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THE DISTRIBUTION SYSTEM IN SWEDEN

This paper forms part of an OECD project which addressed the issue of
the structure and change in the distribution systems of seven QECD countries.

The paper gives an overview of the distribution system in Sweden for the
period 1970-88. Next, it addresses the question of the static and dynamic
efficiency in the distribution sector, as well as its competitive structure.
The latter aspect is illustrated by a set of market structure indicators.

Ce document fait partie d’un projet de 1’0OCDE qui avait pour objet
1’analyse de la structure et des changements dans les systémes de distribution
dans sept pays de 1’OCDE.

Cette étude donne une vue d’ensemble du systéme de distribution en Suede
pendant la période 1970-88. Ensuite, sont discutées les questions liées a
l’efficacité du systéme en termes statiques et dynamiques, ainsi que le type de
compétition. Ce dernier aspect est illustré par un ensemble d’indicateurs sur
la structure de marché.

Copyright OECD, 1993
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CHAPTER I THE ECONOMIC AND DEMOGRAPHIC BACKGROUND

1:1 GDP and private consumption

The growth of GDP and its components in Sweden (as in most OECD countries) was much
slower in the 1970s and 1980s, compared with the earlier post-war period. Between 1970 and
1987 it grew by about 1.8 % per year, compared with about 4% annually in the 1960s. The
growth of private consumption was considerably smaller and was lower than for GDP. In the
period 1970 - 1987, private consumption grew by about 1.7% annually. Accordingly, private
consumption’s share of GDP declined from 52% to 50%, reflecting a more rapid growth in public
consumption. The development between 1970 and 1987 is illustrated in the figure below:

Figure I:1. GDP and private consumption in Sweden, 1970-1987
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The share of different goods in total consumption did not, of course, remain stable during the two
time periods. A classification into durables, semi-durables, non-durables and services (see
Figure 2a) shows that consumption in the period 1970-1987 rose particularly fast for durables and
semi-durables; +75 percent and 48 percent respectively. The increases for non-durables and
services were 12 and 42 percent.



In the case of specific commodity groups, the share for food declined from 26 to 21 percent of
total consumption during the period. At the other end of the scale, the share for "Culture and
Entertainment” and "Transport Services" both increased by about one percentage point per
five-year period, reaching 12 and 17 percent respectively in 1987. (See Figure 2b).

Figure I:2a-2b. The share of different goods in private consumption, 1970-1987
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1:2 Demographic factors.

The age structure of the Swedish population does not differ much from the OECD average. The
population is divided into the three categories "youth", "economically active" and "old" people

which are shown in the table below:



Table I:1 The age structure of the Swedish population at December 31st 1986

Age -17 18—64 | 65—

Number 1835 3 067 1477
% of

population 22 60 18

Source: Official Statistics: Population.

Sweden differs slightly from other countries by having an unusually large part of the population
in the labour force: 85.9% of all men (and 80% of all women) between 16 and 64 are
economically active. At the end of the eighties, 2.2 million men and 2 million women were
classified as "employed".

Sweden also differs from many OECD countries in some other respects. The country is very
sparsely populated, the population is, to a very high degree, concentrated in urban areas and
finally, the country is very small in terms of GDP and population numbers. The table below
shows population per km? in Sweden compared with that in other European countries.

Table I:2 Population density in some European countries, 1986

Sweden 19
Norway 13
Denmark 119
Belgium 325
France 100
Greece 75
Nehterlands 355
Portugal 111
Spain 76
UK 230
Germany (FRG) 245
Austria 90
Italy 190
Western Europe 155

Source: Official Statistics: Population.



The low population density is of vital importance for the structure of distribution and trade in
Scandinavia. The land area is great; populaton small and spread over vast territories.
Accordingly, markets are small and transport costs high, a situation which, of course leads to
high concentration (and a low degree of competition) in both production and trade.

