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ABSTRACT

Small, independent food retailers in Finland are trying to adapt their business
models to cope with the current COVID-19 crisis. This thesis aims to explore
the topic in detail and present up-to-date evidence to aid these small busi-
nesses' decision-making process and help them pivot in the right direction.

A mixed methods research design was chosen to conduct the study and
answer the main research question: What business model changes are
essential for Finnish small food retailers to survive the ongoing COVID-19
crisis or future pandemics? Firstly, qualitative data were collected by
interviewing ten business owners to understand their response to the COVID-
19 crisis and explore how they modified their business models. Secondly,
quantitative research was conducted by surveying 102 customers that
typically buy from these businesses to evaluate their behavior and
engagement during the pandemic.

From a business model standpoint, the findings showed that the pandemic
has changed primarily how businesses reach and communicate with their
customers. Digitalization drives the major changes and is responsible for the
loss of importance of traditional channels like, for example, the brick-and-
mortar store. Further, the pandemic and consequent shift to digitalization can
also bring changes to the cost structure, provide new revenue streams, or
even uncover a new customer base. The findings also revealed that
entrepreneurs had some good ideas to tackle the crisis, but these were poorly
executed in many cases. The results were also crucial to understanding the
importance of adequate strategic planning in a fast-changing business
landscape.

Based on the research findings, a series of recommendations are developed.
As a whole, the recommendations provide a comprehensive look at the spe-
cific business model adjustments necessary to master the pivot and thrive
during a pandemic, thus providing the real answer to the research question.
Nonetheless, the essential business model changes are different for each
company—each business owner must look at the recommendations and de-
cide which ones fit better their situation, strategy, or goals.

Key words: COVID-19, food retail industry, business model pivots, strategic
planning, digitalization
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1 INTRODUCTION

On 16 March 2020, the Finnish government, in cooperation with the President of
the Republic, declared the state of emergency in Finland over coronavirus out-
break (Finnish government, 2020). During the time that the state of emergency
lasted until 16 June, the government adopted a series of measures with enormous
social and economic impact. These measures included the closure of schools, uni-
versities, restaurants, pubs, or limiting public gathering to no more than ten per-
sons (YLE, 2020). While these actions were not as draconian as those taken in
countries where stay-at-home order was enforced, their impact on Finnish society

and economy was equally challenging.

This thesis aims to understand the impact of the COVID-19 crisis on the food retail
industry in Finland, specifically on small independent retailers. The research ex-
amines how these companies coped with the pandemic during the state of emer-
gency and how entrepreneurs pivoted their businesses to make it work. The study
also explores the consumers' angle and how the response of small food retailers
to the crisis and the different measures implemented resonated with them. By tak-
ing this dual approach, the final goal is to produce a series of recommendations for
small retailers to improve their business performance in the event of a second wave
of COVID-19 or during other pandemics that might require similar control

measures.

History has proven that the companies most likely to emerge from a volatile market
are those that embrace a willingness to adapt (Panebianco, 2020). However, it can
be quite challenging to quickly adapt to an entirely new business environment with-
out a clear fact-based strategy. At the time this thesis is produced, the lack of cur-
rent studies on the topic makes it impossible for small retailers to adhere to or
develop an evidence-based action plan to tackle pandemics like COVID-19. Con-
sequently, this research strives to fill that evidence gap by collecting and analyzing
pertinent data relevant to the issue at hand. The long-term socioeconomic costs of
the coronavirus pandemic and their ultimate impact on the small food retailers are
impossible to predict. It is also impossible to know how the consumers and econ-
omy will respond in the event of a second wave of infections; it is uncharted terri-
tory. However, it is possible to analyze what different strategies have been working
and why and utilize the findings to help these small businesses be prepared should

they face similar circumstances in the future.



Therefore, by creating recommendations, this thesis attempts to serve as a crisis
handbook for small food retailers on business preparedness and response to pan-
demics like COVID-19. Additionally, it can also support business model innovation
in what has been defined as the new normal in the post-COVID-19 world. Although
it is unclear if the changes observed in consumer behavior will be permanent in the
new normal, it is a fact that business as usual is not an option anymore. Small
retailers need to pivot their business models, and this research aims to help them

do it in the right direction.

1.1 Reasons for Choosing the Topic

The author of this thesis owns a small specialty store in the Old Market Hall in
Helsinki, and his business has been directly affected by the COVID-19 crisis. To
be an entrepreneur requires a special combination of boldness and humility (Greit-
ens, 2015). Boldness to venture to try new things and humility to accept failure and
learn from it. Also, there is no doubt that resilience is at the heart of every excep-
tional entrepreneur (Beckley, 2019). Now the pandemic is testing that resilience
even further, pushing many entrepreneurs to manage change under unprece-
dented circumstances. Studying and making sense of how similar businesses are
precisely managing these changes and tackling the crisis will help many entrepre-

neurs, the researcher himself, redirect their focus to head in the right direction.

Although it could be argued that the close involvement of the researcher with the
topic can be a potential source of bias, the researcher's background and experi-
ence also pose a great advantage for interpreting the research data and uncover-
ing hidden insights. The timing for conducting this research is also excellent as the
crisis is still unfolding. Getting timely feedback on the topic and current data could
prepare these businesses to jump head-first into work whether the current situation

does not improve, or it repeats itself in the future.

1.2 Research Questions, Objectives and Scope

This thesis's main objective is to produce a series of recommendations for Finn-
ish small food retailers to cope with COVID-19 if the situation does not improve or

in the event of a second wave of infections. Similarly, these recommendations



can be useful during other pandemics or under similar circumstances in which the

population is under containment measures or lockdown.

The researcher will arrive at these recommendations by looking at how food retail-
ers operated during the first COVID-19 wave, which took place between March and
May 2020. The study also wants to determine whether these businesses are still
doing something different today, despite the fact that pandemic activity appears to
have decreased considerably. The research covers only small food retail busi-
nesses with a maximum of ten employees, which can also be referred to as micro-
businesses or micro-enterprises (Statistics Finland, 2020). Small K-retailers, which
are generally run by independent entrepreneurs, were left out of the study. The
decision to leave out K-retailers was made because of consumers' likely biased
perception toward the K-retailer group regardless of the store's size. Besides, alt-
hough small K-retailers have certain freedom when operating their stores, they all
need to adhere to several ground rules (Kesko, 2020). These rules eventually Kkill
the entrepreneurial spirit and restrict the ability to cultivate innovative ideas, which

is one of the main points of research in this thesis.

The competitive nature of entrepreneurs also makes studying their behavior and
actions more challenging. Begley and Boyd (1987) defined the psychological char-
acteristics associated with entrepreneurs as a need for achievement, locus of con-
trol, risk-taking propensity, tolerance of ambiguity, and Type A behavior. Type A
individuals tend to be very competitive and self-critical and experience a constant
sense of urgency (McLeod, 2017). The persistent need for success can make
some entrepreneurs hide their failures, which could render the whole data collec-
tion effort fruitless. This thesis strives to elucidate what specific actions are working
and how entrepreneurs are coping with the crisis, and the data collected needs to

be a faithful reflection of that.

In order to tackle this issue and verify the findings and results, the research also
includes data from consumers that normally grocery-shop at small food retailers
and cross-checks it with the data obtained from entrepreneurs and business own-
ers. The basic idea behind this or the rationale for using this approach is that one
can be more confident and increase the credibility and validity of the findings when
different methods yield the same results (Naeem, 2019). Looking at the same facts
from a business owner's and a customer's perspective will shed light on the issue
at hand, as the entrepreneur can explain what specific actions worked or are work-

ing. However, it is the consumer that can explain why they resonated with the target



audience. Cross-checking these data will help eliminate threats to the validity of

the research.

To achieve the objective of the thesis, the main research question and

subquestions to be answered are:

Main research question:

What business model changes are essential for Finnish small food retailers to

survive the ongoing COVID-19 crisis or future pandemics?
Sub questions:

1. What are the short term implications of the COVID-19 pandemic on small

food retailers in Finland?

2. What actions and measures, if any, small food retailers took during the first
COVID-19 wave?

3. Did these actions increase consumer engagement in any way? And why?

1.3 Research Approach

A mixed methods research design is therefore chosen to conduct the study, inte-
grating qualitative data from business owners and quantitative data from their cus-
tomers. The reason for choosing this approach was explained in the section above.
Mixed methods should be used when one approach (quantitative or qualitative) is
insufficient, and both approaches combined can lead to a better understanding of

the research purpose (Plano Clark & V. lvankova, 2016).

Firstly, qualitative data is collected in the form of interviews with entrepreneurs and
business owners to determine how they responded to the COVID-19 crisis and
whether they tried to modify their business models in any way due to the circum-
stances. The interviews also aim to clarify what actions and measures, if any, these
micro-businesses implemented or are still implementing today to improve opera-
tional performance during this time. These interviews constitute the first source of
data. The in-depth interviews are designed as semi-structured surveys with open
questions that allow for a fluid conversation about the topic. The purpose is to un-

derstand the entrepreneurs' point of view and perspective of the situation, evaluate



their response and assess how every aspect might play a role in the way they are

pivoting their businesses and try to make it work.

Secondly, quantitative research is conducted by surveying customers that normally
buy from these businesses. These surveys comprise the second source of data.
The purpose of the surveys is to look at the facts from the customers' viewpoint
and clarify why some entrepreneurs are succeeding better than others at engaging
with their customers. This second part of the research is mostly quantitative, alt-

hough the survey also included an open question in the end.

In the final stages of the study, all data are scrutinized and cross-checked, seeking
answers to the research questions. Based on the findings, which are presented in

detail in chapter four, a series of recommendations are consequently developed.



2 FOOD RETAIL INDUSTRY IN FINLAND

The following chapter provides a snapshot of the industry in the years previous to
the COVID-19 crisis, showing the evolution of the grocery trade in Finland for the
period 2015-2020. An analysis of the pre-pandemic situation of the grocery trade
will help explain small food retailers' response to the crisis. Examining statistical
data of how the industry has evolved in recent years will also provide context on
entrepreneurs' state of mind and general business mood in the pre-pandemic

world.

Therefore, this section aims to expose the realities of running a small, independent
retail business in Finland. In the following pages, the oligopoly of the Finnish food
industry is discussed in depth, together with the most relevant food trends domi-
nating the business landscape. While small food retailers have nothing in common
with big retail groups, it is essential to understand their dominance and influence
on the industry and consumer behavior—only then can the following research and

its findings make sense.

2.1 Industry Statistics and Facts

The grocery retail industry in Finland is characterized by an oligopolistic market
operated by two retail groups: S Group and K Group (Statista, 2020). As of 2019,
the S Group holds the largest market share, with 46,2 percent of Finnish grocery

retail, followed by K Group with 36,5 percent and Lidl at 9,6 percent (Picture 1).

S GROUP 46.2% EUR 8 615 million
K GROUP 36,5% EUR 6809 million
9.6 % EUR 1 797 million
3.1 % EUR 579 million
MINIMANI 0.5 % EUR 99 million
M-KETJU 0.4 % EUR 75 million

OTHER PRIVATE 3.6% EUR 672 million

Picture 1. Market share of the Finnish grocery trade groups in 2019

Source: The Finnish Grocery Trade Association (PTY)



By 2019, Lidl had acquired nearly one-tenth of the Finnish grocery retail space. In
2019 the retail of grocery sales amounted to approximately 18,6 billion euros, from
which 17,2 billion euros, or 92,3 percent of the market, were shared between the

three top market chains.

The Finnish grocery trade is characterized by the formation of chains and the cen-
tralization of procurement and logistics. The situation is similar in the other Nordic
countries; without large volumes, it is impossible to be as efficient as necessary in
vast, sparsely populated countries. (PTY, 2019.) In the case of smaller retailers,
this lack of efficiency translates typically into higher consumer prices and more
reduced product selections. This efficiency gap, which ultimately gives a competi-
tive advantage to larger chain stores, has only been widened in recent years. New
technologies and centralization of food production have made the management of
larger chains easier, and mayor players have learned to optimize their resources
even further. Moreover, the globalization of the food trade has facilitated for these
chain stores to broaden their product selection and compete with smaller chains

and privately-owned shops on every level.

600
500
400
300
200

100

2015 2016 2017 2018 2019

Figure 1. Number of small supermarkets (400-999 m2) in Finland 2015-2019

Source: The Finnish Grocery Trade Association (PTY)

An example of how large grocery store chains have learned to optimize resources
and processes is that, in 25 years, the number of market-size stores has gone
down from nearly 10,000 to approximately 3,000 stores, but selections have tripled

in 20 years (PTY, 2019). However, even though the total number of market stores



has decreased dramatically, the number of smaller supermarkets has increased
(Figure 1). Large hypermarket-type stores are obviously more efficient than smaller
ones, but smaller supermarkets in sparsely populated areas are crucial for main-
taining the food supply. Through their chains K-supermarket (K Group) and S-mar-
ket (S Group), the two main Finnish retail groups can now reach every part of the

country, more efficiently, and with very competitive prices and selections.

The globalization of the food trade also played a significant role in the arrival of the
German chain Lidl to Finland in 2002 (Statista, 2020). The arrival of Lidl has taken
the competition to the next level and is changing the rules of the grocery trade
game in Finland, making it a game of very few players. Helsingin Sanomat (2015)
did a supermarket price analysis that uncovered Lidl as the cheapest grocery re-
tailer. To analyze how competitors were coping with Lidl's entry in the Finnish gro-
cery trade, LUKE, the Natural Resources Institute of Finland (2020), carried out
another study and analyzed prices of 500 food products before and after Lidl's
entry in different locations in Finland over 11 months. Even though the results were
not as appalling as the researchers were expecting, the study did find some small
strategic responses for the specific category of national brands and one of the in-

cumbent retail chains.

As a result, for consumers, this increase in chain stores eventually translates to
lower prices and wider selections available. For specialty grocery shops and small
food retailers, these rapid changes in the marketplace are impossible for many to
match. Consumers continue seeing a decline in commaodity prices while product
selection keeps growing, which distorts the way they value food, and the way food
is produced. Consumers are also more demanding than ever before. Thanks to the
internet and the increased global travel, they are more in control and more up to
date on the latest and greatest ways to conduct business — sometimes even more

so than the companies they are doing business with (Hyken, 2016).

In Finland, the consumer typically chooses where to grocery shop based on its
product selection, the previous experience, and the location (Figure 2). However,
when a different grocery store is visited, the role of the media in leading consumers
to the store becomes significant. Discounts in general, direct marketing, and news-
paper advertising entice consumers into a new store. When talking about groceries
in general, Finnish consumers still tend to search for discounts (Laine, 2014.) Con-
sidering that product selection has tripled in the last 20 years and that the two

leading retail groups have improved their retail location strategies, it is not a



surprise that Finnish consumers tend to favor big retailers. Also, the K group and
S group are well known for their successful customer loyalty programs. In Finland,
the effectiveness of store loyalty programs is such that Lidl also launched its own
customer loyalty app in 2020 in an attempt to challenge market leaders (YLE,
2020).

