
A C T A  U N I V E R S I T A T I S  L O D Z I E N S I S

FOLIA OECONOMICA 17, 1982

Kalevi Piha *

SOCIAL AND ECONOMIC IM PLICATIONS OF THE CHANGE 

IN THE DISTRIBUTION SYSTEM IN FINLAND

1. DISTRIBUTION SYSTEM

Trade is a sub-system  of society, the  task  of w hich is to elim inate 

th e  differences in place, quan tity  and tim e betw een production and 

consum ption l . I t  reflects trends in the developm ent of the  society w ith 

th e  d istribution system  having to ad just itself to the changes in the 

so c ie ty 2. The struc tu re  of the d istri-

bution system  acts as a m echanism  of 

ad justm ent.

The distribu tion  system  can very  sim ply 

be described as a flow of goods betw een 

producers and consum ers w here wholesale 

an d  re ta il trade  have functions of their 

own. In  general, we are used to analyzing 

a n y  distribu tion  system  from  a point of 

view  of the in tegration system s in d istribu-

tion, nam ely th a t of wholesale and retail 

trade; but also consum ers have a function 

of specific im portance in the d istribution 

system  of trade, as seen in figure 1.
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Fig. 1. A general mo-

del of th e  d istribu tion



The purpose of this paper, on one hand, is to in te rp re t effects of 

changes in the distribution system  on the social and economic s ta tu s  

of consumers, and, on the o ther hand, to evaluate the role of consu-

m ers as a p art of the distribution system. W ith regard to changes in 

the d istribution system  the analysis is based on researches on prospects 

of home trade  in F inland by 1990 3.

2. BACKGROUND OF THE CHANGE IN DISTRIBUTION SYSTEM

In 1960 the GNP share in F inland was 10.0 per cent, and by 1975 it 

increased to 10.3 per cent. During the  following fifteen years it is 

estim ated to rem ain on the present level. In 1975 the share of wholesale 

trade was 5.1 per cent, and th a t of reta il trade 5.2 per cent. By 1990 

the share of wholesale trade is estim ated to increase to 5.4. per cent, 

and at the same tim e the share of re ta il trade will decrease to 4.9 per 

cent.

To understand the changed sta tus of a consumer, the social and 

economic changes th a t have taken place in society in the last few de-

cades have to be taken into acco u n t4. They have effects on the m ar-

keting situation of a firm , and fu rth e r  on the distribution system  de-

scribed in figure 2.

The global environm ent exerts an influence on all activities in the  

society. The natu ra l system  has been changed into a hum an system  

w ith  sophisticated culture, h igh-standard  technology, and varied va-

lues. This m eans a new m arketing situation, to which a firm  has to be 

adapted over and over again. This can be seen as changes in the d istri-

bution system. Factors of dem and can be derived from  the changes in  

the s tructu re  of the society. They can be classified as location of po-

pulation, dem ographic factors, socio-economic factors, and consumption 

and buying habits of p eop le5. They have a strong influence on the 

system  of d istribution in trade.

Location of population as a factor of dem and means regional chan-

ges, such as urbanization and concentration of population in the indu-

strialized areas of a country. It moulds the a ttitudes and the behavior
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Fig. 2. Factors influencing the d istribu tion  system

of consumers. It is a basis of a new style of l iv in g 6. In F inland these 

a reas  include the southern and w estern  parts of the  country. Sixty 

per cent of the  F innish population live in urbanized areas, and over 

e ighty  per cent in southern  Finland.

Demand also varies according to the dem ographic factors of the po-

pulation. Demand depends on the struc tu re  of age and sex, size of 

fam ily and curve of living 7.

In  F inland the percentage of aged people is becoming larger and 

larger, so th a t more than  ten  per cent of the population are now pen-

0 E. J. K e l l e y ,  M arknadsföring i det m oderna sam hället, Stockholm  1969, 
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sioned, in some places even 20 per cent. Young consumers are im por-

tan t because they  are  the forerunners of a new sty le of living ■.

Socio-economic factors, such as changes in education, occupational 

s tructure , and income have an influence on the  social sta tus of people. 

The standard  of living is rising and m ore and m ore consum ers are  able 

to satisfy their needs on a h igher level®. In  F inland academic education 

is comm oner than  in  any o ther country , the  occupational struc tu re  of 

society has changed to respond to an industrialized society, and the 

prosperity  of the country  has increased.

Changes in  the s tructu re  of society can be seen in  the behaviour 

of people, viz. w hat choices consum ers m ake in their everyday con-

sum ption, and how consum ers m anage w ith  th e ir everyday shopping. 

A rising standard  of living resu lts in a dim inishing share of necessities 

in consumption, such as food and textiles, and an increasing share of 

alternatives, such as cars, household machines, and leisure tim e ser-

vices 10. The developm ent in F inland has been just the same.

