management or architect
in their own project.
“Lead roles where coding can also work well, not pure architect or lead roles where
there is no coding” – PTCP 3

One-person highlighted career development as important so that he did not need to keep up
with ever-changing technology.
“The current front-runners in their twenties, are constantly learning and running everywhere. I might be interested in going for a lead [position] where you don’t have to
compete with coders” – PTCP 44

6.6 Money
Money is one of the major explaining factors of software freelancers’ motives and reasons behind self-employment. According to field notes, demand and supply have had its impact on
why individuals had enough courage to become solo entrepreneurs. These examples are demonstrated more closely next.
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"Concretely, the situation is that order books remain full through [my] own networks"
– PTCP 14
The researcher found that the same phenomenon rises in discussions about the reasons for becoming an entrepreneur. The ease of getting projects has been a starting point for entrepreneurship for many, with many participants describing that they did not experience the challenges of
being a freelancer. One informant even presented a scenario that freelancers will take on the
jobs of salaried employees in the future (PTCP 53.)
“The projects have only come through something so far, have not actively sold anything
but have always been contacted” – PTCP 24
“The acquaintance recommended to [start working directly for] End-customer X, the
freelancer hustling was different but otherwise everything went smoothly, much more
competitive [salary]” – PTCP 41
[note: this informant requested 80-100 € / h, and his target was 150 € / h]
“Off from Company X, where he was recruiting and saw the job market heat up and
[decided to] become an entrepreneur” – PTCP 33
“You don't need practically any sales help when you can already access the big tables
directly and get in touch through your own pages and GitHub” – PTCP 60
“At first [I] took what came but now [I] can already choose according to what feels is
appropriate and what believes in” – PTCP 45
Market demand and the ease of becoming an entrepreneur was obviously one factor behind
eagerness to enter self-employment. In addition, SW freelancers highly valued performancebased pay and equality, transparency (management and employees). Software projects can be
priced based on market situation and psychological factors, reflecting customers’ attitudes to
prices and pricing information. A new evaluation of prices offered can be made during the
negotiations. Informants told that their rates vary from 65 euros to over 110 euros depending
on the project and individual. It should be noted that this income may include possible bias,
while the author was working in the talent agency and informants may overestimate their rates
as a negotiation tactic. However, later when the author was working in a consulting company,
she noticed that these prices are quite accurate in the consulting business of programming.
Compared to the industry average and median salaries, the software developer's monthly median salary among the Finnish IT-wiki survey’s respondents was 4,000 euros and the average
4,222 euros (Puro, 2019). With average billing, freelancer can earn between 9,600 euros (60€/h
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* 160 h) and 16,000 euros (100€/h * 160h) in one month. Even if a freelancer takes care of his
own health care system (which in general is for free in Finland), pension plan and prepares for
empty months in case of sickness and holiday, he will admittedly earn much more than a standard employee. Therefore, the researcher was not surprised when several entrepreneurs talked
about their good financial situation. These speeches can be broadly divided into three categories; the goal of financial independence, willingness to make money, and the exploitation to
make money when the market is hot. The researcher also linked financial independence to the
desire to reduce work.
Financial independence:
“Goal is to be financially independent by 40 years-old, wants to achieve financial independence with investments, now wants to make a lot of money” – PTCP 32
“Aiming to make less work, thinks that a freelancer could do more freely, and it doesn’t
hurt to have time to keep free between projects. Intended for downshifting, in the future
work [only] 6-9 months” – PTCP 49
“Money is the clearest reason to be an entrepreneur, I don’t know many freelancers,
the challenge has been pricing projects, projects are demanded, no more leaving under
€ 100 / h, no industry preferences as long as you get the money. No matter so much
[about] the work community or product, bored with coding, wants to quit working in a
couple of years” – PTCP 38
Willingness to make money:
“In the past created App name X [app’s name changed], which income would live on,
but wants something sensible to do to pay the bills” – PTCP 34
“€ 185,000 per year turnover, good compensation influences project selection” – PTCP
42
“Money is, of course, an important factor” – PTCP 48
“The hourly rate is the number one criterion. Fooling around with startups, over the
years they have been kicking a bucket at 1.5 years but [I am] with small stakes in them”
– PTCP 45
Exploitation to make money when the market demand is high:
“Achieved everything, money matters. I am not interested in coding, make it for the
money"– PTCP 33
"Makes better contracts than the employee" – PTCP 1
“Easy money right now, no matter if there are users if you get money, bill 100% of the
hours” – PTCP 55
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Informants valued the ability to be in control of their salary, however, were afraid of empty
months, talent agencies or consulting companies were helping with this by lowering risks. This
study did not investigate how informants prepared for their entrepreneurial process.
Freelancers valued the reputation of the end-customer because it increased personal brand
value. Informants’ explained how projects which they performed to well-known customers increased their reputation as professionals. However, there is another explanatory determinant
why independent professional prefer known brands; they usually afford better rates. On the
other hand, some name-dropped firms who have interesting products for instance "NASA and
space are interesting" – PTCP 55.
One reason for starting a business was that their previous employer had asked them to start as
an entrepreneur, and bill for the hours they worked. Therefore, a company had to be set up. So,
this led to entrepreneurship. According to the researcher, individual freelancers have been well
received by companies in various industries and this has contributed to increased demand for
self-employed people.
"Many people from Company Z were pushed into entrepreneurship, their management
listened to externals better than internal employees" – PTCP 6
“Company X asked if I could do it” – PTCP 17
“There was no choice, the Finnish department moved to a new owner and it was decided
to start invoicing the new parent company” – PTCP 39

This conclusion is supported by the participants' reports that they have been contacted by one
certain Finnish talent agency and attracted to become an entrepreneur with a ready-made contract. Many entrepreneurs mentioned the desire to grow the business by hiring employees for
the company or looking for a partner. On the other hand, they faced such constraints like time
management, security of employee’s payments and taxation in their desire to hire standard employees.
“I’ve been employing people, but a little stress on paying wages and if the partner lacks
business instinct then prefers to work alone” – PTCP 15
Time management was extended to the sales process of entrepreneurs. Many people found sales
tasks challenging when an individual should focus on their main job, i.e. coding. From the
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researcher’s perspective, intermediaries were able to add value to an entrepreneur’s daily life
by taking on administrative task. On the other hand, it is good to note that this issue is linked,
among other things, to the entrepreneur's career development and autonomy, because if a freelancer needed support for sales, then he gave some freedom to another actor.