THE ASSORTMENT
KNOWS WHERE TO FIND THE PRODUCTS
PREVIOUS EXPERIENCE
CLOSE TO HOME OR WORK PLACE
DISCOUNTS
GOOD PARKING FACILITIES
LOYALTY PROGRAM
SERVICE DESK FOR FISH / MEAT I
STAFF'S EXPERTISE i
OTHER SERVICES SUCH AS ALKO OR.. i
KNOWS THE STAFF i
|
:

CUSTOMERS' RECOMMENDATIONS
WORD-OF-MOUTH

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Figure 2. Factors influencing the choice of preferred grocery store

Source: Kirsi Laine. 2014. The Factors Influencing the Choice of Grocery Store among

Finnish Consumers

Finnish consumers are also very interested in buying products from their own coun-
try. A recent economic study by Finland Eats shows that almost four out of five
Finns, 78 percent, consider it important to eat domestic food. And the popularity of
domestic foods is growing. In a similar study two years ago, the result was up to
five percentage points lower (ETL, 2018.) Finns also consider that Finnish food
products are safer than those produced abroad, even when EU standards for food

safety are the same for all member states.

While the proliferation of retail chains is a global trend, it is particularly relevant in
Finland and other Nordic countries. The reason for this could be explained by two
factors: firstly, the already discussed challenge of operating in countries sparsely
populated at low volumes that favors the formation of chains. And secondly, the

food culture in these countries is relatively new and still developing. Only a small
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number of people are interested in the topics of diet and gastronomy. While food
is at the center of life in countries like Spain or ltaly, only 26 percent of Finns con-
sidered food a central part of their lifestyle in a recent study (Kesko, 2018). The
same study found that a staggering 23 percent of Finns mainly consider food as a
source of energy. With such a small percentage of the population interested in what
they eat, big grocery retailers can compete easily by focusing only on selection,

location, and price.

3500
3400
3300
3200
3100
3000
2900

2800
2015 2016 2017 2018 2019

Figure 3. Annual grocery sales (€) per resident 2015-2019

Source: The Finnish Grocery Trade Association (PTY)

The statistical data confirms this migration of consumers toward big grocery retail-
ers. The grocery sales per habitant increased in Finland from 3,000 euros in 2015
to 3,400 euros in 2019 (Figure 3). These 400 euros increase signifies a 13 percent
bump in only five years, far more than the inflation rate for the same period. This
discrepancy may be partly explained by the increase in purchases of non-food
products being sold nowadays at grocery stores. A study by the Finnish business
paper Kauppalehti (2019) found that every third Finn buys clothes from Prisma.
The study also found that the purchase of clothes at large grocery stores was a
growing trend being Prisma, Tokmanni, and Citymarket, the favorite clothing

stores.

Large retail groups have realized that consumers tend to centralize their purchases
and buy everything from the same place given the chance. This trend is global and

not only limited to Finland. However, in such an oligopolistic market as the Finnish
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grocery industry, the incumbents' dominance continues to rise. Particularly S
Group and K Group are exceptionally successful at understanding the consumers'
needs and the Finnish grocery trade. Hypermarkets like Prisma or Citymarket sell
everything at the lowest prices, making it easy for their customers to buy groceries
and other non-food products at the same time. Studies like the one carried out by
Kauppalehti in 2019 prove the strategy is working, as customers seem to be spend-

ing more in their stores.

2015 2016 2017 2018 2019

Hypermarkets Supermarkets, small

Market halls and speciality shops

Figure 4. Comparation of sales of consumer goods (€ million) by store type 2015-2019

Source: The Finnish Grocery Trade Association (PTY)

The migration of consumers toward large retail stores can also be observed by
looking at the sales of consumer goods by store type and how they have evolved
over time (Figure 4). Hypermarkets like Prisma or Citymarket have seen steady
growth over recent years. Small supermarkets like S-market or K-supermarket
have also reported increased sales. In particular, Hypermarket sales grew 15,4
percent and small supermarket sales 27,7 percent between 2015 and 2019. In
comparison, sales of smaller food retailers located in market halls and sales of
specialist shops dropped 19,6 percent from 298 to 249 million euros for the same

period.

Although this oligopolistic market structure has certain benefits for Finnish con-
sumers, the risk of losing most of small, privately-owned businesses is dangerously

rising. On the one hand, having only big retailers simplifies the grocery market for
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consumers, especially in rural, sparsely populated areas. Yet, fewer options is not
always better. Companies in an oligopolistic market tend to maintain the status
quo, and consumers may miss out on the positive effects of a competitive market.
The lack of food culture in Finland and challenging food logistics in low populated
areas are likely accelerating this transformation. So far, only the German super-
market chain Lidl has been able to steal market share from S Group and K Group.
However, not even Lidl's aggressive pricing strategy seems to be enough to en-
gage victoriously with Finnish consumers, which proves how challenging the Finn-

ish food trade is.

2.2 Small Food Retailers

As of 1 January 2020, there were 4,507 retail grocery shops in Finland (Table 1),
from which 745 were specialty stores, and 29 were market halls (PTY, 2019).
Market halls and specialized retailers are the businesses object of this thesis. Small
shops under 100 m2 refer to smaller shops from retail chains and are outside of
the scope of this research, as explained in subchapter 1.2. In 2019 the retail sales
of market halls and specialized retailers totaled 249 million euros, which equals

1,3 percent of the total revenue of the food trade.

Table 1. Number of shops by shop type and sales of consumer goods in 2019

SHOP TYPE SALES AREA / DEFINITION SHOPS SALES (million €)
Hypermarkets Citymarket, Prisma and Mini- 154 5,303
Department stores = 1,000 m2 (share of consumer 87 352

goods in all sales less than 2/3)

Supermarkets, large = 1,000 m2 (share of consumer 699 7.169
goods in all sales less than 2/3)

Supermarkets, small 400-999 m2 483 2,183

Markets, large 200-399 m2 836 2,126

Markets, small 100-199 m2 293 368

Small shops <100 m2 237 172

Specialist shops 745 220
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Market halls/direct sale 29 29

Low-shop costs, part of 353 417
grocery trade

Service station shops 591 180
Mobile shops cars and 11 3
boats

Discontinued 202 125
TOTAL 1 JANUARY 4,507 18,647

Source: The Finnish Grocery Trade Association (PTY)

The numbers show that the relevance of small food retailers in the Finnish grocery
trade is rather small. Furthermore, and as discussed in the previous subchapter,
independent, small retailers need to continually adjust to an increasingly competi-
tive market. It is this new competitive environment, and the inability for many to
adapt to it, that is slowly driving some of these companies out of business. Time-
series data (PTY, 2019) show that sales of smaller food retailers in market halls
and sales of specialist shops dropped 19,6 percent from 298 to 249 million euros
between 2015 and 2019 (Figure 5). A similar decreasing trend is observed when

looking at the total number of stores over time (Figure 6).

—o—&

o—o——o

2015 2016 2017 2018 2019

==g== Specialty stores e=e==Market halls Specialty stores + market halls

Figure 5. Consumer goods (€ million) by store type 2015-2019 (there is no separate data

for specialty stores and market halls before 2017)

Source: The Finnish Grocery Trade Association (PTY)
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Specialty stores Market halls

Figure 6. Total number of stores by store type 2015-2019

Source: The Finnish Grocery Trade Association (PTY)

Even though statistics paint a bleak picture for the future of these microbusinesses,
it is not all bad news. Recent food trends (Kesko, 2019) show that the number of
people interested in food and what they eat is growing in Finland. Consumers are
also starting to be aware of the environmental and health implications of their food
choices and are demanding more. Although supermarket chains are doing a fan-
tastic job in meeting the needs of these increasingly demanding customers, it may
not be enough to retain all of them. The trends toward sustainability and more con-
scious eating habits consequently create an opportunity for smaller retailers that
customarily emphasize high-quality and small-scale producer products. The key to
success lies in capturing those potential customers that are looking for something

new and unique, an experience.

Itis precisely the food trends based around experiences that were the most popular
in Finland in 2019, being everyday well-being and conscious consumption the most
influential for Finns. Conscious consumption has especially gained a strong posi-
tion, and its impact on everyday food choices can be considered significant (Kesko,
2019.) Finnish consumers favor local products, care about food waste, and are
ready to pay more for a product if the producer is sure to receive a bigger compen-

sation (Picture 2).
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Picture 2. Finnish food trends in 2019

Source: Kesko Food trends report 2019

From the Food trends 2019 report, it is also clear that trends that emphasize high-
quality, locally produced products are on the rise. Many of these trends also lead
to the smaller-is-better philosophy, giving small food retailers a window of oppor-
tunity to consolidate their position in the market. While the market share may be
small, some of these small independent stores can thrive and be tremendously
successful. Small stores may not be able to compete with large retail giants in
terms of volume, price, or logistics, but they can provide their customers with a

tailored customer service experience that no big-box retailer can match.

Consumers also seem to favor solutions that make their everyday lives easier and
quicker, and this is where big retail groups have learned to thrive. In today's hectic
world, busy consumers appreciate the most convenient arrangement to make the
most out of their time. Supermarkets have been quick to add organic and eco-
friendly products to their shelves, making an effort to evolve with the industry's
trends. The same is happening with food trends that are related to new technolo-
gies, like online grocery shopping. Big retailers have the resources to launch fan-
tastic e-commerce websites, offering the same prices and product selection as in
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retail locations, and providing top-notch solutions and customer service around the

clock.

Therefore, already before the COVID-19 crisis, the industry is full of threats but
also opportunities for small food retailers. These micro-businesses need to be
aware of their strengths and weaknesses in order to adapt to the rapidly changing
business environment. Specialty stores should exploit and take pride in being part
of the growing trends. They might not have the most extensive product offer but
are specialists in what they sell and can pass that knowledge to their customers.
Navigating change is essential for survival, and finding the balance between the
right selection, pricing, advertising, and the proper ways to reach potential custom-
ers is not easy, but it is necessary. Because sole entrepreneurs run many of these
micro-businesses, each individual's ability to read and understand the market and

act accordingly also plays a crucial role in the end.

2.2.1 Business Model Analysis

Once the business environment has been established, examining the business
model for small food retailers will be helpful to understand better how these
businesses operate and what makes them work. Although each business is
different and has a unique business model, many share common similarities in
terms of their key activities, target market, or cost structure. Generating a standard
business model will also be useful for producing recommendations in the latter

chapters of this study, as it will provide the base in which build upon.

The best tool to visualize how any business operates and how all the different parts
are connected is the Business Model Canvas (BMC). The Business Model Canvas
was initially proposed by Alexander Osterwalder that described it as the following
(Osterwalder, 2014):

A business model is a conceptual tool that contains a set of elements and
their relationships and allows expressing a company's logic of earning
money. It is a description of the value a company offers to one or several
segments of customers and the architecture of the firm and its network of
partners for creating, marketing and delivering this value and relationship

capital, in order to generate profitable and sustainable revenue streams.
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The BMC of specialist stores and small shops in market halls across Finland will
shed light on the business logic of their operations in the pre-pandemic world.
Moreover, The BMC provides a full snapshot of how well prepared these compa-
nies were for a crisis like COVID-19, and which segments the pandemic is affecting
the most. The analysis of the separate business segments will also reveal where
improvement is right now needed and how entrepreneurs and owners can pivot

their organizations in the right direction.

Before looking at the common BMC, it should be mentioned that these businesses
are usually entrepreneur-run firms, many of them registered as sole proprietor-
ships. For micro-enterprises with a maximum number of ten employees, entrepre-
neurs are usually the founders and are in charge of most operational decisions.
Therefore, even though the BMC communicates a business idea, which gives the
impression of an organized enterprise of some sort, the entire business model is
frequently tied to one person only, the entrepreneur. It is important to make the
distinction because the reality in many cases is that the BMC will display the activ-

ities and business strategy of one particular individual and not an entity.

Customer
Segments

Customer
Relationships

- Face-to-face customer
service

- Personal assistance

Key Partners Key Activities Value Propositions
- Procurement of products
- Logistics

- Sales

- Consumers looking for

- High-quality food gourmet foods or

- Product suppliers
- Landlords

- Customer experience
- Marketing

products

- Products from small
producers

- National and international

- Social media, email and/or
online support if customers
buy online

something special
- Consumers looking to eat
more consciously

- Consumers looking for
better customer service

- Consumers that are
willing to pay higher prices
than in supermarkets

- Transport companies
- Other entrepreneurs

Key Resources specialty food Claes
- Personalized and
outstanding customer

service

- Retail store

- Social media

- Website

- Digital and traditional
advertising

- One entrepreneur +
employees (if any)

- Retail store location
- Car or van

- Product stock

- Product knowledge

Cost Structure Revenue Streams

- Retail store's rent and utilities

- Products and logistics expenses

- Accounting expenses

- Entrepreneur and employee's salaries
- Customer acquisition costs

- Sales of products with a 100 % markup
- Catering services in some cases

Picture 3. Business Model Canvas for small food retailers in Finland

The nine segments of the BMC for small independent food retailers show how

these companies are generally organized (Picture 3). The structure is highly
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focused on profit, where all of the revenue or most of it comes from the retail sale
of food products to customers. Some companies might also complement the pri-
mary revenue stream with income generated from catering events and similar ser-
vices. As discussed in the earlier subchapter, emerging food trends in Finland are
resulting in new potential customers looking for these products. As important as
the products is the role of customer service. As a result of the previously mentioned
one-person entrepreneur-dependency of these companies, the relationship with
the customers becomes personal in many cases. Consumers seeking a different
grocery shopping experience and better customer service also become prospec-

tive customers.

Hence, the value proposition involves both offering high-quality products that stand
out and meet customers' expectations and also a personal shopping experience
that makes the customer feel understood and valued. In a business model in which
most transactions occur face-to-face, in many cases with the owners themselves,
the relationship with the customers evolves and goes beyond being merely trans-
actional. Consequently, these companies tend to be quite intimate, where the cus-
tomer develops an emotional connection with the store, the products, and the en-

trepreneur.

All of these companies cultivate customer intimacy through face-to-face interac-
tions with their customers at the retail shop. Some, the ones that are taking ad-
vantage of digitalization, also develop customer relationships via social media or a
website. Unfortunately, there is no available data on the number of shops that have
a website or use social media. However, data collected for this thesis indicate that
although almost every business owner uses social media, not everyone has its

own website.

From a strictly financial perspective, small retailers are mostly fixed costs compa-
nies. Rent, the purchase of products, and employees' salaries account for most of
the expenses. In an entrepreneur survey carried out by Yle (2015), it was found
that entrepreneurs try to avoid hiring employees at all costs because of how ex-
pensive this is. With average hourly labor costs of almost 35 € in Finland (Eurostat,
2019), entrepreneurs rather struggle alone than take the risk of hiring a worker.
Employees are one of the key resources of these businesses. By reducing person-
nel, the company can indeed reduce costs considerably. On the other hand, having
no employees also means a more significant workload for the entrepreneur, which

can eventually affect the overall performance of the business.
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As with their customers, relationships with product suppliers, landlords, and even
neighbor entrepreneurs are important and can become quite intimate over time.
For small-scale producers, these stores are the place to showcase and promote
their products, and they will do their best to help the entrepreneur succeed, which
leads to strong supplier-distributor relationships. Alliances between entrepreneur-
ial firms can also be seen in market halls and other places where many entrepre-

neurs work together and have the same goals.

2.2.2 Pre-pandemic Strengths and Weaknesses

Taking into consideration what was learned from the simplified, shared Business
Model Canvas and also considering the current situation and trends of the food
retail industry in Finland, it is now possible to assess the weaknesses and strengths

of the small food retailers more accurately (Picture 4).