A considerable num ber of private cars and a new retailing  techno-

logy have given chances to buying centres and superm arkets outside 

the city  n . It has changed the buying habits in Finland, to a conside-

rable extent, as evidenced by a new  em pirical r e p o r t12.

Sim ilar observations of the  behaviour of consum ers can be m ade 

also on the basis of the  statistics concerning the developm ent of reta il 

trade in  Finland.

3. STRUCTURE OF SALES IN  RETAIL TRADE

The economic and social developm ent of the F innish society is 

clearly  reflected in the s truc tu ra l changes of re ta il trade sales from  

1952 to 1974. They are presented w ith  regard  to everyday products and 

special products separately.

Everyday goods are m uch the same as K irkpatrick’s convenience
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Fig. 3. D evelopm ent in  sales of everyday goods in  departm en t stores, and  food 

and  non-food shops during  1952—1974

The curves disclose c learly  the  following tendencies:

a) The share of everyday goods of p rivate  consum ption is decreasing 

slowly. It confirm s a h igher standard  of living w hen everyday goods 

represen t a sm aller share in the satisfying of hum an  needs than  be-

fore.

b) The decreasing share of sales of food and non-food stores gives 

evidence of the so-called shop-death. It is connected w ith  regional 

changes of society when villages in the countryside are  losing th e ir  po-

pulation to cities and industria l centres.

c) A departm ent store — incl. super m arkets and au to-m arkets — 

is an expanding channel of d istribution th a t has come to replace the

1S C. A. K i r k p a t r i c k ,  Advertising: Mass C om m unication in  M arketing  

New Y ork 1964, p. 5.

goods 1S. They can be divided into two groups, i.e. food and non-food 

goods. In official statistics they  can be separated  very  roughly accor-

ding to store types. It can be seen in figure 3.



traditional next-door store. The share of sales of departm ent stores is 

predicted to grow over the next fifteen years because of the fact tha t 

they will increase their assortm ent into the field of special goods.

Special goods correspond largely to K irkpatrick’s shopping goods 14. 

They have been divided into five groups of branches according to the 

official statistics. There are big differences betw een the branches as 

seen in figure 4.

“ K i r k p a t r i c k ,  op. cit., p. 5.



On the  basis of the  curves representing  the  m ain special branches 

of special goods th e  following conclusions can be draw n:

a) The sharp  rise in  sales of cars and car services represents in 

itself an industrialized and mobile society. I t  constitutes a basis for 

new  channels of d istribu tion  and m akes the consum ers free to choose 

w here to buy. The share of car business continues to grow so th a t by 

1990 it w ill account for m ore th an  25 per cent of the to ta l re ta il trade.

b) The share of household m achines, electric appliances and electro-

nic devices is rising slightly  and the trend  goes on in  the fu ture. I t  is 

a proof of the rising standard  of living and also reflects new  values in  

the  society.

c) The same im plication holds good also in the  case of heterogeneous 

group of o ther stores offering special goods, such as spirits, cosmetics, 

jew ellery  etc. Together w ith  the slow ly growing branch  of fu rn itu re  it 

reflects best the  new sty le of living, which w ill value free tim e, beauty, 

and pleasure.

d) However, the share of tex tile  and shoe stores is decreasing, a t 

the  beginning of the period very  sharply, and for the  fu tu re  m ore 

slowly. A decreasing share can be accounted by the fact th a t n a tu ra l 

m aterials, such as wool and silk, have been replaced by synthetic  fa-

brics 15. On the o ther hand, m ore a tten tion  will be paid also to th e  

design of everyday w ear and purchases will be m ade a t h igh-standard  

s to re s 16.

4. VOLUME OF SALES IN RETAIL TRADE

Shares of sales by branches re fe r to the h ierarchy  of consumption 

in society. Volumes of sales, on the o ther hand, refe r to the buying 

potential of consumers, which follows the grow th of GNP th a t in F in-

land during 1961— 1975 has been 4.5 p e r cent a year. Volumes of sales 

are predicted to develop as presented  in table 1.

The branches, w hich are predicted  to  grow m ost strongly, i.e. cars 

and car services, fu rn itu re  and carpeting as w ell as household m achi-

nes, electrical appliances and electronic devices rep resen t the  objecti-

ves of w ell- to-do people who emphasize the quality  of life.