6.7 Technology
Technology covers many themes related to an individual’s skills, career development, sales,
marketing, and pricing. Therefore, this theme should not be construed narrowly to cover the
tools of a software expert but is related to a great many things. From a tool perspective, technology includes software languages, frameworks, databases, cloud architecture, and integrations, about which every experienced software developer knows a little but more commonly,
they are, so to speak, experts in t-shape. So, they have spearhead technology and other supporting technologies around it. Programmers refer to “tech stack” when they are talking about tools
they prefer to use, or they are good at.
Tools are a very broad concept in software advocacy, as they are constantly coming on the
market. Therefore, the word "legacy" means an older version of the Java programming language, for example, while "modern" technology may refer to a newer version of the Java programming language. Newer versions are intended to make work easier and add features that
support, for example, new requirements with artificial intelligence and machine learning and
cyber security. Modern tech can refer to completely new emerging technologies as well. This
constant need for renewal also knows more demand for work of software experts. Technology
was also an important criterion for entrepreneurs when looking at what kind of assignments
(i.e. contracts) are available. After a short time, the researcher noticed how many different keywords can be found that describe software developer tools. Keeping up with technological developments required active market monitoring, many respondents lived in their own bubble,
where the age of technology (i.e. legacy) can mean many things.
“Technologies don't matter but prefer modern techniques" – PTCP 37
"However, I have gone more diligently to projects where there has been a modern stack"
– PTCP 26
“Technology must match, technological solutions are emphasized. 80% match to your
skills ideal, would also learn something new” – PTCP 7
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“Hyped technologies are advancing like an avalanche and must be critical of what goes
unnoticed" – PTCP 11
“On the consultant side, minus is the fact that the projects are really one-sided, I would
prefer to do projects where it is possible to use a wide range of different technologies"PTCP 27
In addition to the factors mentioned above, the release of technology at the time is relevant to
people’s motivation. Many participants cited old technology as something they did not want to
work with, now that they were able to choose their own projects as an entrepreneur. According
to field notes another theme arose in connection with the project's technology, entrepreneurs
wished to be involved in projects from the very beginning to develop their missing skills, in
addition, they mentioned it as unmotivating if they had to work on stalled product development.
This type of project is referred to as “maintenance” in IT world. In short, it means developing
an existing product, typically corporate’s internal software program (e.g. Enterprise Resource
Planning), which is not in active development mode. There are plenty of those kinds of maintenance programs, and it is a completely separate business for many software businesses companies that have focused on maintaining and supporting the software 24/7 in the event of a failure
or user feedback.
“Backbone is an absolute no and legacy materials, Java, Angular 1, not interested" –
PTCP 44
“Price [is] very rarely the highest criterion, relative, does make ERP 200 € / h, otherwise the target is 70-100 € / h" – PTCP 29
“No basically legacy or Microsoft chores, has left out [from those]” – PTCP 40
In addition, the researcher noticed a repeated “users” word in the discussions. The number of
users in the software business means the final number of users of the product to be made (software, website, technological physical device, etc.). Most often, software developers mentioned
consumer services (i.e. projects) as interesting because it also posed challenges for themselves
when they thought about the software architecture, i.e. how that product will eventually withstand a high number of visitors or users, i.e. traffic. By comparison, customized customer management software for internal use by an individual company, for example, requires less durability per number of users. In addition, from the point of view of entrepreneurs, public projects
were easier to use as a reference for one's own expertise, while projects for internal use are
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usually subject to a non-disclosure agreement and cannot be talked about or presented as a
reference.
“Motivate if the project has a lot of users, preferably public outward, not such true
internal, open source would be a plus" – PTCP 31
“A really big project with a lot of data and 1000 users per hour, a real tragic project"
– PTCP 23
“Wanting to do more commercial projects with a lot of users, would see how heavily
the back-end scales if you there’s a heavy traffic” – PTCP 18
“It's not the tech itself, it's more important to have many users, otherwise pointless" –
PTCP 6
It’s also noteworthy that the number of visitors was such an important thing for a software
developer that only one person specifically mentions that it did not matter to him, as a respond
to public opinion without being asked by a researcher.

6.8 Negative differences compared to standard employment
Clearly, self-employment offers the potential for independent and rewarding careers. At the
same time, informants described several issues relating to entrepreneurship in the software industry. These are more related to the differences that entrepreneurs now experience as a freelancer compared to their previous role as an “employee consultant”. These are the so-called
dissatisfier factors in self-employment. Many of these are related to the sub-question two.
Some informants felt loneliness in a project because they were only professionals in software
development. Technical knowledge requires a group with different complementary skills. One
person cannot know every detail of frontend, backend, database, APIs, and integrations, microservices, cloud architecture, devops and so forth. It was not uncommon for freelancers to hop
into projects where used technologies were not so familiar, but often with limited resources.
However, the dilemma lies in supplier’s (enterprises) willingness to hire freelancers who have
not used work order’s required technologies earlier. Informants told during the process how
they are urged to lower their prices if receiving a work order with not so familiar technologies.
Although the compensation provided to freelancers remains higher versus regular employees,
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it was irritating while those new technologies offered a way to broaden their curriculum and
their career paths as well.
“It feels like customers are staring too much at keywords and what we've done in the
past, even though one can easily take over the new framework” – PTCP 7
“Also interested in React but no work experience, customers should understand that
[it is] slower than doing in Java” – PTCP 28
“As a freelancer you cannot sell Objective-C as an expert if one has done a couple of
tutorials at home” – PTCP 29
On the other hand, some entrepreneurs were willing to lower prices if they got opportunity to
learn in this new assignment.
“Obsolete technologies do not increase [my] market value, prefer 80 €/ h with better
technology than 90 €/ h old technology" – PTCP 23
“Part-time would be ideal for projects and could even start at 70 €/ h for three months
and be raised higher as you learn new technology (RRP Price 80-90€ / h)” – PTCP 3
Predicting future demand was a factor related to the downside of entrepreneurship. Freelancers
ensured the market value of one’s own expertise, and they should be actively aware of what
kind of expertise is currently in demand. As the researcher previously noted, learning new technology happened either in a work project or in leisure time, technology trends changed in a fast
cycle and it put mental pressure to stay involved in development.
“Interested in knowing the long-term visibility of where the current job will lead, the
contractor’s problem is it won’t lead to anything, community support and continuity
challenge’ – PTCP 45
“Basic brokers don't really benefit [me], but want to know what the freelancer business
looks like, what direction they're going, boom or recession" – PTCP 40
Solo entrepreneurs in the software industry also found it challenging to market their own expertise to new customers. The biggest projects they were involved in were usually secret and
the code was restricted from the next customer. Act of branding and marketing in general was
perceived difficult because it was not core competency. The expertise of some freelancers was
strongly focused on backend technologies, which were not a public reference like some frontend
projects. This problem posed sales-related challenges compared to the previous situation where
someone else in the consulting company resold their expertise (resume) to a client. From a
freelancer's perspective, how can one manage his career in external labor markets? As explained
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above, a software developer’s reputation depends on the quality of his previous projects and
technologies he can utilize.
“C ++ embedded software may not open as a portfolio demo" – PTCP 29
In addition, the researcher found that an external consultant may be hired by the client company
when everything has already gone wrong. This, on the other hand, was less common, as the
current market situation requires clients to hire external consultants already due to a shortage
of talents and because external experts have usually been involved in many similar projects in
the past and are able to give a new perspective to internal staff.
“It feels like the consultant is being taken only if there is a crisis in the company, the
consultant is sought to fix the fires, the small tension that comes from it is exciting because the consultant has to prove the wow- effect within two weeks" – PTCP 60
The external consultant was also placed in a different situation with regard to the continuity of
the assignment. The researcher repeatedly observed how challenging an entrepreneur finds constant uncertainty about the length of a project. This is related to the nature of outsourcing, i.e.
hiring a freelancer is a purchasing decision that was usually made in a different department than
where the freelancer works. The procurement decision can involve people from several different departments, especially in a global company. This, in turn, appears to the freelancer as a
situation where he is not sure if the current project will continue in two months or whether he
should already start looking for a new project. The researcher found that there is a general joke
in the industry that "the need was already yesterday", i.e. there has been a shortage of a project
where a skilled software developer is needed for a long time.
“There is enough work in the Company X, but I can’t say the future yet, because it might
be that money taps are put off” – PTCP 60
“Company Y does the budgeting so there is no exact information after the turn of the
year [whether this project continues]”– PTCP 7
“A sensible transition should be to a new project, not wanting to start a project that
starts ‘today or next week’, names on paper as early as possible” – PTCP 45
There was also a discussion with a few entrepreneurs that there was not enough information
about projects in advance. The researcher also noticed this herself while working with software
expert sales. Customer companies are strict to whom they disclose information about the technologies used in their product or project. It is somewhat comparable to baking; bakers may be
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informed that they need certain ingredients to make the pizza, but if he does not know in what
proportion these ingredients are put, he cannot judge what he is buying from the store. Using
this example, the researcher illustrates that entrepreneurs could get an order for full-stack programming work that takes 6 months in the metropolitan area with a price rate 88 euros per hour.
They did not necessarily know which technologies would be most relevant, at what stage the
project is, what kind of complementary skills can be found in the team, what kind of agile
development models are used in the work, what the product is for and so forth. Interviewees
felt that it is common for brokers or consulting companies not to immediately release information about who the end customer is, which could give the freelancer an idea of what that
product or company will end up being.
“Does the broker understand what he is selling? If you look at the Angular word but
and don’t notice what the talent wants versus what is being sold” – PTCP 23
“Thinking of architecture in the case requires more price, e.g., reforming the front-end
legacy” – PTCP 31
A few individuals also mentioned the difficulty of getting feedback as external. For example,
freelancer may not receive feedback on a project where he has been offered by a broker, but the
freelancer has been rejected by the end customer for one reason or another. On the other hand,
when a customer is present, feedback is not necessarily given because supervisors are responsible for the employees in the employment relationship. Feedback, on the other hand, is given
from the code if the good coding practices are in the project team.
In such a small country as Finland, networks matter. Many freelancers are part of professional
communities, which can involve online or face-to-face interaction. Social gatherings are important to exchange technical tips and market information. Networks also cover community and
working culture, which more people feel is left out when working as an external. Work projects
change and with it all teammates. When the situation is compared to work as an “employment
consultant”, then when the end-customer changes, the consultant always has his own “home
staff”. As a self-employed person, a community may not be born.
“No social circle to support everyday life”– PTCP 1 [note mainly works remotely]
The researcher found it contradictory that some entrepreneurs felt that the community of the
former consulting firm was not needed, as the end client always had their own support network.
This finding still supports the general desire for the entrepreneur to have some community
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around him. Occasionally, freelancers were treated as external consultants who were not invited
to the end-customers pre-Christmas parties even though they worked as a team over a year.
Freelancers felt this kind of behavior of building silos very strange.
The aim of this chapter was to provide more insight into software freelancers values and motivation factors. The reason for starting a company may have been multifaceted, and it is also
essentially related to the meaningfulness of future projects, i.e. the factors that entrepreneurs
have talked about as either inspiring or discouraging. The next section discusses the empirical
results in light of previous studies.
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7. DISCUSSION
Purpose of this section is to present main empirical findings to research question and identify
whether these have something in common or conversely, are offering something new to the
existing theoretical literature. The main research question is supported by two sub-questions,
which will be presented in subchapters. This chapter answers to reason behind transition to selfemployment in the software positions, and factors increasing or decreasing motivation in freelancing work. As an author of this study I had no defending presumptions of the reasons why
individuals have decided to proceed into the entrepreneurial process. As Shane et al. (2003, p.
17) criticize previous research on motivation and entrepreneurship, authors of various publications have tended to study wrong motives. Shane et al. suggest that more complete models of
the particular entrepreneurial process are developed before analyzing a particular motive or
activity. After reviewing literature and previous research from the topic, I found out how differently authors of scientific articles define entrepreneurs and freelancers, therefore, a straight
comparison between previous literature cannot be made.
As stated in chapter 4 a total reward model used in software companies is very comprehensive.
So why do well-paid and nonmonetary rewarded programmers decide to leave a safe existing
work position? Jensen et al. (2007, p. 14) argues that although pay is often a factor in people’s
decision to resign, better compensation in most cases is not the only reason. Employees leave
because of intrinsic reasons, covering personal development and growth. As Armstrong (2010,
p. 49) noted, six most commonly used reward methods in total reward models are career development, recognition, work-life balance, performance management, involvement, and work environment (including the work itself).