STRENGTHS WEAKNESSES

. - Distinctive high-quality products - Not able to compete on price with

<Zf and specialty products large retailers

e - Deep customer relationships - Single location with limited

= - Skilled, knowledgeable staff product offer

- - Willing to deliver precise solutions - Lack of know-how and resources

to meet customers' needs especially in terms of new

technologies and marketing

» - Competitors ability to read the

‘Z’: market and adapt

= - Increasingly informed and

E demanding customer
- Risky nature of small businesses

THREATS

Picture 4. SWOT analysis of small food retailers in Finland

Strengths, weaknesses, opportunities, and threats are, like the business model,

shared. It is the way each entrepreneur runs the business and handles its different
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functional areas that eventually gives shape and character to each company indi-
vidually. Most of the threats and weaknesses present in the SWOT analysis are
linked to the nature and structure of the food retail industry in Finland. However, it
is this entrepreneur or owner dependence that can affect most during a crisis like
the COVID-19.

This entrepreneur dependence leads to a lack of organizational structure. This lack
of organizational structure is an inherent risk in these companies and is part of the
risky nature of small businesses. When there is a strong structure in place, the
company runs efficiently and develops new ways to improve productivity (N. Root
I, 2020). However, poor organizational structure leaves little room to shift gears,
especially when something goes wrong as usually there is no strategy in place.
Structures become even more important when dealing with innovation, as this ac-

tivity differs in many ways from business-as-usual (Toma, 2019).

An example of how the lack of structure can slow down innovation for small food
retailers is their unhurried shift to digitalization and new technologies. Well before
the coronavirus crisis, the shift toward a more digitalized industry was already tak-
ing place. Some entrepreneurs understood and embraced this change by creating
a company website or turning to digital marketing. However, many others contin-
ued operating in a business-as-usual mode, being entirely reliant on their brick-
and-mortar retail stores and nothing else. Once the crisis hits, the ability to quickly

change and adapt becomes even more critical.

Therefore, this total owner dependence plays even a more significant role when in
situations that require risk management or damage control. It impacts how well
businesses maneuver under pressure or in a rapidly changing industry. When most
duties and responsibilities always fall upon the shoulders of the entrepreneur, the
risk of missing out the big picture is gigantic. Larger organized companies can
quickly resort to risk management specialists when crises like COVID-19 happen.
Entrepreneurs, however, lacking counsel and resources are at risk of rushing to

judgment and making quick decisions that can decide the fate of their companies.

The BMC and SWOT analysis will be beneficial in the following chapters to clarify
how entrepreneurs pivoted their businesses and why. The biggest takeaways to
remember are challenging industry but emerging opportunities. Also critical is the
entrepreneur dependence and its effects on change management. Before diving
into the research method and findings of this study, the last subchapter looks at
the Finnish food industry in the context of the COVID-19 crisis.
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2.3 Effects of COVID-19 on Finnish Retail Food Industry

On 16 March 2020, the Finnish government, in cooperation with the President of
the Republic, declared the state of emergency in Finland over coronavirus out-
break (Finnish government, 2020). In an attempt to tackle the effects of the pan-
demic, the parliament approved a series of measures (Table 2). The measures
were initially going to be in place until 13 April, but they were later extended to mid-
May (Yle, 2020).

Table 2. Measures taken by the Finnish government to tackle the coronavirus pandemic

Measures Period enforced
Closure of schools, except early education 16 March — 13 May
Closure of theatres, libraries, and museums 16 March — 13 May
Recommendation to close private hobby facilities, swimming pools, 16 March — 13 May

youth clubs, and other gathering points

Ten person gathering limit 16 March — 13 May
Visitors not allowed in healthcare facilities and hospitals 16 March — 13 May
Closure of borders 16 March — 13 May
Increased healthcare capacity 16 March — 13 May
Closure of restaurants, cafes and bars 30 March — 31 May
Restaurants, cafes and bars open with restrictions 1 June — 13 July

Source: YLE uutiset

The measures taken by the Finnish government to curb the spread of the corona-
virus affected many sectors during the state of emergency, but not directly the food
retail industry. All retail shops were allowed to stay open and conduct business as
usual. Nevertheless, even though the effects were not direct, there were numerous
indirect and induced effects on the sector. Some still last today even though re-

strictions are already lifted.

An excellent example of an indirect effect is the shift in consumer behavior during
the pandemic, especially how this changed during the first wave of COVID-19 when

people were encouraged to stay at home. Some changes are not new but are
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happening faster than ever; for instance, the increase in online shopping. Others
are new and are a consequence of the extraordinary circumstances of 2020; for
example, being at home all the time has brought about significant transformations

in consumer trends like home cooking.

With restaurants and most hobby facilities being closed, and recommendations
from the authorities to stay at home and practice social distancing, it is not surpris-
ing that some new trends emerged during the spring months. Twenty-one percent
of Finns declared having used online services more than before during the state of
emergency, particularly home-delivery services. The same number, 21 percent,
also admitted buying more gourmet food products than usual (MTV, 2020). Home
cooking and gourmet cooking seem to have been a favorite amid lockdown. Both
retail groups S Group and K Group revealed their food sales grew considerably
during the spring months, mainly thanks to their hypermarkets that saw their sales
grow 14,1 percent compared to last year (Yle, 2020). Alko, the national alcoholic
beverage retailing monopoly in Finland, also reported a 9,3 percent sales increase
in March, 22,4 percent in April and 19 percent in May (Alko, 2020).

But certainly, the biggest impact of the coronavirus pandemic has been on online
grocery shopping. Going to buy food was allowed during the state of emergency,
but many turned to online shopping to avoid big crowds. As a result, online grocery
sales and home delivery services sky-rocketed during the worst times of the pan-
demic. Both the S Group and K group reported an increase in online sales of sev-
eral hundred percent (MTV, 2020). Big retailers were also quick to adapt their al-
ready existing online stores, customer experience, and logistics to the circum-
stances, including recruiting lots of new employees. For example, K Group re-
ported having up to 50 workers per shop handling online orders during March and
April (Kesko, 2020). Nevertheless, and despite the effort, even big retailers strug-

gled to meet the spike in demand.

In the case of small food retailers, it is harder to analyze what happened during the
first months of the pandemic and how they coped with this pandemic food revolu-
tion. As discussed in previous chapters, each small shop and business is unique,
making it difficult to carry out general statistical analysis that could clarify what
these companies did and how. Moreover, with K Group and S Group holding to-
gether more than 80 percent of the Finnish grocery retail market, most studies tend

to examine only the two big retailers extrapolating the result to the totality of the
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industry. Therefore, at the time this thesis is written, there is no available data con-

cerning small shops, being this research one of the first ones on the topic.

In any case, it is safe to assume that the same trends affected small privately-
owned businesses in the same way and that these needed to adapt to the best of
their knowledge and ability. The most significant difference between big grocery
groups and small retailers, however, lies in the resources available. The precarious
situation of many of these companies already before the COVID-19 crisis could
have affected how they are managing to navigate the pandemic. Equally, the al-
ready discussed owner dependence of these micro-businesses leaves the fate of
the entire business in one person's hand, and their capability to identify and evolve

with the industry trends.

A series of financial assistance measures were quickly implemented by the Finnish
government to aid businesses affected by the coronavirus outbreak (Table 3). The
amount of financial aid is determined by the size of the business and the number
of employees. At the time this thesis is written, companies can still apply for it pro-

vided they meet the conditions required.

Table 3. Finnish government financial assistance measures in the context of COVID-19

Applicable
measures

Beneficiary Maximum amount

e  Preliminary funding: up to
EUR 10,000 for 80% of the

Business Finland
Grants

SMEs and midcaps with maximum
turnover (company or group level)
of EUR 300 million operating in
Finland

relevant project’s total costs;
and

Development funding: up to
EUR 100,000 for 80% of the
relevant project’s total costs

Financial Aid from
ELY-Centres

Companies in Finland that employ
a maximum of five employees
(including any entrepreneurs) that
do not operate in the following
industries: agriculture, forestry,
fishing and the secondary
production of agricultural products

Preliminary funding: up to
EUR 10,000 for 80% of the
relevant project’s total costs
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Up to EUR 2,000
e Conditions: A sole
entrepreneur must show a
significantly worsened
financial situation and drop
Sole entrepreneurs in turnover due to COVID-
19. The support may not be
issued if the company was in
financial difficulties before
the financial crisis or to
companies with tax debts.

e EUR 1 to 10 million per
investment

e Conditions: N/A. Case-by-
case evaluation

Grants for Sole
Entrepreneurs

Finnish Industry SMEs and midcaps employing
Investment more than 50 people and annual
revenue of at least EUR 10 million

Source: White & Case, 2020

As defined in the scope of this study, this thesis only examines businesses with a
maximum of ten employees. Therefore, the maximum amount of aid these compa-
nies could apply for, provided they hire more than five people, is 100,000 euros.
However, and as discussed in previous chapters, many of these micro-businesses
are sole proprietorships and one-person run operations. In this case, the maximum
amount that can be applied for is only 2,000 euros. Sole entrepreneurs who applied
quickly for financial aid right at the beginning of the crisis in early March could
nevertheless have received up to 10,000 euros. The reason for this is that Busi-
ness Finland handled all grants when the crisis hit, and the funding was initially set
at 10,000 euros. However, competencies were later transferred to the municipali-
ties, which limited the aid to 2,000 euros for companies were the entrepreneur was
the only worker (Yle, 2020).

Given the uncertain situation many entrepreneur-run firms faced already before
the pandemic and taking into account that these are fixed-cost companies, it is
evident that the 2,000 euros help is nowhere near enough to cope financially during
a long-lasting crisis. For companies with a maximum of five employees, including
the entrepreneur, financial assistance could be up to 10,000 euros; but this is not
enough either considering labor and employee costs. As will be presented in the
following chapters, this study did not come across any company that hired more
than two or three workers. Hence, the thought of a business of this type receiving

a 100,000 euros grant is unrealistic.

Therefore, specialty shops and other small food retailers could have applied for
grants that eased the initial financial shock of the crisis, but the support would have

only satisfied one or two months of expenses. After that, each entrepreneur alone
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would have needed to find ways to cope with the challenges, for example renego-
tiating commercial lease agreements with landlords or laying off employees. At the
same time, entrepreneurs would have needed to understand the rapid changes
happening in the industry and keep up with them to retain customers. Besides, if
they wanted to implement new services like an online shop or new delivery ser-
vices, this could have required an additional investment that not all could have
afforded.

On top of that, when visiting stores during the coronavirus pandemic, shoppers
seem to feel safer in supermarkets than in other retail venues, according to a sur-
vey by digital marketing firm First Insight (SN, 2020). Why consumers feel safer in
supermarkets is not completely clear but could be explained by the measures taken
by the big retailers to safely grocery-shop, and how they resonated with consum-
ers. The findings of the mentioned survey do explain the previously discussed in-

crease in sales in the K Group's and S Group's stores.

Because the crisis is ongoing and far from over, there are still many factors that
are continuously changing and influence consumer behavior. It is not clear how
consumers would react in the event of a second wave of infections, and whether
small businesses would have the energy and resources to survive. It is also unclear
whether the Finnish government could issue further financial assistance measures.
Other parts of the world are seeing a surge in coronavirus infections after the initial
lockdown, with businesses having to close its doors again. By looking at how the
pandemic affects different businesses across the world, small businesses can al-
ready anticipate and brace for what very well could be the situation in Finland soon.
A good example is the USA, where more owners are permanently shutting their
doors after new lockdown orders, realizing that there may be no end in sight to the
crisis (Flitter, 2020).

Beyond the obvious emerging pandemic trends covered in this chapter like online
shopping, this study strives to understand what other less-obvious phenomenas
might be playing a role in the survival of small food retailers. The strategy of big
grocers is clear: improve safety at the stores and go digital. Many small privately-
owned stores are adopting a different strategy either because they cannot afford
to do anything else or because they consider that doing something different fits
better their business model. The research approach, method, and findings of the

study are presented in the following chapters.
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3 RESEARCH APPROACH AND METHOD

This thesis aims to produce a series of recommendations for Finnish small food
retailers to cope with COVID-19 or under similar circumstances in which the pop-
ulation is under containment measures or lockdown. To achieve this, the study
needs to answer the main research question: What business model changes are
essential for Finnish small food retailers to survive the ongoing COVID-19 crisis or
future pandemics? The methodology, process and approach when conducting the

research are explained in detail in this chapter.

3.1 Research Approach

Research is the process of collecting, analyzing, and interpreting data in order to
understand a phenomenon (Leedy & Ormrod). The research process is systematic
in that defining the objective, managing the data, and communicating the findings
occur within established frameworks and in accordance with existing guidelines.
The frameworks and guidelines provide researchers with an indication of what to
include in the research, how to perform the research, and what types of inferences

are probable based on the data collected (Williams, 2007.)

The three methods currently accepted for conducting research are quantitative,
qualitative and mixed. Quantitative research produces numerical data and is useful
when dealing with a phenomenon that can be explained or organized in numbers.
Qualitative research is descriptive and generates textual data that has then to be
analyzed and categorized. Based on the objective of the study and the established
framework, the researcher has to determine which method better suits the re-

search and answers the research question.

The main subjects of this research are entrepreneurs and business owners of small
food retail shops, and they comprise the main source of data. The aim is to under-
stand their response to the COVID-19 crisis, and whether or not the way they piv-
oted their businesses worked. In order to verify the research findings and eliminate
threats to the validity of the research, the study also examines how these busi-
nesses connected with their customers during the pandemic by surveying them.
These two different data sources are then cross-checked to find similarities or clues

as to what specific actions worked better than others and why.
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In the initial stage, qualitative research was conducted to obtain data from entre-
preneurs and business owners. Given that each entrepreneur is different, and each
situation requires individual analysis, qualitative research in the form of interviews
was considered would provide valuable insight into the topic and render the best
results. Besides, the complexity of the issue at hand and the lack of previous stud-
ies on the subject also made conducting qualitative research necessary in order to
answer the main research question. But it is the description by Cresswell (2002)
on when to use qualitative research that best explains why the chosen methodol-

ogy is appropriate:

We conduct qualitative research because a problem or issue needs to be
explored. This exploration is needed, in turn, because of a need to study a
group or population, identify variables that can then be measured or hear
silenced voices. These are all good reasons to explore a problem rather
than to use predetermined information from the literature or rely on results
from other research studies. We also conduct qualitative research because
we need a complex, detailed understanding of the issue. This detail can
only be established by talking directly with people, going to their homes or
places of work, and allowing them to tell the stories unencumbered by what
we expect to find or what we have read in the literature. We conduct quali-
tative research when we want to empower individuals to share their stories,
hear their voices, and minimize the power relationships that often exist be-

tween a researcher and the participants in a study.

However, for obtaining data from consumers, quantitative methodology in the form
of survey research was conducted. Although the method is quantitative, the survey
included an open question in the end. While the goal of this thesis is not to learn
how consumers are coping with the COVID-19 crisis, keeping customers engaged
is indispensable for small food retailers to endure the crisis. In this sense, survey-
ing customers that normally grocery-shop at these stores can produce valuable
quantitative data to support or contradict the findings from interviews with business

owners.

The methodology of the research is consequently mixed, being the reason for in-
tegrating quantitative and qualitative methods to answer the research question
twofold: First, combining them delivers significant benefits, enabling the researcher

to compare and contrast results and gain much deeper insights (Osbaldeston,



28

2018). And second, cross-checking the data helps reduce bias and other disad-

vantages presented in studies that are only qualitative.