15 B. S. L o e b ,  The Use o f Engel’s Law as a Basis fo r Predicting Consumer  

E xpenditures, „Journa l of M arketing” Ju ly  1955, pp. 20—27.

u  P. M a r t i n e a u ,  Social Classes and Spending Behavior. The Environm ent 

of M arketing M anagem ent by R. J. Holloway and R. S. Hancock (eds.), New York 

1974, p. 199.
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T a b l e  1

Volumes of sales by branches in re ta il trad e  in 1974, and predictions for th e

years 1980, 1985 and 1990

Sales in Billions of Marks
Yearly growth 

1974-1990 
in per cent

Branch
1974 1980 1985 1990

Department stores, food
23.1and non-food shops 14.9 17.9 19.9 2.8

Textile and shoe shops 2.2 2.5 2.8 3.2 2.5
Household machines, 

electrical appliances, and
5.8electronic devices 2.8 3.7 4.7 4.6

Furniture and carpeting 0.7 0.9 1.1 1.5 4.4
Cars and car services 6.9 9.6 12.3 15.5 5.2
Other special stores 4.4 5.1 6.1 7.2 3.2

Total 31.8 39.1 46.9 56.3 3.6

The branches, on the o ther hand, which are predicted to grow more 

slowly than  average, i.e. food and non-food products, tex tiles and 

shoes as w ell as other special branches, refe r to the dim inishing signi-

ficance of the type of living in the old-tim e society.

The same tendency can be seen also in the figures concerning the  

quan tity  of personnel in re ta il trade, and the num ber of stores and 

shops in d ifferen t branches. This m eans th a t the level of services in 

retail trade  will decline considerably.

5. CONSUMER AS PART OF THE DISTRIBUTION SYSTEM

5.1. L O G IS T IC  A C T IV IT IE S  T R A N S F E R R E D  TO  C O N S U M E R S

Trends concerning the grow th of shops during 1964— 1974 prove 

th a t branches like cars and car services, household machines, electrical 

appliances and electronic devices are in progress, w hereas tex tiles and 

shoes, and food and non-food goods have decreased in num ber, as seen 

in figure 5.

It is expected th a t the num ber of stores in reta il trade  will — in 

general —  dim inish by 1.7 per cent a year during 1975— 1990. There 

are  m arked differences betw een the d ifferen t branches. In  the food and 

non-food branch  a big reduction is expected in the num ber of stores, 

nam ely 40 per cent by 1990. Also the tex tile  and shoe branch will 

have sm aller sales prem ises, the reduction am ounts to about 30 per



cent. The increase in o ther branches, incl. car business, will be much 

sm aller — if any than  until today.

This developm ent, the so-called shop-death, is a severe problem  in 

Finland, w here it is associated w ith people moving from  the country-

Fig. 5. T rends in  the  num ber of shops by branches in  re ta il trad e  d u rin g

1964— 1974

-side to urban centers. For those who stay it m eans worse services in 

satisfying th e ir daily needs than  before. These people are compelled to  

carry  out activities for which trade has originally been responsible.

Two handling activities in particu lar, have been transferred  to con-

sumers. One is the transport of goods, the o ther is the storage (of 

goods).

F irst of all consum ers m ust sometimes trave l far to buy w hat they  

need, and are  thus made responsible for the tran sp o rt of goods. This 

involves ex tra  costs in tim e and money for consumers.

Secondly, consumers tend to buy products in big quantities and 

keep them  fresh for a long tim e before using them. Now consum ers are  

responsible for storage of goods. This involves ex tra  costs in quality  

(e.g. food) and money (e.g. refrigerator).



S.2. T R A D E  S E R V IC E S  T R A N S F E R R E D  T O  C O N S U M E R S

Tendency in the grow th of personnel in retail trade  is m uch the 

same as th a t in the num ber of shops. B ranches representing the mo-

dern  type of living gain m ore sales people, and branches representing  

the trad itional type of living lose them . In general, the personnel in 

to ta l reta il trade is expected to dim inish by 0.2 per cent a year during 

1974— 1990.

A lthough the reduction of re ta il force is not very big, it m eans i r  

any case deteriorated  services in re ta il trade. It is associated w ith  the 

crisis of profitability  in firms. Personnel service in stores will be com-

pensated for w ith o ther alternatives.

There are  two alternatives to m ake up for the shortage of labour 

in re ta il trade. One is part-tim e labourers, the o ther m echanization of 

shop work, i.e. self-service. Both m eans of rationalization lessen the

S h a re  ot p a r t -  

time workers



am ount of personnel services in shops. This m ight be called „contact- 

-dea th”.

There are big difference by branches in the dem and for part-tim e 

labour in reta il trade. Typical features can be seen in the developm ent 

during  1969— 1974, as seen in figure 6.

I t seems apparen t th a t the  possibilities for the use of p art-tim e help 

differ very  m uch from  branch to branch. I t depends p artly  on the  va-

riations in dem and, p a rtly  on the professional skills requ ired  in certa in  

branches. In  any case, the  use of part-tim e labour in re ta il trade  is 

predicted to increase considerably in the fu tu re , as presented in 

tab le  2.