7.1 Demand, justice, income, and family reasons behind transition to self-employment
Money is one major motivator to establish an own company among informants as noted in the
findings section. When analyzing the reasons behind this, one major sub-theme arises: high
demand of certain know-how and labor shortage. As Taylor (1996) explained in the prosperity
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pull theory, these abovementioned factors may operate as a driver to establish a company. Findings of my study support this pull theory. Many informants explain how easy it is to keep their
order books full through their existing networks.
Majority of informants started their own business because market demand of skillful IT-consultants and software developers is very high in 2010-century. Some of them started already 15
years ago, some a few months ago at a time of the interview. Clients have recurring needs and
little expertise, which was also mentioned in Barley & Kunda (2006, p. 52) research. This mindset can be related to prosperity pull theory (e.g. Taylor, 1996) and tendency to establish business
when there is a high demand for certain know-how. On the other hand, informants also emphasized their voluntary; they started business because they wanted to. This result is aligned with
Dennis (1996) research that individuals enter self-employment because of desire, not because
of lack of available alternatives. As Muehlberger (2007) noted, outsourcing is popular and
Burke (2015) emphasizes that so it is freelancing. In some interviews’ informants explained
that they started their entrepreneur journey because of their previous employer asked them to
start billing their hours instead of being standard employee. Amount of these informants is not
significant as only few explained this was the reason. Another example of easiness of freelancing, is that some informants were directly contacted by one specific Finnish talent agency which
offered them a project and helped with formal paperwork. These reasons are part of the Money
theme, which includes supply and demand. As noted by Metsä-Tokila (2017), distribution of
ICT talents has not been evenly in Finland, and some areas suffer from labor shortage whereas
in some geographical areas’ individuals cannot find a job. This study focused on informants in
the Capital region of Finland, which may have had impact on the results. As a weakness of this
study, one cannot claim to have a full picture of labor shortage in ICT markets of for example
Northern Finland, so we can only talk about the situation in Helsinki Metropolitan area. Many
informants explained the ease of getting contractor projects and some are even capable to
choose their projects.
Naturally, market demand is affected by socio-cultural influences, political and economic decisions made by government and other parties. As highlighted by Kitching (2015) these have
impact on the consultant’s work. Based on the observations in the field, author truly thinks that
the source of easiness of outsourcing comes from third-parties operating as middleman in the
ICT field, as these decrease sales risks, and another reason behind this heated market situation
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is the general trend of digitalization, which requires each company to put speed on their investment decisions to digitalize their product or service life cycle chains. These previous factors are
not directly mentioned by informants, they are from the field notes of the author, however, these
are important factors explaining the labor shortage and therefore the amount of money offered
to software developer. And this is linked to the pull-push theory, where individual either is
forced to be entrepreneur as a lack of employment options or individual sees entrepreneurship
as attractive opportunity. Political-economical explanation can be drawn from light entrepreneur concept and other methods how government tries to increase entrepreneurship, in addition
to this finding, other authors have found similar explanations (e.g. Burke, 2012; Kitching,
2015).
Income can be seen as a driving force behind the transition decision to self-employment alongside justice and circumstances. Although it is not surprise, as this finding is similar to many
other entrepreneurship studies (e.g. Tremblay & Genin, 2008; Dawson & Henley, 2012), this
finding covers much more than just an increased salary. When an individual establishes his
business, he does not automatically receive higher salary compared to standard employment.
Findings suggest that heated market demand increases the value of professional software developer and therefore people in this occupation (professionals) are wanted both as standard and
nonstandard employees. Informants of this study knew their market value and they based their
evaluations of billing rates to those what their previous employer billed from their work at the
customer. Informants explained that as entrepreneurs they earn between 60 € to 120 € per hour
(VAT 0%), compared to previous monthly gross income which was approximately 18,75 € to
37,5 € per hour as standard employee. This new income is 3.2 times higher. As stated in the
findings section, the informants’ motivation to earn money can be divided into three categories
(i) the goal of financial independence, (ii) willingness to make money, and (iii) the exploitation
to make money when the market is hot. In other words, some informants wish to become rich
so that they can decrease working in general, some just want to be rich, and the rest are aiming
to utilize the labor shortage. In addition to these segments, some individuals explained that they
are in the ICT-industry only for the money, whereas others were more excited of the technology
itself and problem solving, and money was not their primary source of motivation even if they
valued fairness of their new salary. These findings are something new, and partly fill the existing gap in the literature, because they bring in-depth reasons why money or income is important
to IT-entrepreneur. In addition, previous study by Burke (2015, p. iv) found that freelancers can
earn average 150 % more than correspondent employees.
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Fitz-enz (2000) found that employees across all levels value fair and equitable compensation.
This is in line with this study’s findings, even though this handles entrepreneurs. Informants
who had a background either as a regular software developer or architect felt that it is important
to reward people based on their performance, transparently. Leventhal (1980) talks about distributive justice and sense of fairness, and in this study, informants were not accusing previous
employer to be promising something such as certain kind of annual bonuses and not later on
keeping those promises. Rather, the problem lies in the procedural justice coined by Tyler and
Bies (1990) which refers to how incentive policies are put into practice. IT-consultants typically
know their value to the customer, and this is one way to increase the commitment of the work
quality. However, the downside of this information is that individual might tend to compare his
monthly salary to the amount what he is charging from the customer to his employer. Margins
can be calculated quite wrong, if individual is only notifying his salary from the amount billed.
One of the key findings of this study and answer to the research question one is that individuals
had a sense of unfairness towards their wages and similarly, to their previous employers’. This
was a one of the reasons to enter self-employment. In this study, difference to straightforward
better income is the perception of unfairness when analyzing the previous employer’s incentive
systems. John Adams (1963) Equity theory explains how people will be motivated, and it follows principles of distributive equity and distributive justice. Based on my findings people
surely are demotivated if treated inequitably. More importantly, author found it very interesting
that informants did not highlight supervisor or manager as the key reason for their resignation.
In many business articles the main reason for personnel’s turnover is relationship with managers. Naturally turnover refers to employees’ desire to shift workplaces to another, not directly
to enter self-employment. Feeling of unfairness or unfair treatment before entering into entrepreneurship may has its roots in the company policies and management, which may be demotivating, as noted in Herzberg (1968) study. Hygiene factor Company policy ja Pay are similar
to these findings, where individuals decide to leave their current employment as a result of
feeling unfairness. Entrepreneurs cite unfair pay as one of the reasons to become an entrepreneur. Smit & Montag-Smit (2018, p. 5) emphasize that individuals’ who are more sensitive to
issues of equity and perceive unfair treatment, are seeking out information on wages because
they may experience a stronger fear that they are being underpaid for their work.
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Family reasons (part of circumstances theme) are one major driver behind transition to selfemployment alongside justice, money, and autonomy. Family as a driver is in line with Dawson
& Henley (2012) research results, where one of the main reasons why respondents chose selfemployment was family reasons. Informants of this study explained how they want to spend
more time with children while they are young, help at home by picking kids from kindergarten,
and in general spend less time on commuting to customer’s premises as many informants prefer
flexibility to choose their workplace (e.g. home, remotely). Also, Tremblay & Genin (2008)
highlights presence of young children as one of the main reasons to enter entrepreneurship.
Informants who did not talk about their families, often talked about other motivating reasons
such as justice and income.
Autonomy theme gathers many important reasons which are partly explaining informants’ willingness to enter self-employment voluntarily. In this study, autonomy covers topics such as
freedom to choose one’s own projects, negotiate rates and assignments, ability to choose time
of vacation and working hours, role in the project, and commitment towards projects. Naturally,
when analyzing what these previous reasons contains in micro-level, results are overlapping
with all the other five themes which are Justice, Money, Circumstances, Learning and Technology. Deci & Ryan (2000) explain that autonomy and self-determination produce intrinsic motivation as action starts voluntarily. In the business context, a pure voluntarily decision might
not be possible as individuals’ need to earn the money to survive, and therefore one can argue
that this is an extrinsically guided decision, however in this study it falls under intrinsic motivation. Autonomy as a driver behind transition to self-employment provides flexibility and freedom to informants, but it is not explanatory to researchers. Autonomy can be found in many
other studies, for example, Wulff et al. (2012) call it freedom, Dawson & Henley (2012) independence, Tremblay & Genin (2008) flexibility, ILO’s report (2017) independent career, and
OECD’s report (2016) desire to be autonomy. Another point of view is offered by Smeaton
(2003) who found that male self-employed wish to be their own bosses. In my study, this kind
of behavior is not shown directly and none of the informants talked about it. Although, autonomy is important to informants, it does not play as notable role compared to money, justice,
and circumstances themes, when answering to research question one. Author argues that in the
ICT-industry, employees already enjoy flexibility to choose, and this varies depending on the
employer.
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Justice