The COVID-19 crisis is ongoing and getting timely feedback on the topic is crucial
for the research to produce useful results. Moreover, with the threat of a second
wave of infections in the Autumn, the research had to be completed on time. Con-
sequently, the research process and timeline were followed strictly from start to
finish (Picture 5). Data from business owners and their customers were collected
during the summer of 2020 in the months of June and July. Data were processed

and interpreted during the month of August.
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1%t step: Building the-
oretical framework
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Picture 5. Research process and timeline

3.2 Data Collection and Quality

In the early stages of the research study, secondary data was examined to build a
theoretical framework that could provide the reader with a general understanding
of the food retail industry in Finland in the years before the pandemic. Additional
more recent secondary data about the impact of the COVID-19 crisis on the sector
were also presented to explain and define the research space and consequent
research questions. This contextualization aims to answer the following questions

for the reader:
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1. How is the food retail industry in Finland, and what are the biggest chal-

lenges for small food retailers?
2. How do Finnish consumers behave? What do they want?

3. How do small food retailers normally operate? What is their business

model?

4. How is COVID-19 affecting the industry, and what implications this might

have for small food retailers?

Next, mixed methods research was conducted for collecting data from business
owners and their customers. Firstly, qualitative research was conducted in the form
of interviews with entrepreneurs and business owners to determine how they re-
sponded to the COVID-19 crisis. The in-depth interviews were designed as semi-
structured surveys that allowed for a fluid conversation about the topic (Appendix
1). Conducted conversationally with one respondent at a time, the semi-structured
interview (SSI) employs a blend of closed- and open-ended questions, often ac-

companied by follow-up why or how questions (Adams, 2015).

The purpose of these interviews is to understand how business owners are pivoting
their businesses to cope with the crisis and uncover the rationale behind their ac-
tions and why they decided to implement specific measures. The researcher inter-
viewed a total of ten business owners during July 2020 (Table 4). Most interviews
were conducted at the interviewee's place of business and lasted between 30
minutes and one hour. Answers and notes were typed and saved on the re-

searcher's computer.

Table 4. Interviewees by shop type and size

Shop type Size Number
Inside market hall 1-2 workers 6
Independent shop 1-2 workers 3
Inside market hall 3-5 workers 1

Seven of the interviewees had their stores inside a market hall, and three had a

storefront at street level. All of these micro-businesses were located in Helsinki. In
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order to gather insightful data, as many different types of food retailers as possible
were chosen for the interviews, from shops selling international food products to
others selling vegan food or sweet and baked goods. The intention was to collect
data from as many different sources as possible to find patterns common to all of

them regardless of location, product offer, or store size.

Research demands skepticism, commitment and detachment (Norris, 1997), but
qualitative research always suffers from researcher bias to some extent. Attempt-
ing to eliminate bias is artificial, as the nature of reality and the social construction
of knowledge means that biases shape every stage of research. However, for a
project to be trustworthy, it must ensure that the participants' views are the ones
that drive the findings. Researchers need to name and understand their biases to
see how their beliefs may affect the study design (M. Given, 2015.) While the risk
of bias during the interview process was exceptionally high due to the researcher's
background, accepting that bias could be present was the first step to mitigating its
effects. Besides, the intention was not to remain completely unbiased, as the re-
searcher's close involvement with the topic also helped dramatically to uncover

hidden insights and topics.

Measures taken to mitigate bias during the qualitative research part of the study
included participant review of the results and peer review. After each interview, the
participant was asked to review all answers to make sure they were a faithful re-
flection of their thoughts. A couple of industry colleagues were also consulted dur-
ing the research process to discuss findings and provide feedback on the quality

and validity of the results.

In the second stage of the research, quantitative data from consumers that nor-
mally grocery-shop at these small businesses were collected. Survey research was
the method selected to collect the data, as this approach provides an inexpensive
and useful solution to study larger populations. The collection of quantitative and
qualitative data occurred at the same time, during July 2020, despite the fact that

qualitative research was presented first in this section.

The survey was designed principally to answer the research sub-question: Did the
actions taken by small food retailers increase consumer engagement? And
why? And also, partially: What are the short-term implications of the COVID-19
pandemic on small food retailers in Finland? While business owners can speak
specifically to the impact of the COVID-19 pandemic on their business model and

operations, their customers can shed light on how the actions taken by these
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businesses to tackle the crisis resonate with them. Moreover, they can also clarify
what is working and why, which will be essential for producing useful and applica-

ble recommendations.

Accordingly, the survey questionnaire was made (Appendix 2). The questionnaire
consisted of seven questions: two checkboxes, two multiple answer questions, two
5-point Likert scale questions, and one final open question. The survey was cre-
ated and hosted using Google Forms. The following best practices were followed
when designing the questionnaire as described in the Handbook of Research on

Electronic Surveys and Measurements (Reynolds, Woods & Baker, 2006):
1. Research question is clear.

2. Question and answering process is easy to complete, and questionnaire is

not too long.

3. Different types of questions are used depending on what is intended to find

out.
4. Questions are very clear and direct.

Respondents were initially approached at the researcher's place of business and
invited to complete the survey using an Ipad. As mentioned during the Introduction
chapter, the researcher is himself an entrepreneur and owns a small shop in the
Old Market Hall in Helsinki. The Old Market Hall was considered a good place to
approach respondents as consumers grocery shopping at the hall have a habit of
buying from small retailers, hence representing the survey target audience.
However, it was observed that some respondents felt pressure to give positive
responses, probably assuming that the researcher would read the answers once
they completed the survey. In consequence, the method to approach survey
respondents was changed to avoid biased responses. The survey was posted on
the researcher's business website, and an incentive was offered to encourage

participation in the study.

Measures taken to avoid biased responses included precisely only seeking
relevant respondents, avoiding misleading questions, and shuffling survey
answers. One could argue that by reaching out to participants via the researcher's
website, the population sample would be insufficient, as most of the participants
themselves are already, for instance, website users. While this is partly true, it was
made very clear in the survey instructions and questions that these concerned all

small food retailers, not just the researcher. Furthermore, customers purchasing at
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the researcher's website are also very likely buying from other entrepreneurs, thus
falling into the survey target audience. In the end, bias from surveying at the market
hall was deemed more significant than bias from surveying online, where

customers could answer anonymously, and hence more truthfully and accurately.

3.3 Data Analysis and Interpretation

Qualitative data collected from business owners required categorization, and cod-
ing was chosen as categorizing strategy. In coding, the data segments are labeled
and grouped by category; they are then examined and compared, both within and
between categories (Maxwell, 2008.) Quantitative data collected from customer
surveys were easier to analyze and are presented graphically through charts and

graphs.

Kept retail store
during the state of
emergency

Gained customers Why open?

Strengthened bond

with customers #supportyourlocal

Only entrepreneurs Responsibility to
working customers

Other businesses Implemented new
were closed services
Financial reasons

Sy

Tailored services Collaborations Online shop

Home delivery High costs
Hasty decisions

Picture 6. Hierarchical coding structure for stores that stayed open during the first COVID-

19 wave

Manual coding of qualitative data was laborious and required revising the tran-
scripts from the interviews several times. Because there are no prior studies about

the topic, and the researcher is attempting to discover new common patterns and
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themes, inductive coding was chosen to form the codes and categories. The codes
were then grouped in hierarchical frames, depending on whether the interviewed
entrepreneur had kept the shop open or closed during the state of emergency (Pic-
tures 6 and 7).

Kept retail store

closed
during the state of

/ emergency

SIS
/4

Entrepreneur High costs
belonged to risk

group

Customers found
new suppliers

Business needs to

regain old customer

Assumed
customers would
not come

Consider will have
to close in the
event of a second
wave

Picture 7. Hierarchical coding structure for stores that stayed closed during the pandemic

Interviews with entrepreneurs that kept their businesses open during the first wave
of COVID-19 provided much more information than interviews with owners that
kept their stores closed. However, learning what drove some owners to close their
businesses was as constructive for the research as learning what inspired others

to do the opposite.

Quantitative data from customer surveys was easier to process and analyze. For
the six initial questions of the survey, which consisted of numerical data, the data
were exported to excel and presented and explained using charts and graphs—
the open question in the survey needed to be manually coded. A detailed account
of the findings from the qualitative and quantitative data is presented in the follow-

ing chapter.
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4 FINDINGS

In this chapter, all data collected from entrepreneurs and their customers are pre-
sented and reviewed in detail. Firstly, qualitative data collected from interviews with
business owners are discussed, highlighting the themes and key points relevant
for addressing the research questions. Secondly, qualitative data collected from
customers are presented and evaluated using charts and graphs. Qualitative and
quantitative data aim to answer the main research question; however, the way

each contributes to the research is different (Table 5).

Table 5. Findings structure and objectives

Findings Objective Sub-questions Research question

1. What are the short-term
implications of the COVID-

Understand small food 19 pandemic on small food | What business

retailers’ response to

Qualitative retailers in Finland? model changes are
data the COVID-19 crisis > What acti d essential for Finnish
; _ . at actions an
and the rationale be small food retailers
hind their actions measures, if any, small

to survive the ongo-
ing COVID-19 crisis
or future pandem-

food retailers took during
the first COVID-19 wave?

ics?
Understand how small 3. Did these actions

Quantitative | food retailers’ response | increase consumer
data to the crisis resonated engagement in any way?
with their customers And why?

Qualitative data provide information on how small food retailers responded to the
COVID-19 crisis from the standpoint of the business owners. The researcher iden-
tified patterns during the interview process that clarify the entrepreneurs' response
to the COVID-19 crisis and the rationale behind their actions. Customer surveys
gather data about how shoppers experienced the crisis and whether small food
retailers managed to meet their needs during that period. Quantitative data are
also useful to support, or challenge hypotheses drawn by the researcher after cod-

ing and analyzing the interviews.
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4.1 Qualitative Data Findings

Inductive coding was used to process qualitative data as per described in section
3.3. The first thing observed during the data analysis process was the clear dis-
tinction between entrepreneurs that kept their stores open and others that decided
to close during the state of emergency. It must be noted that keeping the retail
store closed does not mean being completely inactive. Some of the entrepreneurs
that shut down the shop continued to operate online. However, it was noticed that
keeping the retail location closed during the state of emergency ended up affecting
overall business performance and customer satisfaction. New codes and patterns
emerged when further processing the interviews, depending precisely on whether
the business had stayed open or closed during that period. In this regard, the
theme "keeping retail store open/closed" was deemed a good starting point for the

category framework.

Seven of the ten interviewees declared having kept their stores open during the
state of emergency (Table 6). Not all of them were fully operational, but the stores
were open at least at 50% capacity in terms of business hours. Three of the inter-
viewees kept their doors shut, but two of them continued to operate online. Only

one reported having been completely inactive.

Table 6. Interviewees that stayed open and closed during the state of emergency

Number of businesses that kept retail store open 7

Number of businesses that kept retail store closed but continued | 5
operations using different channels

Number of businesses that were inactive 1

The reasons for being open or closed are various and are discussed in more detail
in the following subchapters. It was also observed that factors such as age or hav-
ing a foreign background affected decision making and entrepreneurs' attitudes
towards the crisis. For instance, younger and foreign entrepreneurs had a more
positive attitude towards dealing with the crisis in general than older business own-
ers who felt it was out of their control. However, these issues fall outside the scope
of this research and, although they are worth mentioning, they are not pursued nor

discussed further in this paper.
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4.1.1 Factors Influencing Whether to Stay Open or Closed

Although all retail businesses were allowed to operate normally during the state of
emergency, many decided to close their door for different reasons. In this regard,
the first thing intended to find out when conducting the interviews was why some
chose to remain open, and others shut down. The first part of the interview seeks
answers to this matter: Have you continued to operate during this time? (Yes or
No) Why?

Nine of the interviewees answered affirmatively, although only three had continued
operating normally in terms of business hours. Four had kept the shop open but
had shortened opening hours. Three had the retail shop closed, but two of them
had continued operations fully online. Several reasons were identified as to why
entrepreneurs approached the situation the way they did. (Picture 8). Many of
these reasons are interconnected, although they are displayed using different la-

bels.

The entrepreneur feels responsible to their
customers due to the strong personal rela-
tionship between the two. Also, entrepre-
neur fears failing their customers would
translate in losing them.

The entrepreneur does not rely on person-
Only entrepreneurs nel to be open and can handle most opera-

working P tions themselves. Therefore, being open
does not become a financial burden for the
company.

Financial reasons Entrepreneur considers it important to keep
cash flow running.

Entrepreneur Entrepreneur or family member belongs to
(S CORCIIELOI > risk group. The fear of falling ill drives the
group business owner to close the shop.

Being open is too costly, and the reward for
Why kept retail keeping the store open is unclear. Laying off
store closed? personnel cuts down resources and forces
the business owner to close the shop.

Entrepreneur is uncertain about the situa-
tion and assumes most of the customers
are already lost. Decides to close because
sees no benefit in being open.

Responsibility to
customers

Why kept retail
store open?

Assumed
customers would
not come

Picture 8. Factors influencing whether to stay open or closed during the pandemic
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The intimate relationship between the entrepreneur and their customers seem to
have played a significant role in pushing some business owners to keep their stores
open. Almost all the interviewees referred to this in their answers in one way or
another. Entrepreneurs either felt they needed to be there for their customers or

feared their business would lose customers as a consequence of being closed:
Entrepreneur 1: | felt it was important to be there for my customers.

Entrepreneur 5: | wanted to keep the shop open to retain the customers

we already had.

Entrepreneur 8: We were afraid the few customers we already have could

have forgotten about us.
Entrepreneur 9: We felt an obligation to our customers to be open.

Almost all the participants mentioned financial reasons for keeping the store open
as well. Most of the participants stated they kept their shops running as it was

financially their only option:

Entrepreneur 1: | was open to keep my business running and have an in-

come.

Entrepreneur 4: | stayed open because | thought it would be smart money-

wise.

Entrepreneur 5: Being closed would have been much worse as there will

have been no cash flow.

Entrepreneur 8: This is our only thing (the shop), we had nothing else to

do during the lockdown, and we had nothing to lose.

The three business owners who had stayed closed indicated their fear of corona-
virus in the interview. They belonged to the risk group or had a close relative that
was high risk. However, and even though this seems to have been a big driver in
the decision to close, it is not the only one. It was noted that the high costs associ-
ated with keeping the store running, together with the uncertainty of the situation,
also influenced the final decision. In the end, the fear of contracting COVID-19 was
too great to overcome, and the financial gain from being open was not enough
compared to the expenses. Nevertheless, two of the businesses that kept the retail

store closed continued operating online.
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The same reason, high costs, is what allowed entrepreneurs with no employees to
run operations better than companies dependent on their staff. For the businesses
that remained open, the level of operating capacity in terms of days open, services,
or products came determined by the owner's ability to manage operations them-
selves. Moreover, most entrepreneurs also implemented new services, which in
some cases required hiring additional personnel. As will be discussed and pre-
sented later on, it was observed that the less staff-dependent the businesses were,

the better the outcome, and the easier it was to remain operative during the crisis.

Therefore, the rationale behind the decision to stay open or closed seems to be
determined by both personal and financial reasons. Most felt the need and moral
obligation to be open, but the availability of resources and financial situation even-
tually limited and shaped their performance. For the ones that were closed, the
fear of coronavirus was too overwhelming. However, most of the business, even
those that kept the retail shops closed, were operative somehow and tried their
best to adapt and survive. The next pages examine what specific measures were
taken to tackle the challenges and whether these worked according to the inter-

views with entrepreneurs themselves.