T a b l e  2

S hare  of part-tim e labour of hom e trad e  (%)

Forecast
Home trade 1975

1980 1985 1990

Retail trade 14.8 19.0 22.0 25.0
Wholesale trade 1.9 2.0 2.2 2.4

Thus the num ber of half-skilled  or unskilled sales personnel in 

shops will increase, Custom ers have to m anage on th e ir  own w hen 

shopping.

The self-service system  m eans th a t m ost activities associated w ith  

the selling process in shops w ill be transferred  to custom ers. They 

m ust actively acquire the  necessary inform ation about goods. They seek 

suitable a lternatives of the  products available, and compare prices and 

qualities. They m ake decisions, collect goods, even pack them . All these 

steps belonging previously to the sales personnel, in the new delivery  

system  belong to the consumer.

The self-service system  has rapidy expanded in F in land  as w ell as 

in  o ther Scandinavian countries. See figure 7.

It seems apparent th a t there  is a peak in the curve a fte r which the 

increase of self-service shops will not continue. In  F inland w here the 

need of rationalization still prevails it is predicted th a t th is peak will 

not be reached until 1985.

To accomplish the self-service system  there are th ree  kinds of steps 

of rationalization in retail trade. There are  technology, packaging and 

the  ground-plan of the  shop. M odern technology has brought w ith it 

refrigerators, refrigeration  rooms and autom atic weighing-m achines in 

shops. It has introduced also autom ation in stock and cash control. The 

consum er m ust be able to m anage w ith  these technological devices.

Development in the field of packaging is a basis for the  self-service 

system . The most im portan t functions of packaging are protection,



S w e d e n

Fig. 7. T rends in th e  developm ent of the self-service system  in the food branch  

in  Scandinavian  countries d u r ing 1960—1975

identification, sales appeal, and econom y17. They give the necessary 

inform ation for a custom er to close the  purchase. Sales personnel is not 
needed.

Design of the ground plan of a shop is also an im portant prerequisite 

for the self-service system. To find the commodities a w ell-planned 

thoroughfare in the shop m ust be designed. It m eans decisions concer-

ning shelves on the walls as well as stands and point-of-purchase m a-

terials in the middle 18.

This m erchandising activity  is p art of advertising which has been 

developed to replace personal service in the buying process.

It has to be born in mind th a t rationalization of any kind of tech- 

nology is expensive and heavy investm ents are needed to make use of 

it. Still it is expected tha t the level of autom ation will increase in the 
future.

17 K i r k p a t r i ck,  op. cit., pp. 93—94.

w K i r k p a t r i с k, op. cit., p. 291.



6. CONCLUSION
I

Changes in society are basic factors determ ining consum er demand. 

The d istribution system  is influenced by the location of people, dem o-

graphic factors, socio-economic factors, as well as consum ption and 

buying habits of consumers. A p art of the d istribu tion  system  also 

involves consumers.

The stru c tu re  of sales by branches in re ta il trade  reflects the  con-

sum ption s tructu re  of the whole population. In  addition one volume of 

sales reflects the buying potential of consumers. According to the offi-

cial statistics in F inland it is easy to ascertain  tha t there  are branches 

in reta il trade, like cars and electric household machines, which rep re-

sen t a fu tu re  life-style, and branches, like food and non-food retailing  

as well as textiles and shoes, which refer to the standard  of living of 

yesterday.

The role of consum ers as p art of the d istribu tion  system  is a con-

spicuous feature  of the new situation. It is associated w ith  the decreasing 

num ber of shops and personnel in home trade. Therefore, consum ers 

have to take responsibility for some activities in the d istribu tion  pro-

cess which originally are  perform ed by retailers. T ransport and storage 

of logistic activites as w ell as inform ation acquisition, collection of 

goods, and packaging will be transferred  to custom ers. The solution is 

a self-service store, a symbol of mobile society and high technology.

K alevi Piha

SPOŁECZNE I EKONOMICZNE IM PLIK ACJE ZMIAN W SYSTEMIE 

DYSTRYBUCJI W FINLANDII

W opracow aniu dokonano oceny w pływ u zm ian w  system ie dystrybucji 

w  F inlandii na społeczną i ekonom iczną pozycję konsum entów ; przeanalizow ano 

także ro lę konsum entów  jako elem ent system u dystrybucji.

Zm iany w  tym  system ie rozpatrzono na podstaw ie prognozy rozw oju handlu  

w ew nętrznego w  F in landii do 1990 r., k tó ra  zakłada w zrost ro li hand lu  h u rto -

wego, kosztem  detalicznego, w procesie tw orzenia p roduktu  narodow ego b ru tto. 

Dużo’ miejsca poświęcił au to r rów nież czynnikom  kształtu jącym  system  d y stry -

bucji zw racając szczególną uw agę na przew idyw any przyszły w zrost roli konsu-

m entów  jako in tegralnej i sta le rosnącej części system u dystrybucji.