Procedural justice

Motivation behind software
professional's transition to selfemployment

Market demand

Financial independence
Money
Aim to be rich

Exploit heated market

Autonomy

Freedom to choose

Circumstances

Family-related reasons

Figure 9 Factors behind transition to self-employment

Above, Figure 9, summarizes the main reasons which explain Finnish software developers’
willingness to enter self-employment in the Southern Finland. These are divided into four categories based on the themes presented in the Chapter 6 Findings. Justice theme covers for example the perception of fairness of how financial and non-financial incentives are put in place
in the previous company where individual left to be entrepreneur, and procedural justice concerning money distribution from the customers to the employees. These are under “transparency” sub-theme, however, for clarification term procedural justice is used in the figure. Money
theme includes heated ICT-market situation, and ability to make better income as entrepreneur
compared to standard employee. Market demand refers to those informants who started their
business because of their previous employer asked them to, or they got an invitation from tech
talent agency. Financial independence is a sub-theme, and sub-theme “income” is divided into
two categories; aim to be rich or exploiting the heated market. Circumstances theme contains
mainly the sub-theme family-related factors. In the sub-question one, what motivates individual
as entrepreneur, other sub-themes of circumstances are very important for freelancer, however,
they do not directly play a role as a transition reason. Lastly, autonomy theme implies a freedom
to choose own projects and all the other factors related to that selection. Therefore, sub-theme
“independence” is not used, even though freedom is handled under that in the findings section.
All of the respondents that took part of this research process mention one or more of the above
reasons to be a driver for their entrepreneurial journey.
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7.2 Individual factors increase satisfaction and wellbeing
Informants appreciated fair leadership, and a good project manager or product owner from the
customer side, these findings fall under the Justice theme. Most of them value meaningful, even
sustainable, IT-projects over maintenance projects and this could affect to the salary request
(lower request if project is interesting and long enough and has high user amount). Maintenance
project means that primary role at the customer is not to create new, rather, it is to keep old,
existing IT-system running. Maslow Hierarchy of Needs’ highest level is self-actualization including social responsibility and personal growth. Under the theme Justice in the findings section, it is explained how IT-freelancers value corporate social responsibility, ethics and customer’s business area’s responsibility and greater meaning to the society. This is an original
finding not founded from previous literature of IT entrepreneurship. Informants value especially well-being staff, and meaningful impact through their code. In addition, they raise gambling, tobacco, climate-destroying projects, guns, and adult entertainment as a demotivator factors. This topic is partly covered in the Learning theme as well, while some of the informants’
wish to work on business-critical projects which solve a real problem and are not just websites.
Nonmonetary motives are likely to be notably important for social entrepreneurs, notified Austin et al. (2006) and Kirkwood & Walton (2010) in their research (see Dawson & Henley, 2012,
p. 702). Significance of work was also highlighted in Styhre’s (2019, p. 130) research, where
he investigated academic entrepreneurs, and results indicate that informants’ contribution to the
better life science innovations in health care creates more meaningful learning opportunities for
them, compared to if they would contribute as university employees, for instance, in the car
industry. Van Stel et al. (2015, p. 59) found that Northern European countries, including Finland, offer green products and services. They call this green entrepreneurship.