4.1.2 Business Model Changes and Actions Taken by Small Food Suppli-

ers

Once understood why some decided to keep their retail store open or closed, the
second part of the interview aims to clarify how entrepreneurs pivoted their busi-
ness models and whether it worked. It is important to recognize that COVID-19 is
an unprecedented crisis that is creating unique challenges. Every business is doing
their best to cope, and entrepreneurs are rushing to adapt to an entirely new busi-
ness landscape. Although acting quickly is necessary, it also poses a risk, as busi-
nesses are navigating the crisis in complete darkness and without a point of refer-
ence. For example, a business owner that knows they need to get their workplace
ready to deal with COVID-19 could end up making fear-based decisions that ulti-
mately drive the company out of business. Careful analysis of the taken actions
and measures implemented helps clarify which are most effective and can eventu-
ally avoid situations as such, hence assisting other entrepreneurs in avoiding mak-

ing similar errors and stay focused.
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One of the most interesting findings during the interview process was that all seven
participants who kept their retail stores open declared that being open had made
them gain customers. Correspondingly, the three who kept the retail store closed
said to have lost customers as a result. Therefore, it seems that being closed af-
fected the businesses negatively, although business owners did not realize this

until they reopened their stores and customers did not come back.

Remaining open in times of crisis strength-
ens the bond between the entrepreneur and
customer, hence increasing customer loy-
alty and retention.

Strengthened bond
with customers

Other businesses

Other stores being closed push consumers
were closed

to those shops that remain open.

“Support your local” movement brings in
#supportyourlocal new customers that continue to visit the
shop once state of emergency is over.

Implemented new
services

Gained customers

New services reach new customer base.

Customers found
new suppliers

Customer finds another retailer that meets
their needs during the pandemic.

Lost customers

Store is closed for so long that the customer
forgets to go back. Business needs to find a
way to reengage its customers.

Business needs to
regain old customer

Picture 9. Why businesses gained or lost customers according to qualitative data

The interviewees that had remained open explained the increase in the customer
base as a combination of a few key factors (Picture 9). Firstly, many expressed
that other businesses being closed had pushed customers towards those shops
that continued open. Secondly, remaining open in times of crisis strengthened the
relationship between entrepreneur and customer, causing many buyers to return
to the shops they felt were there for them during the worst time of the crisis. The
side effect of this phenomenon is twofold: it increases customer loyalty and also
helps the business retain the new customers that visited the retail shop during the

pandemic. Accounts on this topic from some of the interviewees:
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Entrepreneur 1: Some of the people that came to support me are still com-

ing today.

Entrepreneur 4: Some of the people that came during the state of emer-

gency have become regulars.

Entrepreneur 5: Others being closed was good for my business. We re-
mained open when many other shops shut their doors. Costumers appreci-

ated that some of us remained open.

Entrepreneur 9: Being open also made us closer to the customers that
were already regular shoppers because that personal bond got strength-

ened due to the circumstances.

The "support your local" movement also played an important role in the first stages
of the pandemic. Nevertheless, the interviewed participants declared that the
movement was merely a transitory trend, as many people only showed support
once. In any case, most were able to capitalize on it initially, and some were also

able to retain some customers.

From the business owners who declared having lost customers, two already had
operative online stores before the COVID-19 crisis, and they continued operating
only online. Not being utterly dependent on the retail store to generate revenue,
together with the fear of coronavirus, probably was the driving force to their deci-
sion to close their retail shops. In hindsight, however, they admitted the number of
customers shopping at the retail location had decreased and being closed might
had affected. One of these entrepreneurs had tried to push their customers to use
the online shop and attributed the loss of customers at the retail shop to the fact
that customers were now using their digital services more. While this could be true,

this case should be analyzed in detail to verify the claims.

But the most fascinating and useful data collected from the interviews is the one
that speaks to the measures implemented by these businesses to cope with the
crisis and meet their customers' new needs (Table 7). Moreover, it is vital to the
research to learn why such measures worked or failed, as such data will be used
to generate appropriate recommendations and develop the strategy for business
model innovation. All interviewees except the one that stayed inactive during the
crisis manifested having modified their business model during the pandemic.
These adjustments came in the form of new services, products, or even collabora-

tions with other companies.
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Table 7. New services and measures by entrepreneurs to cope with COVID-19

Service Description Challenges Observed
Many created an online shop to be The implementation of a proper
able to reach their customers. Other online shop requires time and re-

Online Shop

redesigned the already existing shop
to make it more appealing and func-

tional.

sources. Creating an online shop
in a hurry can result in usability is-
sues or a lack of quality content.

Home Delivery

All of the interviewed participants de-
clared having design and imple-
mented home delivery services of

some sort.

Home delivery services require
new resources, and some can be
costly, like drivers or new equip-
ment and supplies. Deliveries must
be organized and planned effi-

ciently to be financially feasible.

Collaborations

Collaboration between companies
was the way chosen by some to offer
better services and try to reach more

customers.

Fear-based and hasty decisions
can lead to collaborations where
goals and roles are unclear, hence
rendering the entire partnership
unsuccessful.

Tailored Services
or Products

Some tailored their services and prod-
ucts to each customer group, adapting
customer experience in real-time as

the crisis was unfolding.

Success depends entirely on how
well the entrepreneur can read the
situation and understand the cos-
tumers' needs in real-time. Com-
munication with customers must

be honest and smooth.

While coding the interviews, surprisingly, it was much easier to recognize mistakes

and misjudgments in entrepreneurs' actions than success patterns. While the find-

ing could be understood as a failure from entrepreneurs to pivot in the right direc-

tion, the researcher interprets it as the consequence of fear-based and impulsive

decision making. The entrepreneurs were on the path to making the right decisions;

however, implementation partially failed in many cases due to rushed decisions

during a rapidly unfolding crisis.

For example, the service that every firm quickly implemented, home delivery, was

more a burden than a benefit for many. While the logic behind its implementation

is sound, the execution was deficient in many cases. Many of the interviewees
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reported that they stopped doing home deliveries after a while because the service

was too much effort for too little reward:

Entrepreneur 1: During the pandemic, | needed to increase personnel be-
cause of the new services | implemented. Sales went up, but the margin

went down because staff is very costly.

Entrepreneur 4: The home delivery thing did work for a while, but the vol-

ume was rather small and logistics a nightmare.

Entrepreneur 5: The implementation of these services (home delivery, es-
pecially) demanded an immense amount of work. In the future, the volume

should be big enough for it to make sense.

Entrepreneur 6: It was tiring to keep up with those services (home deliv-

ery), and the whole thing died down.

The researcher also witnessed, nonetheless, how others managed to implement
home delivery services effectively and were thriving even in the months after the
state of emergency. Therefore, the problem is not the service itself, but the way it
is executed. The fine line between success and failure lies in strategic implemen-
tation and how the entrepreneur puts the plan into action. A practical example of
this would be, for instance, how some of the companies that stopped offering home
deliveries would take orders from their customers. In some cases, in an attempt to
make it as easy as possible for its customers, the company would allow orders to
be placed by phone, email, WhatsApp, or through the website. With an increase in
orders and without a proper order management system, orders would get lost, and
confusion and chaos would overwhelm the entire operation. In the end, some en-
trepreneurs would need to hire more staff to do the work of a simple management

system present in every eCommerce platform nowadays.

Another excellent example of how execution failed is the way some engaged in
collaborations with other entrepreneurs. There was one case in which a group of
entrepreneurs decided to join forces in order to reach a larger audience and offer
a broader selection of products. They quickly created a joint website where cus-
tomers could order any product from any of the companies, offering also home
delivery. The entrepreneurs agreed to divide the workload originated from doing
deliveries equally, and the online store was launched. When customers started
placing orders, however, the products ordered would not be evenly divided be-

tween the shops, and one of them would always sell more than the others. Without
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a clear collaborative framework in place, it was impossible to know how to resolve
the issue, as someone would always do more work than others. After a few weeks,
the entire operation crumbled, the website stopped taking orders, and the partner-

ship was dissolved.

The fact that something needed to be done quickly to cope with the stay-at-home
order presumably rushed these entrepreneurs to find a solution without outlining
the shared commitment, roles, and goals of the collaboration. In the end, disorgan-
ization, and the disarray in expectations shut the partnership down. While these
entrepreneurs had the right attitude, and the idea behind the partnership was great,
they failed at the implementation stage once again. In cases where the interviewed
entrepreneur declared having been part of successful collaboration, a clear collab-
orative framework was established right from the beginning, and the partnership

ran smoothly throughout.

The researcher found that success stories involved mostly entrepreneurs that had
been able to adapt real-time to the crisis and had tailored their services and prod-
ucts depending on the situation. They all pivoted their businesses and shifted strat-
egies gradually, learning from their mistakes and moving forward. The services
they implemented are, in many cases, similar to the already discussed; however,
the difference lies in how they were able to confidently navigate their way through
the challenges and adjust accordingly. Although it is evident that adaptability is
critical to business success in the context of COVID-19, it was found that effective

adaptability is not that easy to accomplish.

Businesses that thrived during the pandemic listened carefully to their customers,
read the situation accurately, and adapted to it day by day, making sound decisions
along the way. For example, a company gradually added tailored home delivery
services that they felt comfortable with, once they understood what their customers
wanted, liked, or disliked. The approach is different from simply offering home de-
livery on a larger scale and then realizing in hindsight that such service is a financial
burden for the company. Another business realized their online store was not pro-
ducing the results they wanted and decided to redesign it in the midst of the crisis.
While the decision was risky and could have gone either way, the entrepreneur
affirmed that their sales went up several hundred percent thanks to the new web-

site.

Interestingly, businesses that took this step-by-step approach not only seem to

have been able to cope better with the crisis, but they are also more open to
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continuing with the same services in the future regardless of the pandemic situa-
tion. Furthermore, these entrepreneurs also asserted they would reinstate old
measures in the event of a second wave of infections. For business owners who
struggled during the first wave of COVID-19, the challenging situations they faced
seem to have taken a considerable toll on their energy and motivation going for-
ward. Many of these interviewees, for instance, declared they did not know or had
not thought about what they would do if the situation were to repeat itself in the

autumn.

The entrepreneurs' response to the coronavirus pandemic was right for the most
part, but good ideas were poorly executed in many cases. Rushed decisions led to
mistakes that produced counterproductive results. Despite understandable errors
along the way, this poor implementation did not ultimately lead to severe conse-
quences because the first wave of COVID-19 was relatively mild in Finland, and
life quickly returned to normal for the most part. Additionally, most of the inter-
viewed entrepreneurs stated they had received financial support from the institu-
tions, hence making it possible to survive the initial and sudden economic shock.
However, if the uncertainty continues, or a second coronavirus wave hits, having

a clear and better action plan will become paramount to the survival of many.

4.2 Quantitative Data Findings

Customer surveys (Appendix 2) aim to understand how the customers perceived
the above-mentioned entrepreneurs' approach during the coronavirus crisis. Busi-
ness owners can explain what they did and why they think the measure in question
worked. In contrast, their customers can better explain how exactly such measures
resonated with them and the reasons behind their success or failure from a pure
engagement standpoint. Moreover, the following quantitative data can also rein-
force or challenge observations from interviews with entrepreneurs already dis-

cussed in the previous section.

Survey results are introduced and examined in the same order as questions were
originally presented to customers when completing the survey. Initially, the sur-
vey sought answers to changes in consumer behavior during the state of emer-
gency, looking at how customers when about grocery shopping from small retail-

ers compared to normal. The first survey questions intend to clarify whether
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customers who generally buy from small retailers continued to purchase from

them during the state of emergency. (Figures 7 and 8).

YES, SAME AS ALWAYS

YES, BUT LESS THAN BEFORE

NO

OTHER

or —.

10 15 20 25 30 35 40 45

Figure 7. Answers to the survey question: Did you continue buying from small food retailers
during the first wave of COVID-19 (March-April 2020)?

Answers from the first survey question (Figure 7) reveal that out of the 102 partic-
ipants, only forty-one had continued buying from small retailers the same as always
between March and April 2020. Thirty-one declared buying less than before, and
twenty-three had not made any purchases. Answers to the "other" option involved
mostly people that declared having increased their purchases from small shops.
Therefore, the data show that small food retailers lost more customers that they
were able to acquire. Also, the customer retention rate for that period seems to

have fallen dramatically.

These data could explain why many entrepreneurs felt rushed into making deci-
sions. Recent research published in The Journal of Neuroscience explains how
anxiety works to disengage the part of the brain that is essential for making good
decisions (Young, 2020). In this sense, the drastic decrease in the number of cus-
tomers could have been precisely the anxiety trigger that clouded their decision-
making skills. With shops getting empty and business owners facing an unprece-
dented and highly uncertain situation, fear and stress would have interfered with
critical thinking. Ultimately, operating under the influence of these factors made it

impossible for many to respond in an appropriate and timely manner.
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SUPERMARKETS MADE SHOPPING EASIER (LOTS
OF PRODUCTS FROM THE SAME PLACE)

I DID NOT FEEL SAFE VISITING SMALLER SHOPS

I WAS TRYING TO CUT BACK SPENDING AND SMALL
RETAILERS NORMALLY OFFER HIGH-END
PRODUCTS

MY LOCAL VENDOR WAS CLOSED DURING THE
PANDEMIC

1 DO NOT REALLY KNOW WHY

OTHER

N ——

Figure 8. Answers to the survey question: If you answered "No" to the previous question—

Could you explain shortly why?

Customers that did not buy from small food retailers during this time had different
reasons (Figure 8). A large number responded to the "other" option, describing the
same in almost all answers—they belonged to the risk group or did not feel safe
and were self-isolating. Many also said that supermarkets made shopping easier
during the pandemic, and so they discarded smaller retailers in favor of grocery
chains. The migration of consumers toward big grocery retailers was already dis-
cussed in the introduction chapter, and quantitative data seems to confirm the
trend. Moreover, some also answered not feeling safe at smaller shops. While the
reason for this is unclear, the researcher understands it as a consequence of the
misconception some customers might have about how independently owned
shops operate in comparison to large chain stores. Big food retailers quickly imple-
mented, and advertised, measures to safely grocery-shop during the pandemic,
hence making consumers feel more comfortable using their services almost imme-
diately. Small retailers implemented similar measures in many cases, but that feel-

ing of safety did not reach their customers in the same way.

The survey also aims to clarify how customers felt about stores that closed their
doors during March and April. Entrepreneurs who kept their stores closed men-
tioned in the interviews that being closed had made them lose customers. Qualita-
tive data confirms what entrepreneurs feared because around thirty percent of cus-
tomers whose local shop was closed affirmed having found another retailer for at
least some of the products (Figure 9). Therefore, it is clear that keeping the retail

store open played a significant role in terms of customer loyalty.
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| CONTINUE BUYING FROM THE SAME VENDORS AS
BEFORE

FOR SOME PRODUCTS | HAVE FOUND NEW
SUPPLIERS

| BUY FROM A DIFFERENT RETAILER NOW

OTHER

Figure 9. Answers to the survey question: If your local vendors were closed during the first
wave of COVID-19, are you buying from them now? Or did you find a new retailer/supplier

during that time?

In order to learn what drove purchase decisions and what factors influenced cus-
tomers' buying decisions during the 2020 spring, a Likert scale question was
used to evaluate the extent to which the participants agreed or disagreed with the
statement: Factors that influenced my buying decision from small food suppliers

during the first wave of Covid-19 (Figure 10).

m Strongly disagree  m Strongly agree

TRIED TO SUPPORT LOCAL BUSINESSES 7 14 ENE
EASY TO USE WEBSITE [ 15 (6] 2 22 |
POSSIBILITY TO SAFELY ORDER FOOD [ 19 [11] 23 | 26 |

DELIVERY, TAKEOUT AND GROCERIES

THE PERSONAL RELATIONSHIP WiTH THE [ L | | 19 | 26 |

ENTREPRENEUR

ACTIVE SOCIAL MEDIA nm “n

DIGITAL MARKETING (FACEBOOK,
INSTAGRAM OR GOOGLE ADS) “m “m

TRADITIONAL MARKETING "
(ADS IN NEWSPAPERS QR “ ﬂ:
RADIO) |

Figure 10. Answers to the survey question: Factors that influenced my buying decision from

small food suppliers during the first wave of COVID-19
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Supporting local businesses during the pandemic became a viral trend, especially
at the beginning of the crisis. The hashtag #suportyourlocal in social media took
off shortly after the state of emergency was declared, and many people rushed to
support small businesses of all types. Survey data shows the importance of the
trend, with the majority of respondents affirming they bought from small food retail-

ers because they wanted to support local businesses.

Survey participants also agreed on the importance of having a website and the
possibility to order food delivery and groceries. The response goes in line with what
has been observed in Finland and around the world: Coronavirus is driving the
digital transformation of the retail industry. Customers are buying groceries online

and using pick-up and delivery services more than ever before.

These companies tend to be quite intimate, where the customer develops an emo-
tional connection with the store, the products, and the entrepreneur. Hence, the
researcher expected the relationship between entrepreneur and customer to have
been a determinant factor in buying behavior. Survey data regarding this, how-
ever, is somewhat unclear. The trend Support Your Local seems to have played a
more significant role emotionally in decision processes than the connection with a

particular store.

Marketing did not have a real impact on customers' purchasing decisions according
to survey data. However, although customers might believe that marketing does
not influence their behavior, marketing works subtly, which is why it is so powerful.
Additionally, many entrepreneurs declared in interviews that active social media
and paid social media advertising had been, in fact, very effective tools to reach
customers during the stay-at-home time as boredom pushed people to be online
more often. The survey question regarding this issue may not have been as effec-
tive as desired initially, and the researcher recognizes his mistake when designing

this part of the questionnaire.

The last part of the survey focuses on reviewing the services implemented by busi-
ness owners and how they resonated with consumers. Survey respondents were
initially asked about the services they had used during the first wave of COVID-19
(Figure 11), and subsequently about what services could have been better in their

opinion (Figure 12).
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| VISITED THE SHOP

ONLINE GROCERY SHOPPING

HOME DELIVERY SERVICES

PICK-UP SERVICES

ORDERING BY PHONE OR EMAIL

RECIPE BOXES (KAUPPAKASSI)

OTHER

80

Figure 11. Answers to the survey question: | used the following services when buying from

small food suppliers during the first wave of COVID-19

m Strongly disagree  m Strongly agree

POSSIBILITY TO HAVE FOOD HOME-DELIVERED n ““
POSSIBILITY TO PLACE ORDERS ONLINE “ﬂ ““

HYGIENE AND SAFETY AT THE SHOP “n ““
ExampLE nForRATION sour | NI T
OPENING HOURS)

A SELECTION OF PRODUCTS
FITTING TO THE CIRCUITISTANCES “lﬂ l“ln

Figure 12. Answers to the survey question: | could have bought more from small food sup-

pliers if the following services had been better

Quantitative data show that customers from small food retailers continued visiting
the stores during March and April 2020, with sixty-seven of the respondents affirm-

ing having bought in person at the store. Therefore, data show that in-store
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shopping was still very important during the pandemic despite the stay-at-home
recommendation. Furthermore, this information could support why entrepreneurs
that kept their stores closed lost customers as a result. Consumers buying from
these businesses not only find the products they want. It is also about the shopping
experience that meets their needs on a personal and emotional level. If the retail
location were closed, many of the elements that make small retailers stand out
from large grocery chains would have automatically disappeared, and customers

would have looked for that experience elsewhere.

Data from the last two survey questions also continue to support the importance of
online grocery shopping, home delivery, and pick-up services. Survey respondents
also emphasized the need for safety measures at retail locations. This finding
shows again that many consumers did not feel safe when in-store shopping or
thought that the implemented hygiene measures were not enough. The aspects
respondents considered less relevant were vendor communication, opening hours,

and a better product selection.

The researcher decided to end the survey with the open-ended question: What
would you recommend your local vendor to improve in the event of a second
COVID-19 wave? What services or products would you appreciate most? The pur-
pose was to obtain further valuable information that could have been lost with the
traditional checkboxes or multiple-choice methods. Fifty-six responses were col-

lected and categorized (Picture 10).

Services already Answers mention services already covered
covered in the in the questionnaire, but the customer wants
What would you questionnaire to emphasize their opinion
recommend your
local vendor to im-
prove in the event

Many complain that small stores have modi-
of a second Better vendor com- i P

fied opening hours and services, but the in-
formation is not available anywhere.

Covid-19 wave? munication
What services or
products would
you appreciate
most?

Longer opening Many complain that opening times during
hours the pandemic are too short.

Picture 10. Themes observed in the open survey question: What would you recommend
your local vendor to improve in the event of a second COVID-19 wave? What services or

products would you appreciate most?
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In a large number of responses, the participant discussed the different services
that had been previously presented in the survey questions. The participant wanted
to make a point by emphasizing reasons for their importance in the event of a
second wave of infections. The services that are mentioned the most are having
an online store and home delivery. However, some of the themes that appeared
less relevant during the initial survey questions also emerged repeatedly in the
open-ended responses. Several participants seemed annoyed with how short the
opening hours of some stores had been during March and April. Many also referred
to the fact that entrepreneurs had not updated crucial business information to their

websites or social media pages during that time:
Respondent 10: Normal opening hours could help.

Respondent 16: Modified opening hours should be up to date on the web-

site.

Respondent 27: | would like the website to have up-to-date information, for

example, on opening hours.
Respondent 35: If possible, the same opening hours.

Respondent 50: Functional online store and website with up-to-date infor-

mation.

The open-ended question was consequently useful to further understand issues
that were overlooked in the survey questions. Overall, the survey fulfilled its goal
of providing valuable quantitative data to support or debate observations derived
from qualitative data. Once correlations and patterns among the data have been
identified and understood, the next step is using such information to produce the

corresponding recommendations.
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5 DEVELOPING RECOMMENDATIONS

Qualitative and quantitative data analysis brought light to critical issues in the re-
sponse of small food retailers to the COVID-19 crisis. The biggest takeaway from
the previous section is understanding how rushed decisions out of fear led to im-
plementation and execution mistakes, and how these errors eventually hampered
performance and customer engagement. For entrepreneurs that kept a cool head
and minimized impulsive decision making, the outcome was much more favorable.
Digitalization and change management are essentials for surviving the pandemic,
and small food suppliers have no other option than to take action and do it fast. But
how exactly? Based on the findings exhibited in the previous section, a series of
recommendations are developed and presented in this chapter to help small retail-

ers navigate the crisis and go from survival to success.

5.1 Business Model Canvas

The business model canvas for small food retailers was introduced and examined
in chapter 2. Revisiting the business model while considering the research findings

is the first step to realize where changes are needed (Picture 11).

Key Partners Key Activities Value Propositions Customer Customer
Relationships Segments

- Procurement of products
- Logistics - Consumers looking for
- Sales - High-quality food gourmet foods or
- Customer experience products something special
- Marketing - Products from small - Consumers looking to eat
producers more consciously
- National and international - Consumers looking for
Key Resources specialty food Channels better customer service
- Personalized and - Consumers that are willing
outstanding customer to pay higher prices than in
service supermarkets

- Product suppliers
- Landlords
- Transport companies

- One entrepreneur +
employees (if any)

- Retail store location
- Car or van

- Product stock

- Product knowledge

Cost Structure Revenue Streams

- Retail store's rent and utilities

- Products and logistics expenses

- Accounting expenses

- Entrepreneur and employee's salaries
- Customer acquisition costs

- Sales of products with a 100 % markup

Picture 11. Business Model Canvas for small food retailers in Finland showing how the

pandemic affects the different segments
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In the modified business canvas, green ticks indicate that such a segment did not
see any alterations due to COVID-19 or that the element inside the segment needs
to be improved or paid special attention. For example, the value proposition for
small retailers continue to be the same; it does not change. The same occurs for
their key activities and resources. In the case of elements inside a particular seg-
ment like channels, for instance, social media, a website, and digital advertising
were already existing ways for small retailers to communicate with and reach their
customers, but now they become indispensable. Red crosses mean the element
of the business model canvas is suffering from the crisis. Perhaps the best way to

visualize all these modifications is by collecting them together (Table 8).

Table 8. BMC elements undergoing changes due to COVID-19

Segment Element in BMC Challenges and opportunities
Customer looking to Although the trend Support Your Local was tempo-
Customer support local busi- rary, it provided a window of opportunity for these
Segments nesses businesses to acquire new customers. New similar
trends could emerge in the future.
Face to face cus- Losing in-person interaction with some of the cus-
tomer service tomers should not necessarily translate into cus-
Customer tomer attrition. The key lies in engaging those cus-

Personal assistance

Relationships tomers by employing other channels. Digital trans-

. . . formation of customer relationships is the only way
Social media, email
. forward.
and/or online support

Retail store Brick-and-mortar retail spaces lose importance in

the BMC, placing new value and emphasis on digi-

Social media

Channels tal channels such as a website or social media
e pages. Advertising is vital to reach customers that
Advertising are staying at home.

Key partners

Other entrepreneurs

Revenue

Streams

Catering services

New services

New services and collaborations between compa-
nies can also increase sales revenue and compen-
sate for the loss of income from services affected by
the pandemic.

Cost Structure

Costs of digital trans-

formation

While the impact of going digital is very positive, it
comes at a cost, and companies need to be ready
to embrace the expenses.
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The pandemic made some business owners decide to close their retail stores, con-
sequently losing their main channel to communicate and interact with their custom-
ers. Even those that kept their retail stores open shortened the opening hours to
some extent and needed to learn how to reach their customers in different ways.
While some customers continued to visit the store, many others migrated to use
digital services, placing new value and emphasis on other channels such as a web-
site or social media pages. Many entrepreneurs already used these channels be-
fore the COVID-19 crisis, but the pandemic shifted their importance practically

overnight.

As a consequence of retail brick-and-mortar spaces losing weight in the BMC, re-
tailers lose another element for establishing and maintaining strong relationships
with their customers: face-to-face customer service. However, business owners
should understand that losing in-person interaction with some of their customers
does not necessarily translate into customer attrition. The key lies in engaging
those migrating customers by employing other channels. Customer acquisition and
retention need to happen in-store with those who want to shop in person and digi-
tally with those who stop coming. This hybrid model requires the entrepreneur to
reflect on what makes their customers feel special in-store and try to replicate that

experience digitally to maintain a strong relationship with migrating customers.

Consumers looking to support local businesses emerge as a new customer seg-
ment resulting from the trend Support Your Local. Although many entrepreneurs
stated this particular trend was temporary, it provided a window of opportunity for
these businesses to acquire new customers. New similar trends could emerge in
the future, and it is essential to benefit from them. New opportunities also arise by
reinforcing new channels and ways to connect with customers. Although the cus-
tomer segments remain the same for the most part, there is a different customer
base within those segments that only operates digitally. For example, consumers
looking for gourmet foods might make purchasing decisions by looking up recipes
online. While the consumer is always a potential customer, it is impossible to en-
gage them, for instance, without an online store that uses featured recipes as a

marketing tool.

The implementation of new services can also increase sales revenue and compen-
sate for the loss of income from services affected by the pandemic. The previous
section explained how some entrepreneurs could thrive on innovative, tailored ser-

vices or by successfully collaborating with other companies. Because of
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coronavirus, collaboration and cooperation are now more critical than ever for sur-

vival, always provided they are carried out and planned effectively.

The latest data from the American management consulting firm McKinsey shows
that consumers are likely to keep the behaviors they have adopted amid stay-at-
home orders, such as more online shopping and fewer mall visits (Lee Yohn,
2020). At the time this thesis is written, there are no available studies from Finland
on how the COVID-19 crisis might affect consumer behavior in the long run. But
considering that we live in a globalized world and economy, it is safe to assume
that behaviors observed in other countries with similar economic structures and
occidental values may be shared across cultures. If Finnish consumers follow the
path of their American counterparts, small food retailers in Finland cannot afford to
wait for the world to go back to normal. They should embrace this business model
as their own and react quickly. As Suzy Taherian (2020), contributor for Forbes

wrote in a recent article about how businesses should respond to COVID-19:

CEOs are looking at alternatives to survive in this difficult economy and
wondering when their business will go back to normal. The answer is it’s fu-
tile to look back. Expect a new world. Look ahead and innovate. The ans-

wer is to pivot.

5.2 Recommendations for Coping With COVID-19 or Other Pandemics

The following recommendations are based and developed on a comprehensive
and objective assessment of the qualitative and quantitative data presented in this
document. As the coronavirus crisis is still unfolding, it is advised that small food
retailers implement them at once to be able to cope better during COVID-19. Best-
practice cases accompany each recommendation in the hope of providing practical
examples of proper strategic implementation. Recommendations are developed
and presented as a step-by-step guide to responding to COVID-19 or other pan-
demics when panic hits and entrepreneurs are most vulnerable to poor decision-

making (Picture 12).
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Keep Retail Store Open 1

Go)Digital Step by Step) °
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Picture 12. Recommendations for small food retailers to cope with COVID-19 or other pan-

demics

5.2.1 Keep Retail Store Open

Brick-and-mortar stores are the main channel for small retailers to connect with
and reach their customers. However, COVID-19 has changed consumer behavior,
pushing many to use digital services and away from physical retail locations. This
fast-changing customer behavior translates into a sudden loss of in-store custom-
ers, making many retailers struggle to stay relevant. At this point, many consider
closing their shops and waiting for the storm to pass or moving the business en-
tirely online. The retailer can decide to close the shop due to health and safety

reasons, or simply because they do not believe customers are returning soon.

While it is true that many consumers are migrating to use digital services, this study
shows that a large number continues to grocery shop in person. Although it is not
clear why some customers prefer face-to-face interaction with the vendors, it is
probably due to the intimate relationship with the shop and entrepreneur, which
makes the in-store shopping experience worthwhile. This research has found that
retailers that kept their stores closed during the first COVID-19 wave lost custom-
ers as a result. Moreover, customers that continued shopping in-store also seem

to have developed a stronger relationship with the businesses that remained open.

The vendor can choose how to be open according to their own resources and busi-

ness model, but the retail store must be open to keep that customer segment that
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wants to shop in person satisfied and loyal during the crisis. The role of the brick-
and-mortar store has lost relevance during the pandemic, but it is not obsolete,
especially in the case of small privately-owned stores. Not everyone is comfortable
using digital services, and business owners need to adapt their approach as
COVID-19 shifts their customers' priorities (Picture 13). Furthermore, brick-and-
mortar also deepens trust by its mere presence, hence strengthening, for instance,
digital channels. The rule of thumb is to keep customers engaged wherever they

are, and regardless of how they choose to interact with the company.

Business Model
Research Findings Goals

Changes
The role of the brick-and- Keeping customers that 1. Reimagine the in-store
mortar store is changing prefer shopping in store experience and the rela-
but is far from obsolete. engaged during the pan- tionship with customers
demic. shopping in person.