In this study, Circumstances theme includes family-related factors, local or international location of the project, length of the project and requirements to either work remotely or fully onsite
at the customer’s premises, and these may affect to informants’ work-life balance. All of these
abovementioned factors are also connected to flexibility (falls under Autonomy- theme) as individuals appreciate opportunity to impact on these. Software entrepreneurs’ value close location (less than 30 minutes by public transport) of their home or remote work. In the Maslow’s
Hierarchy of Needs’ second level (Security needs) work-life balance is mentioned. Autonomy
itself is important factor for many informants, as they enjoy the freedom which comes with
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entrepreneurship. Freelancer can decide what kind of project he will choose, what is the role
for him in the project, how much he will utilize his skillset and learn new, and what is the impact
of his work to the company. Informants use words such as autonomy, independence, flexibility,
commitment, and freedom. Few of the freelancers explain how their previous career path was
more vertical, and eventually, they were too far from the coding itself and more focused on the
managerial tasks, which was not inspiring. Therefore, freelancing path offered them a way to
focus on coding and choose projects suitable for themselves.
Many of the informants explained the importance of small effective team. One significant
source of motivation to informants was a minimal bureaucracy, and this was linked in the size
of their customer or previous experiences at employer, as larger enterprises have difficult internal processes. Unfortunately, some freelancers felt that it was more difficult to get access as a
contractor to smaller companies due to their requested rates. Willingness to be part of highly
qualified team is similar to Styhre (2019) findings where focus group was academic entrepreneurs. Software entrepreneurs are solo self-employed who look for community where belong
to. Informants’ explained for example that in a team one can understand a bigger picture from
other’s point of view (e.g. if one is coding back-end, another front-end, they communicate), one
can receive peer support, and humor and good atmosphere are important. Importance of teamwork falls under Circumstances theme as it affects to the general satisfaction towards project.
In addition, it intersects with Learning-theme as one can learn more in a team than alone. In
general, software developer can either focus on specific technology during his career, part of
the software development phase or be a full-stack developer. These informants who classified
themselves as full-stack developers were primarily more enthusiastic about teamwork and versatility in their job. Jensen (2007) explains that people value trust and opportunities for development.
Findings around Technology and Learning themes support the findings of Herzberg & Mausner
(1967) job enrichment and job enlargement. Informants explain their desire to receive variety
of challenging tasks, which require learning new skills. Every new technological tool freelancer
obtains increases their personal value on the market. Informants were more motivated when
they could utilize their chosen technologies and tools in the customer’s project, and partly learning new (80 % / 20 % rule). In addition, Herzberg’s Two Factor theory classifies achievement
and work itself to the motivators box. In the software context work itself refers to used technologies and tools and the problem-solving around the complex business problem. Informants’
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explained how important it is for them to make useful products, which have a lot of users, are
public or open source, have real need or customers, and are not made with legacy tools, rather
they can choose modern technologies. These aforementioned are part of the Technology theme.
SW entrepreneurs look for projects where they can develop their missing skills.
Learning theme covers willingness to make projects with completely new technologies, start
projects from the scratch (e.g. MVP, pivoting), and working with experienced senior software
developer colleagues. Most of the informants explained enthusiastically of their personal hobby
projects, where they have solved an own problem for fun, or a specific business-oriented problem which could be sold. Some of the freelancers dream of establishing a product start-up later
on. Informants explained their desire to hire their own employees and establish a growth business. These are called growth freelancers in the theory. However, informants worried of the
possibility of wrong hire and regulations of hiring and firing, which is similarly argued by Millán et al. (2015, p. 154) as a hindrance to hire employees. Informants considered the possibility
of finding other freelancers and creating a consortium or as Barley & Kunda (2006, p. 52) calls
it “professional firm”. It should be noted that technical start-up and professional consulting
firms are two different topics.
Some of the informants explained why the reputation of end-customer matters to them: working
with well-known client will increase freelancers’ personal brand as it indicates sufficient skillset to co-operate with this well-known customer. This is a new information which is not directly
handled in the previous entrepreneurship literature as a motivator, even this can be seen as
Maslow’s egoistic need towards reputation and status. This falls under the Money theme, because it can bring more money to the entrepreneur.
Location can be one motivator factor, at least, when freelancer selects his next project. Many
informants explained location constraints. They wished to work nearby homes. This may be
related to Bussin et al. (2016, p. 10) findings that knowledge workers, including the information
technology sector, give a high value on work-life balance and environment. Researchers discovered how women entrepreneurs value work-life balance so they can spend more time with
family (e.g. Boden Jramabi; Anthias & Mehta, 2003; Holmes et al., 1997, see Tremblay &
Genin, 2008, p. 164), yet researchers have not confirmed those similar reasons for men. In my
study, approximately every fifth of the informants expressed their willingness to work nearby
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home because of family reasons. Moreover, Tremblay & Genin found that almost one respondent out of four has declined a project contract because of their family responsibilities (2008, p.
174). Summary of these motivating factors to the sub-research question 1 is in the Appendix 3.