2. Reuvisit cost structure
and optimize business
hours and resources ac-
cordingly.

Picture 13. Business model innovation / Keep the retail store open

Nevertheless, there can be temporary changes to the retail store's opening hours.
If it is not financially possible to keep the same business hours, it is essential to
optimize operating hours depending on the resources available. In case the vendor
is unable to keep the retail store open, a compelling reason should be given to
customers explaining why the physical location is closed. For example, the vendor
or a vendor's relative belongs to the risk group. Furthermore, it is vital to strengthen
other channels to reach customers and compensate for the temporary store clo-

sure—more on this in recommendations three to five.
Best practice case:

During the first COVID-19 wave, a company examined which weekdays and hours

its customers were still coming to the retail store. They shortened their opening
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hours according to what they observed in order to be as efficient as possible staff-
wise. The store was not open like before, but the company managed to offer almost
the same services to customers that continued coming to the shop. In addition,
they processed online orders during the hours the store was open, consequently

never wasting time and concentrating all operations efficiently.

5.2.2 Communicate Effectively with Customers

Because of the customer intimacy of small businesses, customers buying from
small privately-owned food stores are almost like friends or family, and they want
to be informed about what is going on. The COVID-19 crisis has disrupted the food
retail industry and is forcing small retailers to innovate and pivot their businesses
to continue operating. If these companies do not inform their customers about the
changes in their services and products, many customers will likely become actively
disengaged. In this day and age, consumers do not want to search for the infor-
mation they need from a company. On the contrary, companies usually rush to let
their customers know their status and how they can continue to interact with them

in the event of operational changes.

Business Model

Research Findings Goals Changes
Vendor communica- Having a strong communi- 1. Reinforce all communication
tion failed in many cation strategy to: channels.
cases—success sto-
ries involved compa- a) keep customers en- 2. Foster customer relationships
nies that created ef- gaged regardless of the by collecting feedback and
fective two-way com- channels they use to com- listening to what customers want.
munication with cus- municate with the com-
tomers and adapted pany, and 3. Use feedback to revisit
to the new situation established strategies and make
day by day. b) foster a feedback cul- adjustments if needed. Some
ture to understand what is customer hints may be worth
working and why. implementing, like new services

or products.

Picture 14. Business model innovation / Communicate effectively with customers
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Equally important is to create effective two-way communication with customers.
Success stories examined in this study involve companies that are able to adapt
real-time to the new situation because they listen to what their customers want and
need without taking anything for granted. Being open to constructive feedback
makes them capable of adapting to the new situation day by day, pivoting their
business models progressively and making fact-based decisions along the way.
Hence, the benefit of communicating effectively with customers is twofold: in-
creases customer engagement and provides insight to navigate the crisis (Picture
14).

Therefore, it is of paramount importance that small food retailers realize the im-
portance of an effective communication strategy and act accordingly. Examples of
dos and don'ts in the context of coronavirus or other pandemics are presented in
the table below (Table 9).

Table 9. Dos and don’ts of vendor communication

1. Update business hours and company status using every channel the com-
pany uses to communicate with its customers (retail store, social media,
website, or other platforms like Google My Business). Keep the information
up to date and synchronized.

What to do 2. Actively try to reach customers and let them know what the business is do-

ing and how they can benefit from the new products of services.

3. Encourage customers to give feedback to understand what is working and
why. Research findings show that adaptability in real-time is essential to
success, but it is vital to know which direction to take.

1. Do not update business hours and company status only partly and hope for
customers to rely on a specific channel. It could lead to confusion and un-
pleasant situations where the customer does not know whether the com-
pany is operative and how.

What not to 2. Do not assume customers will spend time finding out what the business is

do doing to cope with the pandemic. Customers follow the path of least re-

sistance and will end up with a competitor if the competitor manages to en-
gage them first.

3. Do not develop new products and services without making sure to receive
feedback from customers. Create two-way communication with customers

to ensure that monitoring business model changes is possible.
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Adequate vendor communication was not a recurring theme in qualitative data, but
customer surveys showed that some customers were unhappy and dissatisfied
with their small retailers' communication strategies. Communication problems ob-
served during the study have to do mostly with entrepreneurs adopting a business
as usual approach to a situation that is nothing but unusual. For example, a com-
pany that communicates with 90% of its customers through the retail shop updates
its business information at the retail location but forgets about other channels. Cus-
tomers checking the opening hours online assume the store is open as usual.
When they gather enough energy to visit the shop amid the stay-at-home recom-
mendation, they find it closed. The business owner starts receiving feedback and
eventually updates the business hours on the website, but the damage is already

done, and the business loses a few customers.

In a normal situation, forgetting to update the business hours to social media or the
company's website may not have significant repercussions. But COVID-19 has
changed how communication happens between businesses and their customers.
By keeping its customers in the loop, a company sends the message that its cus-
tomers come first. If customers find out on their own, for instance, that their local
store has changed the business hours by standing in front of a closed shop, they
can feel the company does not care and consequently start looking for an alterna-
tive. Moreover, keeping customers informed also reminds them that the business

is still there and ready to meet their needs, which is vital in times of crisis.
Best practice case:

Opening hours and other critical information are up to date on the company's retail
store, website, and social media. The company's value proposition and actions to
tackle the pandemic and make life easier for customers are displayed clearly on
the website home page and social media pages. Every channel is synchronized
with the same information, which is also very easy for the customer to find. The
business also encourages customers to leave feedback in their website on new
products and services by offering them incentives for doing so. With a strong com-
munication strategy in place, the company can easily keep its customers informed
about the most recent developments and monitor how its customer base reacts to

the different adjustments.
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5.2.3 Go Digital Step by Step

COVID-19 is accelerating the digital transformation of the retail industry around the
world. In Finland, online grocery sales and home delivery services sky-rocketed
during the worst times of the pandemic. Recent studies previously mentioned in
this document show that, for example, the S Group and K group reported an in-
crease in online sales of several hundred percent. In the case of small food retail-
ers, research findings confirm that shift to digital services from consumers but re-

veal that some business owners still struggle to keep up.

Quantitative data revealed that online grocery shopping and delivery services were
considered of utmost importance for customers during the first wave of COVID-19.
Likewise, interviews with entrepreneurs show that business owners are aware of
the importance of eCommerce and digitalization. Yet, many lack the resources and
especially the know-how to achieve the necessary transformation. Furthermore,
there is no time for strategizing and establishing the required roadmap as the coro-
navirus crisis has accelerated the pace of change, and adjustments are needed

immediately.

Going digital may seem an evident approach, but a successful digital transfor-
mation requires careful planning and is usually underestimated. Digitalization also
comes at a cost that not every entrepreneur can afford or thinks that can afford,
especially in challenging times like the present. The digital transformation of big
retailers is also driving customer experience, and raising the bar on their expecta-
tions, adding pressure on small businesses to keep up. As a result, stress can lead

to hasty decisions that eventually lead to failure.

Because the transformation is necessary and has to happen quickly, small busi-
nesses need to keep it simple. In the current situation, simplicity can be a compet-
itive advantage, where the business owner focuses on identifying and solving one
specific problem at a time. Taking too broad an approach and attempting to lead a
full digital transformation in little time will lead to high costs, stress, and errors that

can eventually cripple the entire process.

Four phases are identified in the digitalization process of small food retailers (Pic-
ture 13). Different companies start at different stages in the digitalization process,
and the first step is to ascertain where the company is and establish the desired

goals.
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1. Awareness 2. Purchase 3. Retention 4. Acquisition

- Social media

ages - Online store - Active social - eCommerce
?Fagcebook media tools (Google
Insta ram), - Reviews Analytics and
9 - Blogs and Search
} Google - FAQ recipes Console)
iy B - Delivery - Promotions - Digital market-
} . Services ing (Google
WiEZD (eCommerce lo- - Newsletters Ads, social me-
gistics) dia Ads)

- Email address

Picture 15. 4-step process of digitalization of small food retailers

Research findings show that consumers buying from small retailers are most inter-
ested in grocery eCommerce and home delivery services. Therefore, the priority is
to implement such services in the shortest amount of time. During the research
process, it was observed that most retailers were only in the awareness phase.
The jump to phase two can be overwhelming as implementing an online store can
be much work. However, by keeping it simple and focusing on what really matters,

the transition can be smoother than expected.

Nowadays, eCommerce platforms simplify the process of creating a website and
allow the business to be operative online in just a few days. Besides, prices can

be quite competitive (Table 10).

Table 10. Top eCommerce platforms available in Finland

eCommerce platform Monthly Fee (Basic-Advanced)
Vilkas 19-48
iZettle 29
Visma 26,95 - 44,95
MyCashFlow 49 - 99
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Although these platforms offer plenty of features, small retailers only need to focus
on the very basics when creating the online store, which is having their products
online and offering delivery services. Once the store is online, the business owner
can gradually move through phases three and four while knowing that their cus-
tomer needs are already being met. Simplicity and taking a step-by-step approach

with clear goals is the key to avoid getting overwhelmed.

For businesses that are entirely dependent on their brick-and-mortar stores, the
first step is to join social media and guarantee their company has a digital pres-
ence. For those that are already selling their products and services online, devel-
oping channels for customer retention and acquisition can give them the necessary
edge over the competition. Each business can make progress at their own pace,
depending on the resources available. However, small retailers must keep moving

towards digitalization if they intend to stay relevant (Picture 16).

Research Findings Goals Business Model

Changes

Many customers have Going digital by follow- 1. Use digital channels to reach the
migrated to use digital ing the 4-step process new digital customer.

services. Having an of digitalization of
online shop and offer- small food retailers 2. Manage new customer relation-
ing home delivery ser- with particular atten- ships based on the new channels.

vices is a must for tion to reaching at

small retailers. least phase two. 3. Reshape cost structure based on

digital transformation costs and mon-
itor changes to other business model
segments: Business digitalization
can create new ways to generate
revenue, help reach a new customer
segment, reveal new possibilities for
collaborations, or even make
changes to the value proposition.

Picture 16. Business model innovation / Go digital step by step

Best practice case:

A small business owner saw an increase in online sales of a couple of hundred

percent during the first week of the pandemic. The online store had been live for a
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few years and was relatively outdated, but it was entirely functional. Despite the
good results, the entrepreneur thought that if customers migrated to online shop-
ping, a better webshop could render better results. It took only two weeks to rede-
sign the entire eCommerce site. Besides, the entrepreneur used a new eCom-
merce provider that offered even cheaper eCommerce solutions, thus saving fifty
euros a month. The new website was mobile-friendly and very easy to navigate.
New shipping options were added at checkout (home-delivery and pick-up). A rec-
ipe page featuring the company's products was created. When the redesigned
website went live, online sales jumped almost 600% with the same number of

unique visitors.

5.2.4 Do Not Rush When Implementing New Services

Being faithful to their proactive personality, entrepreneurs quickly developed differ-
ent strategies to cope with COVID-19 in the spring. However, research data ex-
posed that implementation failed in many cases due to fear-based and impulsive
decision making. Several examples of how execution failed were introduced during

the findings section.

Many good ideas, unfortunately, never prospered into tangible results. Luckily for
these small businesses, the state of emergency only lasted two months, and many
received financial aid that compensated for the loss of revenue during that time.
Nevertheless, entrepreneurs need to learn from past mistakes in order to be ready
should the same situation repeat itself. Moreover, the current situation cannot be
considered entirely normal, either. Some of the trends that gained traction during
the spring could have an enduring effect, therefore changing the retail landscape

permanently.

Optimization of resources and careful planning are necessary factors for the suc-
cessful implementation of new services. New services are indeed an essential tool
to reach customers during the pandemic. Still, the business owner needs to be
aware of what their implementation implies and whether they can be realistically
sustained in time. In almost all study cases, the new services offered are funda-
mentally the same. However, observed success stories involve entrepreneurs who
did not rush during the planning phase. On the contrary, they took their time to
observe the situation and gradually shifted strategies, learning from their mistakes

if these were made, and moving forward.
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Accordingly, the decision-making progress should be established considering a set

of ground rules (Picture 14).

1. Goal must be clear and
defined

2. Understand resources needed
Establish the objective to achieve for implementation

and decide which service to pro- Will the service be temporary or permanent?
vide.
Confirm the new service makes sense financially. Determine
the time and costs necessary for its implementation. If the

3. Ensure there is a clear service will be temporary, ensure that tangible results can be
collaborative framework in achieved quickly and do not overuse company resources.

place when engaging
in partnerships

‘ 4. Implement the service and monitor
Communicate expectations and

; . its performance
define the collaboration's goals.
Do not jump into partnerships
without making sure everyone un-
derstands what is at stake.

Navigating the pandemic means continuously adapting. In or-
der to successfully adapt is necessary to know and under-
stand whether the actions taken are working. It is better to
admit failure and learn from it than to sell a worthless product
or useless service.

Picture 17. Decision-making process when implementing new services

The ground rules are developed by putting the research findings into practice, and
they aim to serve as a starting point for small business owners to make sound and
timely decisions. Critical thinking is at the core of the strategy, and for it to work,
entrepreneurs need to think before they act next time they are facing chance. The
decision-making process starts by setting a clear goal or objective. Having a goal
encourages the business owner to take action and think about ways to resolve the
issue at hand. The goal can be, for example, having a new product available or

implementing new services to cope with the pandemic.

Implementation planning is the second part of the process. However, the plan does
not need to be very elaborated in itself. Planning refers to the fact that the entre-
preneur needs to think of the implementation's short and long-term implications.
Does it make sense financially? What are the resources required? Will the service
or product be temporary or permanent? What if it does not work? These are ques-
tions every business owner needs to ask themselves before jumping into the un-

known.
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The same applies to companies engaging in partnerships and collaborations.
While the idea of working together to overcome the challenge of the COVID-19
crisis is fantastic, rushing into collaborations without developing the necessary col-
laborative framework will eventually result in chaos and disorganization. It is es-
sential to communicate expectations, set common goals, and outline the roles

within the partnership.

Planning helps to move in the right direction and reduces the risks of failure. How-
ever, new services or products can fail for numerous reasons, especially during
uncertain situations like a pandemic. For this reason, monitoring and evaluating
the performance of implemented services and products is crucial to ensure the
results are satisfying. Research findings prove adaptability to be a critical success
factor. Surviving a pandemic requires indeed changing the business model de-
pending on the situation. But the process is gradual, and mastering the pivot re-

quires learning from mistakes and making the necessary adjustments.
Best practice case:

Instead of offering a standard home-delivery service and make customers adhere
to it, a small bakery tailored its services during the spring to attend its senior cus-
tomers. The bakery owners realized that some seniors were lonely under stay-at-
home recommendations and wanted to come in-person to the store, but they were
afraid to step indoors. However, others wanted to have goods delivered. As a so-
lution, they provided personalized services to each customer to make sure they
were attended in the most convenient way. Some people collected the orders
through the window, and others waited outside to be served. A lady would get her
goods home-delivered but would only open the door to collect them once she knew
the delivery person had left the building. By keeping a list of customers and their
priorities, they could attend everyone with not that much effort. The key was effec-
tive planning and the owners' ability to adapt to the situation day by day. The result

was a boost in customer loyalty.

5.2.5 Be Active on Social Media and Use Digital Marketing

It is argued throughout this thesis why going digital is more important than ever.
And consequently, going digital is also presented as one of the recommendations
for small food retailers to stay relevant during the pandemic; it is indispensable.

During the first wave of COVID-19, the internet became an essential tool to
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continue with life as usual, and social media became the way to be social in a time
where the recommendation was to stay at home. The increase in internet usage
and internet services also explains, for example, online grocery shopping trends,

among other favorites during the state of emergency.

In the case of small food retailers, the importance of using digital channels to inter-
act with customers in detriment of the traditional brick-and-mortar store is also dis-
cussed in detail in previous chapters. With a large number of consumers migrating
to use digital services, it is necessary to utilize these channels to reach them.
eCommerce is essential and makes it possible for consumers to purchase goods
and services online. However, companies usually use other channels, particularly
social media, to make their brands more personal and communicate with their cus-

tomers on a more personal level.

Therefore, it is recommended that entrepreneurs enhance their social media pres-
ence to maintain that level of intimacy with their customers and compensate for the
lack of face-to-face interaction at the retail store. Customer surveys did not reveal
social media as a critical factor influencing customer behavior. However, consum-
ers are not necessarily aware of social media's powerful subconscious effects, so
it is hard to draw any final conclusions as regards its true impact. Qualitative data,
on the other hand, showed that entrepreneurs who had been more active in social

media than normal affirmed having seen positive results in customer engagement.

Table 11. Recommended digital marketing strategies to use for customer acquisition

Digital Marketing Description Approximate Costs to Drive
Strategy 1000 visitors to website

Facebook Ads and Instagram Ads to reach

Social Media a targeted audience and drive visitors to a 70-100 €
social media page or website.
Google Ads to increase website or online
SEM shop visibility when consumers look for dif- 200-400 €
ferent products online.
Linking, using keywords and quality con-
SEO Free

tent in general help drive organic traffic to

website or online store.
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By tracking cookies, SEM or social media
. can be used to show ads to consumers that
Remarketing -
visited the shop but left without shopping,

hence retargeting potential customers.

Source: Researcher

While active social media is the right tool for keeping customers, digital marketing
is strongly recommended for customer acquisition. Although there are many online
advertising types, social media marketing, Search Engine Marketing (SEM), and
Search Engine Optimization (SEO) are deemed the most effective and simple
strategies (Table 11). A paid social media strategy helps reach a new, targeted
audience. On some occasions, a social media post can go viral and help the com-
pany in question to gain customers. However, big social media corporations do not
usually let companies grow their customer base without paying. Provided the goal
is to drive traffic to an online store or website, SEM and SEO help increase search

visibility in search engines like Google.

Creating quality content for the online store or website will increase visibility in
search engines and is completely free. However, it can take up to several months
for SEO to start working. If the goal is to reach potential customers quickly, a paid
advertising campaign can be up and running within hours. The cost of buying digital
ads varies depending on the goals intended to achieve and can be adjusted to the
company's budget. For example, according to the researcher's own digital market-
ing experience, a complete Facebook campaign can render positive results for only
100 € a month. A Google Ads SME campaign can be a tad pricier, but it targets
only potential customers that are already looking for specific products online. Tar-
geting non-English speaking countries is also cheaper when running SME cam-
paigns due to less competition for keywords. In Finland, running an AdWords cam-
paign with Google can be quite affordable because of how few people in the world

speak Finnish.

Therefore, it is recommended for small food retailers to, at least, be active on free
popular social media sites. Additionally, it is recommended that they examine how
their businesses are reaching the new digital consumer to determine whether a
digital marketing strategy is necessary. In interviews with business owners, it was
observed that many were reluctant to engage in paid marketing in order to cut

business costs. This reaction is understandable in terms of dealing and coping
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financially with COVID-19 and its effects. However, with many consumers going
digital, it is of paramount importance to reinforce all digital channels to improve

customer loyalty, retention and acquisition (Picture 18).

Business Model

Research Findings Goals Changes
With a large number Keeping customers 1. Reinforce all digital channels with
of consumers mi- that are no longer particular attention to social media.
grating to use digital visiting the retail
services, active so- store engaged and 2. A digital marketing strategy has a
cial media and digital acquiring new cus- cost that needs to be accommo-
marketing are critical tomers under pan- dated in the cost structure of the
elements in cus- demic control business.
tomer engagement measures.
and acquisition. 3. Monitoring digital marketing re-

sults is essential to understand its
benefits and its impact on the rest of
the business model. For example,
an increase in customer reach can
boost engagement and sales, help
the company establish its brand, or
even increase its value proposition.

Picture 18. Business model innovation / Be active on social media and use digital marketing

Best practice case:

A cheese shop gained popularity during the spring thanks to a series of Twitter
posts that went viral. The business owner had advertised in Twitter their newly
implemented home delivery service: The Cheese Taxi. Thanks to the Twitter cam-
paign, orders for The Cheese Taxi skyrocketed. The entrepreneur responsible for

the clever campaign was even interviewed by Helsinki Sanomat.

5.2.6 Evaluate Business Performance and Make Corrections if Needed

Evaluation of business performance after implementing business model changes
is always necessary. Such assessment becomes even more critical during situa-

tions such as the COVID-19 crisis, where the business landscape also experiences
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rapid changes. The ability to adapt and pivot the business models day-by-day has
been proven most effective by this research. This approach requires constant mon-
itoring of the implemented changes to clarify whether they work, making the nec-

essary corrections if needed.

The need for evaluation has already been mentioned throughout this section. In
every previous recommendation, the business hours, communication strategy, dig-
italization, new services, or marketing strategy must be continuously monitored to
establish whether the set objectives and goals are being achieved. Therefore, this
sixth recommendation intends to serve as a mere reminder of the importance of
gradual assessment of the implemented strategy. Mastering the pivot and success-
fully navigating the pandemic is an everyday job where business owners change

course along the way by making fact-based decisions.

How to effectively monitor business performance? Each business owner needs to
define what is to be measured and develop suitable KPIs accordingly. Because
each entrepreneur and each business are entirely different, there is no general rule
as to exactly what metrics will offer the best results. A good starting point, however,
can be measuring profitability and financial performance, as well as customer re-
tention and loyalty metrics. The crucial part is not to ignore any small contributing
factors that can indicate why a specific business model change might be or not be

working. The key to effective adaptability is efficient performance evaluation.
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6 DISCUSSION AND CONCLUSIONS

This thesis aimed to identify necessary business model changes in small food re-
tailers to cope more effectively with COVID-19 or other pandemics. Quantitative
and qualitative research was conducted to understand better retailers' response to
the crisis and whether the different actions taken and measures implemented were
adequate. The findings indicate that rushed decisions out of fear led to implemen-
tation and execution mistakes, eventually hampering performance and customer
engagement. Based on the results, a series of recommendations were produced

to help small retailers pivot in the right direction and go from survival to success.

Small independent retailers represent a very small part of the food retail industry
in Finland, which is probably why no research on the topic was available at the
time this thesis was written. Additionally, this study was carried out when the
COVID-19 crisis was still unfolding. The little information available solely focused
on examining emerging consumer trends during the pandemic and how they af-
fected top grocery store chains. This information, while being relevant to under-
standing the macro perspective of the retail industry during the crisis, is not useful
for small companies with business models completely different from large retail
chains. Therefore, this thesis intended to present new evidence for these small
companies to aid their decision-making process and master the pivot under the

circumstances.

A mixed-methods research design was chosen to answer the main research ques-
tion: What business model changes are essential for Finnish small food retailers to
survive the ongoing COVID-19 crisis or future pandemics? Firstly, qualitative re-
search in the form of interviews with business owners was conducted to determine
whether and how these companies had tried to adapt to COVID-19. Secondly,
quantitative data was collected by surveying small retailers' customers. The pur-
pose of the survey was to look at the evidence from the customers' viewpoint and
clarify why some entrepreneurs succeeded better than others at engaging with
their customers. The two different data sources were then cross-checked to find
patterns and clues about what specific business model shifts had worked better

and why, thus providing answers to the above-mentioned research question.

Qualitative research showed that entrepreneurs' response to the COVID-19 pan-
demic was right for the most part. Still, good ideas were poorly executed in many
cases, and rushed decisions led to mistakes that produced counterproductive re-

sults. Many business owners felt exhausted after making a monumental effort to
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implement new services or products that completely drained the company's re-
sources without rendering tangible outcomes. The findings were crucial to under-
standing the importance of adequate strategic planning and the mechanism behind

decision-making under extreme pressure in a fast-changing business landscape.

Quantitative data were used to evaluate how the different business model changes
implemented by small retailers had resonated with their customers. Data were also
used to support or debate some of the codes, themes, and hypotheses seen in the
interviews. It was clearly observed that keeping the retail store open, having two-
way effective communication strategy with customers, going digital, resource opti-
mization, and proper change monitoring and evaluation were critical factors affect-

ing the overall effective adaptability of small food retailers to the crisis.

Consequently, and based on the research findings, a series of six recommenda-
tions were developed for small food retailers to cope with COVID-19 or other pan-

demics:

1. Keep retail store open: Qualitative and quantitative data showed that re-
tailers that kept their stores closed during the first COVID-19 wave lost cus-
tomers as a result. Although numerous consumers migrated to use digital
services, this research found that many still preferred face-to-face interac-
tion. Having the retail store open is essential to keep that customer segment

engaged and loyal.

2. Keep customers well informed: Research findings proved that vendor
communication failed in many cases, hindering customer engagement. An
effective two-way communication strategy is necessary to let customers
know the company's status, learn how customers respond to business

model changes, and make adjustments along the way.

3. Go digital step by step: Digitalization was the most recurring theme in
qualitative and quantitative data. Because the transformation is necessary
and has to happen quickly, small business owners need to go digital keep-
ing it simple. The key is to identify where the company is in the digitalization

process and set clear and realistic goals to avoid getting overwhelmed.

4. Do not rush when implementing new services: Research data exposed
that implementation failed in many cases due to fear-based and impulsive
decision making. Optimization of resources and careful planning are nec-

essary factors for the successful implementation of new services. New
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services are indeed an essential tool to reach customers during the pan-
demic. Still, the business owner needs to be aware of what their implemen-

tation implies and whether they can be realistically sustained in time.

5. Be active on social media and use digital marketing: Customer surveys
and interviews with business owners unquestionably revealed the im-
portance of using digital channels to interact with customers in detriment of
the traditional brick-and-mortar store. Digital channels are necessary to
reach customers more than before and need to be properly developed as

part of the digitalization process.

6. Evaluate business performance and make corrections if needed: Eval-
uation of business performance after implementing business model
changes becomes even more critical during situations such as the COVID-
19 crisis, where the business landscape also experiences rapid changes.
The ability to adapt and pivot the business models day-by-day has been
proven most effective by this research. This approach requires constant
monitoring of the implemented changes to clarify whether they work, mak-

ing the necessary corrections if needed.

So, what business model changes are essential for Finnish small food retailers to
survive the ongoing COVID-19 crisis or future pandemics? Above all, the pandemic
has affected how these companies reach and communicate with their customers,
making it essential for every small retailer to rethink what channels to use and how
they want the relationship with their customers to be. Digitalization drives the major
changes and is responsible for the loss of importance of traditional channels like,
for example, the brick-and-mortar store. Furthermore, the pandemic and conse-
quent shift to digitalization can also bring changes to the cost structure, provide
new revenue streams, or even uncover a new customer base. However, the real
answer to the research question is in the recommendations presented in this the-
sis. As a whole, the recommendations provide a comprehensive look at the specific
business model adjustments necessary to master the pivot and thrive during a
pandemic. Nonetheless, the essential business model changes are different for
each company—each business owner must look at the recommendations and de-

cide which ones fit better their situation, strategy, or goals.

To better understand the implications of this study, it is recommended to carry out
further research on the topic once the COVID-19 pandemic is over. Analyzing how

small retailers adapt to the post-coronavirus world could uncover new information
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on how small businesses manage change in times of crisis. Further, It was also
observed that factors such as age or having a foreign background affected decision
making and entrepreneurs' attitudes towards the crisis. These topics were not
pursued further in this thesis but are also considered a good starting point for

further research.

This thesis unveiled the realities of running a small independent retail business in
a pandemic world. The research found and addressed critical issues in
entrepreneurs' response to the crisis, especially with regard to strategic planning.
Change management and especially digitalization proved essentials for surviving
in such extraordinary circumstances. A list of key recommendations was produced
based on the research findings to guide these companies through the necessary
business model changes. The hope is that this thesis will serve as a survival guide

for those companies that might need it.
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APPENDICES

Appendix 1. Interviews with business owners

Have you continued to operate during this time? YES/NO Why?

Do you have now (after the first wave of Covid-19) the same number
of customers as before the pandemic? Why do you think that is?

Do you think being open/closed has made you get or lose customers?

Did you get financial support from the government?

If answers YES to first question:

What percentage of your normal capacity you continued to operate
during the pandemic in terms of services, products, staff and days
open?

Have you modified your business model during the crisis? Why yes or
no? What specific actions did you take? Did you implement new ser-
vices? What are they? Did they work and why in your opinion?

Did you advertise your business during the pandemic? What kind of
advertisement did you use?

Will you continue to offer the same services in the future? Why yes or
no?

Do you expect customers' behavior to return to how it was before?
What would you do in the event of a second Covid-19 wave?

Is there something else you would like to add?

If answers NO to first question:

Do you continue to offer the same services now? Are you doing some-
thing new?

Do you expect customers' behavior to return to how it was before?

Would you close again in the event of a second Covid-19 wave?

OWN NOTES:
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Appendix 2. Customer survey

We are researching customers' shopping behavior in small grocery stores during
the corona pandemic. The following questions apply only to small, independent
food retailers, such as small specialty stores in market halls or traditional brick and
mortar shops. The questions do not concern your shopping behavior in large or
medium-sized grocery store chains, such as those from S- or K-group. When an-
swering, please think only of your shopping habits concerning these small busi-

nesses.

1. Did you continue buying from small food retailers during the first wave of
Covid-19 (March-April 2020)?

0 Yes, same as always
O Yes, but less than before
O No

0 Other

2. If you answered "No" to the previous question—Could you explain shortly
why?

0 Supermarkets made shopping easier (lots of products from the same

place)

0 | was trying to cut back spending and small food retailers normally

offer high-end products
0 | did not feel safe visiting smaller shops
0 My local vendor was closed during the pandemic
0 | do not really know why

0 Other
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3. If your local vendors were closed during the first wave of Covid-19, are you
buying from them now? Or did you find a new shop/supplier during that

time?

0 | continue buying from the same vendors as before
O For some products | have found new suppliers

0 Other

4. Factors that influenced my buying decision from small food suppliers during

the first wave of Covid-19:

(1 = Strongly disagree 5 = Strongly agree)

The personal relationship with the entrepreneur o o o o o
Tried to support small local businesses o o o o o
Active social media g o o o O
Easy-to-use website o o o o o
Digital marketing (Facebook, Instagram or Google Ads) o o o o O
Traditional marketing (ads in newspapers, radio ads) o o o o o

Possibility to safely order food delivery, takeout and groceries [ [1 [ [ [J
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5. | used the following services when buying from small food suppliers during
the first wave of Covid-19:

O

| visited the shop

0 Home delivery services

O Pick-up services

O Recipe boxes (kauppakassi)
0 Online grocery shopping

0 Ordering by phone or email

0 Other

6. | could have bought more from small food suppliers if the following services
had been better:

(1 = Strongly disagree 5 = Strongly agree)

Opening hours o o o o O
Hygiene and safety at the shop o o o o O
Possibility to safely buy food online o o o o O

Vendor communication (for example, information about open-

ing hours)
A selection of products fitting to the circumstances o o o o o
Possibility to have food home delivered o o o o O

7. What would you recommend your local vendor to improve in the event of a
second Covid-19 wave? What services or products would you appreciate

most? Comment freely.