7.3 Demotivating factors and differences to standard employment
What decreases the freelancer’s motivation? De-motivating factors have to be analyzed, alongside those positive starting reasons. A real problem for many freelancers is a lack of career
development because they change workplaces so often after each contract ends. Some informants have career goals and they rely on networks and talent agencies to fulfill these. However,
freelancers faced a constraint of becoming for example a lead developer or architect as external
contractors, because many of these responsible roles are reserved to client’s internal personnel
as business-critical positions. According to the author’s field notes, by outsourcing sales activities to talent agencies, freelancers also gave up part of their power to decide of their career
progressions, money, and autonomy. However, some informants explained that they are pleased
to outsource selling to someone else as they have outsourced bookkeeping as well. One individual calculated that his personal project management costs are 20 % from billing rate, and it
was reasonable to pay someone a 15 % if they do the administrative work, including sales, for
him. Common negative side in entrepreneurship for many informants was how difficult it is to
be in control of career progression in general. This claim is supported by OECD’s report from
2016 (p. 3), and ILO’s report (2017, p. 33), where only 36 % of respondents operating as dependent self-employed felt that their job offers a good prospect for career advancement. It is
worth noticing, that some of the informants in this study have achieved their career goals while
being entrepreneurs, and it is not impossible.
These above-mentioned notes are part of the Missing out theme, which includes for example
career management, feedback from their work, visibility to future technologies, community to
belong to, annual rhythm and lack of continuous projects. These arises from discussions with
informants and reflect how solo self-employment differs from standard employment. Few publications have found similar results, which are either demotivators or general differences entrepreneurs deal with. For example, Meager (2015) found out that self-employed are slightly less
satisfied with job security compared to regular employees, and Tremblay & Genin (2008) list
long working hours including administrative work task as one of the disadvantages of self-
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employment. Shane et al. (2003) claimed that entrepreneurs tend to have a need for achievement, (see McClelland’s Achievement Theory, 1961) and this occurs for example a need to
achieve set goals, receive regular feedback and recognition, and a tendency to work alone.
Feedback can be understood in many ways. It should be noted that in this particular context,
lack of feedback refers to human feedback. In contrast to human feedback, Sinicki (2019, p. 81)
emphasizes how coding involves lots of immediate feedback; when you test the program, make
a few changes, and then test again. In addition to this study’s findings, Bassin et al. (2016, p.
10) found a support for their hypothesis between time and short-term incentives that people
working in ICT-sector value immediate feedback.
Visibility into future tech skills is challenging when working independently. Barley & Kunda
(2006, p. 50) pointed out how independent consultants chose a promising technology rising on
the market and later noticed market trends had changed. Entrepreneurs had a high level of selfefficacy and understanding what skills and weaknesses they have; however, they did not have
visibility to what kind of skills were popular in the market. Job projects were the primary source
of stay up-to-date, and this led to sequences of contracts allowing freelancers to acquire new
skills (Barley & Kunda, 2006, p. 52). Lack of professional experience means no access to certain types of projects. Furthermore, project-based learning is applied by working on meaningful
side projects to collect more skills (Sinicki, 2019, p. 25). This is a way for an independent
professional to showcase his learning to tap into projects with new technology. Many informants mentioned how they have a hobby-project in their free-time, where they utilize new technologies or keep updated with other technologies which are not currently used in their primary
paid customer project. In this side-project they could also follow intrinsic desires to use chosen
tools and technologies. Some informants complained how situations in their private life (e.g.
small children) prevent them from doing these side-projects, and therefore, their ability to keep
up with latest technologies was not sufficient enough. In addition to previous, almost all of the
informants disliked legacy technologies and tools and most of the informants disliked projects
which are in the maintenance phase. Informants voluntarily elaborated on their weaknesses,
such as lacking sales- or negotiation- skills.
Freelancers who just started their independent consulting career path were tightly linked with
their previous employers, as they were alumnus of their previous company or even still working
there as independent contractor. Therefore, they were able to join to parties and social gatherings of their former team members, and these were paid by their previous employer. Later on,
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after years passed by freelancers lost their connection to certain teams in specific companies
they used to work for and started to be more separate individuals operating as external contractors for multiple companies. Some informants were never part of work community, rather they
have been solo self-employed their whole career as external software developers. In this solo
phase most of informants explained that they are lacking a community and suffer from isolation
from professional social circles. As a business of one they often lack the stable social network
due to changing projects in different enterprises or in the public sector. Also, Delage (2002)
found isolation as a disadvantage of self-employment (see Tremblay & Genin, 2008, p. 164).
In the Self-Determination theory Ryan & Deci (2000) express the importance of relatedness
and our desire of relationships to fully reach our motivation potential.
Software entrepreneurs face the contradiction of “lack of talents” and “no project opportunities”, which means that freelancers are constantly offered by talent agencies or consulting firms
to end-customers, but those project requests are not realized. Sometimes freelancer has no open
job opportunities, even media is claiming there is a shortage of talents. This is derived from
different technical needs, what market requires and what professional is capable to perform.
This will decrease job security and safety, as noted by OECD’s report (2016); non-standard
jobs face greater insecurity. Demotivators include unstable employment conditions because
contract may end by the end of quarter year or not. In this study, informants explained how
difficult it is to receive an information for example in May, whether the gig continues after
June, when contract is supposed to end. Therefore, freelancers have to be constantly open for
new job opportunities and look for new gigs if current end-customer will not continue the contract. My interview questionnaire nor discussions did not include a specific question of informants’ financial capital before entering into self-employment, however, after analyzing literature,
this standpoint would have been important to research. Montgomery, Johnson, and Faisal
(2005) suggest that financial situation is a key element to establish a business and keep it running (see Tremblay & Genin, 2008, p. 163). Therefore, informants’ financial capability cannot
be analyzed as a demotivator. In the Maslow’s hierarchy of needs work-contract is in the lowest
level part of physiological needs. Contractors are competitors applying for the same jobs.
Unemployment (no projects) or bankruptcy are also possible for entrepreneurs. In Finland entrepreneurs are entitled to sickness benefits and unemployment benefits based on their paid
pensions. Situation varies enormously within EU-28 countries (ILO, 2017, p. 12). Meager
(2015, p. 44) study supports this fact of self-employed being slightly less satisfied with job
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security compared to standard employees. Åstebro et al. (2013) claim in their study of academic
entrepreneurs that wage premium compared to standard employment at the university does not
cover the long-term risks that need to be compensated as “risk premium” (see Styhre, 2019, p.
126). It is interesting that unemployment, or job security, is a demotivator instead of motivator,
as presented in the Unemployment Push Theory (see e.g. Smeaton, 2003). This finding is consistent with Herzberg (1968) hygiene factor classification, where absence of job security will
increase general dissatisfaction. It should be noted that none of the informants claimed that they
are afraid of bankruptcy, and this reflects the current market situation in the time of the field
work.
Justice in the findings refers also to the intermediaries, such as talent agencies or consulting
companies. This finding is original in entrepreneurship literature. Finnish software developers
felt that middleman should bring a value to their business in one way or another. They are
demotivated of long billing periods, silence of their agency and lack of support when it is
needed. In addition, some intermediaries tried to push prices down and did not show calculations of how many percentages intermediary is taking from the pay rate. There is a communication gap between clients(end-customer), talent agency and freelancer. The opinions of the
participants are sharply divided into those who only care about money and those who have
''already seen everything'' and want sustainable development projects and meaningfulness. As
noted in the Chapter 6.4. informants who value sustainable projects and companies, dislike
gambling, tobacco, climate-destroying projects, guns, and adult entertainment industries.
There are major obstacles between self-employed consultants and end-customer’s bureaucracy,
which is part of the Circumstances theme. Informants mentioned for example VPN problems,
lack of flexibility, long decision-making, lower ability to innovate, strict rules compared to
standard employees, information silos, corporate atmosphere, coding has to be done with specific type of laptop and so forth. Bureaucracy was a major demotivating factor, which was
mentioned every second time in the interviews. This finding is significant while it is not addressed in other entrepreneurship studies related to ICT professionals. Albeit, this finding is in
line with Herzberg Two Factor theory, where company policy is one of the hygiene factors. In
this study, many of the freelancers pointed out that they cannot afford to make a direct contract
between them and larger end-customers because there can be even 2 M€ contractual liability
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for damages if something goes wrong during the work order. Another reason was that the purchasing department prefers to decide with larger consulting companies over multiple individual
freelancers.
Circumstances topic includes also practices utilized by the team, such as Agile and Scrum,
which can have a negative impact on the individuals’ motivation if these do not exist or are put
in practice wrong. Location can be one motivator factor, at least, if individual is not free to
choose place. Another demotivator is unnecessary meetings during the project, which differs
from communication overhead (Sinicki, 2019, p. 101) which means those calls, emails and
other ways of communicating to get the job project, unfortunately, hours spent on communication overhead are not billable. Later, during the billable project, freelancers have casual meetings, emails, calls and other activities which are away from the productive coding. Informants
wish to have a power to make decisions within the software team, instead of getting orders from
business-oriented professionals who do not understand the logic of coding. In addition, informants dislike micro-management as they desire higher level of flexibility in their work. Some of
the informants referred timecards and working hours supervising to micro-management, and
technically, this leads to a question whether the end-customer requiring freelancer to stamp
their hours really gives up on their control. Are these independent contractors handled as employees in some companies? Is the reason equal treatment of all personnel, including externals,
or is it a way to supervise billed hours? Informants did not feel pressure to remain active outside
of working hours, thanks to Finnish society and general rules. On the other hand, Kalleberg et
al. (1999, p. 7) highlights that independency is a legal criterion for independent contractor,
otherwise, they would be standard employees in front of the law. Conversely, passion and work
engagement can also have a negative impact on freelancers. Informants’ told how they were
suffering from burnouts. Also, Sinicki (2019, p. 84) pays attention to software developers' tendency to solve problems better when off-duty or on a break from the task at hand.
Results indicate that there is no homogenous answer to this question. The primary findings are
partly consistent with Barley & Kunda (2006) and Burke (2015) research findings, which suggest that freelancers have issues of finding clients, ensuring long-term security, and maintaining
expertise. In this study, freelancers do not suffer from finding clients, rather it is a problem of
meeting the technical needs what customer is looking for on the right time. Summary of demotivating factors and answer to the sub-research question 2 is in the Appendix 3.
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8. CONCLUSION
Growing number of software entrepreneurs is a global trend, and this is not limited to individuals’ seeking breakthrough innovations, but also to those traditional software developers coding
web and mobile apps in the public and private industries. To examine the phenomenon, this
study utilized primary data from current software developer freelancers (i.e. interviews), researcher’s observations and field notes, and secondary data from literature reviews and official
reports. The primary aim of this research was to examine why focus group’s freelancers have
shifted from standard employment to self-employment, and perceive the factors associated with
their motivation and demotivation in work context.
Answer to main research question, reason to enter freelancing, intends to summarize key findings which have been in common for all participants, meaning that one or more of the following
reasons are mentioned by informants. Reasons are following; high market demand and capability to exploit shortage of software talents (higher prices), almost three times better income as
entrepreneur, perception of unfairness towards processes and unfair incentive systems in their
previous workplace as employees, and family-related reasons to start own business and be in
control of projects. These are summarized in the Figure 7 (Chapter 7.1.)
Sub-question one concerns all those individual factors which increase freelancers’ motivation.
These include for example technology itself, modern tools, money and income, minimal bureaucracy and small teams, ability to choose features of the project (location, length, etc.), learning new in highly qualified team, ethical projects, and variety of challenging tasks. These are
presented in Chapter 6 and later on summarized in the Appendix 3.
Technology itself is one motivator for software entrepreneur, however, if business-oriented
customer thinks that an existing technology would be interesting to the developer he might be
wrong. In the software developer’s mind existing technologies used in corporate’s internal software might be legacy tools, and therefore, they are demotivating compared to the new and not
yet utilized technologies.
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And finally, sub-question two considers the negative factors related to this new form of employment and individual factors which decrease freelancer’s motivation. One major demotivator is customer’s bureaucracy, while it makes freelancer’s job more difficult at the customer
premises or when working remotely. Bureaucracy was mentioned many times together with
size of the company and size of the team, and freelancer dislikes larger companies. On the
contrary, larger enterprises pay better rates and utilize external contractors more than small
companies. Informants mentioned that they require transparency to the supply chain (intermediaries), as it can be unfair process. Visibility to future tech needs is very low, and freelancer
has to improve his curriculum by doing hobby-projects on his free time, to keep up to date in
the technological development.
Robust examinee group offered a wide variety of different viewpoints, and author embedded
herself in the field, which gave in-depth insight which can be seen in the results. It should be
noted that this ethnographic research is made in the Helsinki Metropolitan Area, and therefore,
it might affect to the research results. So, while the data and nature of research methodology in
this paper differ substantially from other research articles on self-employment and motivation,
the results found are broadly consistent with motivation theories such as two-factor theory, selfdetermination theory, and procedural justice theory. This study was created by researchers’ own
interest towards the topic, and it offers informative and insightful viewpoints to freelancing.
Lastly, this study provides a foundation for future research to discover connections between
motivation and independent (Finnish) IT professionals.

8.1 Theoretical implications
This thesis contributes to academic discussions in entrepreneurship literature by exploring the
factors behind self-employment in the software industry. Individuals want to feel the importance of their own work and effort and want to be treated fairly. This is of great importance
to the workplace atmosphere, job motivation and job performance. And this research provides
a theoretical contribution that this kind of human need does not disappear when a person shifts
from standard employee to non-standard employee, such as freelancer, external contractor, and
entrepreneur. Demanding work requires personal resources such as motivation. The research
raises questions about how motivation could be affected. Results suggest compensation and
benefits systems and company policies may cause individuals’ feeling of procedural justice and
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shift to self-employment in highly knowledge-intensive industry such as ICT-industry. In addition, software developers’ value ethical projects and meaningful business purposes, after all,
they are the ones who build new digital economy. These are factors that are not mentioned in
previous studies.
Second, steady with a significant part of the prior literature, software developers are in high
demand on the market, and there are not sufficient number of professional coders. This led to a
situation where individuals decide to exploit heated market and make money while they can.
Later, if needed, they can shift back to standard employment or establish a growth consulting
company or product start-up.
Freelancers dislike job security in their new form of employment, as contracts are made mechanically by purchasing departments or intermediaries, and independent freelancer will not
receive information of his project early enough and starts to look for another project just in
case. Burke (2015, p. 47) also highlights that freelancers are less happy with employer stability
than workers. These findings may be useful when analyzing a company's turnover and exit
reasons. As noted in Fitz-enz’s (2000, p. 33) book, primary costs of human capital include pay
and benefit costs for employees, costs of contracting or replacement, the costs of absenteeism,
and the cost of turnover. In my view, if employees are treated fairly, the latter three cost types
could be reduced. This can put a pressure on the human resource department to handle employee relations and create value propositions for external consultants too. HR processes cannot
be too siloed, rather, they should contain a streamlined strategy on how to handle external contractors. Syrett (2015, p. 63) discovered two approaches which companies are using to retain
their talent who ponder entrepreneurship. Firstly, young entrepreneurs establish start-ups and
corporates buy part from those to obtain know-how. Secondly, enterprises operate alumni
schemes where employees, who are leaving the company, are encouraged to create spin-off
companies and collaborative ventures with enterprises.
Freelancing can be a creative mode of self-employment (Baitenizov et al., 2019), where individual is able to fulfill his/her dream of being entrepreneur in many ways. On the market, there
are opportunities to choose from, such as light entrepreneur and growth entrepreneur. When
freelancer is responsible of his/her own career, he/she can decide whether to focus on coding
or have a time off with his family.
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8.2 Managerial implications
The IT industry has had an excellent growth curve in terms of employment. Generally, freelancers earn more than regular employees in the consulting business. Quality is expensive; however, labor shortage increases these prices even higher. Megatrends require digitalization.
Based on findings, it is recommended to open up a discussion in the ICT consulting company
of their internal incentive system and explain to the personnel how money is distributed to
individuals (e.g. income, benefits, non-monetary benefits) and where rest of the money goes
(e.g. rent, bookkeeping). This could bring a healthy discussion among standard employees and
avoid perception of unfairness or ill talking behind managers. Pay transparency can result in
challenges, for instance, interpersonal conflicts among coworkers (Smit & Montag-Smit, 2018,
p. 18), on the other hand, it may decrease the amount of individuals’ exiting while they know
their value and can compare this information to their social status among co-workers. This is
something that should be covered already in the orientation of new employee, so everyone has
the same know-how of company’s internal remuneration policies. Another perspective to this
sharing of information is that some of the employees have no idea how the business cost structure is built, and therefore, there might be misunderstandings of how much money the owners
or executive managers are gaining compared to lower level employees. For example, if ITconsultant is worth of 88 euros per hour, how much of this amount will be pure profit. On the
other hand, some informants established their business to be able to earn more and they did not
enjoy or need most of the extra benefits their previous employer offered to them. Therefore, it
would make sense to personalize some of the company’s benefits and compensation packages
to fit better to individuals’ needs at certain life phase.
Freelancers had a high level of payroll information and felt unfairness towards their previous
monthly salary as employees. In the interviews, informants did not mention pension plans or
health care systems, even when these two are a very crucial part of employees’ benefit packages. This may be an issue for society in the long run, when independent freelancers tend to
forget retirement accounts.
Do team managers know what technological tools their team members wish to use and what
new tools they are looking forward to learning? This question arises from the discussions with
freelancers, who are well aware of their skillset and very interested to see what is needed in the
market now and in the future. In addition, many freelancers explain their desire to work with
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senior software developers, and this derives from a feeling that all their productive working
time is spent helping junior developers in their job. Talent agencies have their own pool of
external freelancers, but do they know what freelancers’ value and how they are motivated?
Can agencies offer services which complete transmitting project opportunities? Results of this
study will offer suggestions to these questions. As Herzberg stated, management must ensure
that hygiene factors are met.
For policy makers, suggestion is to take further look on how independent software developers
are treated at the customer, do they fulfill the definition of independent contractor or are they
actually supervised by customer as standard employees? And to analyze, whether freelancing
is a recent trend or permanent phenomenon structuring of employment. Are there employment
barriers made by government, HR, or other corporate functions to prevent external workforce?
In the end, satisfied customers care about the results. Good results derive from wellbeing staff,
either internal or external. Freelancers can add value by creating more ideas to the business they
work for, due to their background from multiple consulting projects. It is beneficial to ensure
successful transitions between consultants, no matter what kind of employment contract (e.g.
freelancer, regular) they have.

8.3 Limitations of the study and suggestions for future research
Since the sample consists of software developers within Southern Finland’s area, findings may
not be generalizable to other industries or geographical contexts. Qualitative research approach
leads to limitations in comparing or finding similarities in the different sectors. Results are describing rather than explanatory or exploratory.
Based on the findings of this study, it could be interesting to further study topics related to
Justice theme and their relationships between IT freelancers from different backgrounds such
as age, time spent in the IT industry, family circumstances, global or Finnish market experiences and so forth.
Furthermore, the same sample group could be followed as longitudinal research to find out
whether they stayed as entrepreneurs, moved towards growth entrepreneurship by hiring employees or are part of professional firms, or transferred backwards into standard employees. It
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would be interesting to compare the results of this study to different eras, for example, during
the recession to examine whether informants kept working as programmers even in the absence
of high rewards. In the future studies, study among IT freelancers should include their opinion
of their working hours now as an entrepreneur compared to previous standard employment,
whilst many journals related to disadvantages of entrepreneurship claim that entrepreneurs are
working more and longer than standard employees.
It would be interesting to investigate whether freelancers are valuing a certain hierarchy of
needs higher in different economic cycles such as economic depression. Reasons of self-employment in the software industry could be compared to the unemployment push theory and
prosperity pull theory and include parental background in the questions asked from informants.
In addition, differences between women software developers and men should be investigated
by collecting broader data.
Another point of view for future studies includes independent IT-contractors or software developers and their perception of bureaucracy. Based on this study, bureaucracy refers to size of the
company, micromanagement, and internal processes. It could be interesting to compare companies where software developers do not feel negative bureaucracy and a counterpart where
this feeling exist and find a reason behind it and how it affects to the motivation or even the
revenue of the company.
Finally, future research could explore whether openness of salaries is affecting to entrepreneurship motives. After reviewing literature, I discovered that there might be an undiscovered connection between software developers’ intention to enter self-employment; the relationship of
Finnish Incomes Register, public’s opinions of software entrepreneurs’ salaries, and reason to
change career direction from employee to entrepreneur. It should be noted how Finnish law
allows individuals’ to find out their colleagues’ or managers’ annual earnings, and this left me
wondering whether these freelancers knew what could be the potential earning as senior software developer if they would stayed in the company (comparison to senior colleague’s salary)
or if they would establish their own consulting company (comparison to owner’s salary). Obviously, one cannot claim the existence of this thought because it is not researched in this
study’s interviews. Financial background before entering to self-employment is one of the factors which should be included in the next study to collect data of their risk appetite.
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APPENDICES

Appendix 1: Thematizing super-themes and sub-themes
This Excel document represent the thematic analysis phases, part of ethnographic research process. This is a raw data.

116

117

118

Appendix 2: Rewarding methods in Finnish IT companies
Ref: Järveläinen, 2014; GPTW Integrata, 2018; Heiskanen et al., 2018; Puro, 2019; Rakettitiede, 2020; and author’s own know-how of software consulting companies. Modified from
Järveläinen, 2014, p. 87.
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Appendix 3: Summary of results to sub-question 1 and 2
Motivators (sRQ1.1):
•Justice: fair leadership, corporate responsibility,
ethical projects
•Technology: new projects (no maintenance), utilize
chosen technologies, technology itself, useful product,
lot of users, public or open source, modern tools (no
legacy tools)
•Money: reputation end-customer, money itself enables
richness and financial independence
•Circumstances: minimal bureaucracy, small effective
team, family, location, length, remote/onsite
•Learning: skilled people in a team to learn from,
versatility in the work, changes needed & variety of
challenging tasks, product problem has a real need,
creating new (MPV), hobby projects
•Autonomy: freedom to choose and select, decide the
role in the end-customer (focus on coding; no need to
be a manager/other roles)

Demotivators (sRQ1.2):
•Missing out: career development as external
consultant, lack of feedback from quality of the work,
visibility to future needs and technologies, missing
professional permanent community to belong to,
annual rhythm consists of separate contracts
(sequences of contracts), constantly on the look for
next project if previous is about to end, contradiction
of ‘’lack of talents’’ and ‘’no project opportunities’’,
contractual liability between freelancer and endcustomer, difficult to access to smaller firms
•Learning: have to learn needed skills outside of
working hours (hobby projects), job projects primary
source to stay up to date
•Justice: transparency related to continuity of contracts
does not actualize, honest and transparent
intermediaries are not that common, dislike of
unethical industries and software development projects
•Circumstances: too much bureaucracy at the endcustomer as an external consultant, practices
(Agile/Scrum) should be in place, micromanaging,
unnecessary meetings, location constrains (work
should be nearby home or remote)
•Autonomy: pressure to succeed and high level of
commitment can lead to burnouts
•Technology: no maintenance projects, no legacy tools