The small population is somewhat compensated by the high degree of urbanisation in Sweden.
Over 83% of the population live in what are defined as localities, i.e. densely populated urban
areas. However, these are, by international standards, very small. There is only one centre with
around 1 000 000 inhabitants, another 4 have populations of between 100 000 and 500 000, and
13 between 50 000 and 100 000. The average population size for the 1 800 localities in the
-country is close to 4 000 persons, The exact distribution is shown in Table 3.

Table 1:3 Localities of different size in Sweden, end-1986

200 — 500 — 2000 — | 10000— ! 50000—1 Al
Inhabitants 499 999 { 9999 49999 ,
No of ‘
localities 692 691 327 ‘92 18 1820
Mean
population 322 982 4308 20249 151994 3796
% of total |
population 3 8 17 22 33

Source: Official Statistics: Population.

Seventeen per cent of the population live in rural areas. Table 3 shows that close to 50% of the
total population live in rural areas or in localities with less than 10 000 inhabitants. The figure
15 000 can perhaps be accepted as a mean figure and as the "average" locality in Sweden.

Finally, it must be remembered that Sweden is a very small country with about 8 million
inhabitants. Even if GDP per head is fairly high, the economic density (measured for instance
by purchasing power in ECU/km?) is low. Economically and demographically, Sweden is as big
as Paris. Geographically, it is of the same size as Spain or France.

CHAPTER II THE DISTRIBUTION SYSTEM IN SWEDEN
II:1 Sectoral value added
Existing statistics do not allow us to calculate production (value added) for retail and wholesale

separately. Added together, the trading sector grew parallel to GDP as indicated by the table
below:




Table II:1 Value added for retail and wholesale trade, 1970-1987

( 1970 1975 1980 1985 1987
Value added l
Mill SEK ‘ 43 266 51 104 54 228 56 563 60 685 -
1980 prices |
Per cemt of |
GDP Jt 15 15 14 15 15

'Prod_ucers price

Source: Official Statistics, Statistiska meddelanden, serie Nationalrikenskaper.

The share of GDP has, as shown by Table 1, been remarkably stable during the last 20-year
period; at around 15 %. This is, perhaps, not surprising considering the rather stable relationship
between consumption and GDP. Historical data also confirm that the relationship has been stable,
at least since the end of the Second World War. In the case of Sweden, it seems that the figure
of 15% has the status of an economic "law", irrespective of changes in prices and technology.

II:2 Retail trade

I1:2:1 Statistical sources

There are four different statistical sources for the retail trade sector: three in official statistics
(Official Statistics "Enterprises”, "Trade" and "National Accounts") and one private research
institute, (HUI, The Trade Research Institute, Stockholm). Unfortunately, the figures published
by the four sources are not identical. Consider, for instance, the figures for the number of outlets

in retail trade.

Table I1:2 Number of outlets in retail trade according to different sources, 1989

SOURCE:
SOST SOS FA HUI
No. of sales 45 500
Units (62 210)* 76 250 (38 000)*
No. of firms 68 433

SOS T = Official statistics Trade
SOS FA = Official statistics Enterprises
HUI = Private Research Centre (Handelns Utredningsinstitut)

* = "proper retail trade" (see Table II:5).



The figures for the number of firms given by the official statistics are, in general, much higher
than those given by the research institute, HUL. The main reason is that the official statistics
include all registered firms, while HUT tries to calculate the number of operating firms. From the
figures given by official statistics, HUI subtracts those with zero employees and zero (or less
than zero) value added tax. As seen the difference is about 40%.

In this report, we will accept the figures given by HUI as the most representative figures. One
problem is then that HUI figures exist only for the last few years, and when we want to illustrate
longer time series, we have to recalculate the figures from official statistics.

Another problem is that statistics are not equally available for all levels of analysis. The situation
in the case of retailing is much better than wholesaling. For retail trade, statistics cover five
different levels which are described in the following table:

Table I1:3 Retail trade. Different statistical levels

(i) Operating firms

(ii) Proper retail (=(i) minus public monopoly, car and gasoline trade, see Table II:5)
(iii)  Shops (=Sales from ordinary shops=(ii) minus sales from Kiosks, local markets etc)
(iv)  Retail trade in everyday commodities

) Grocery trade (= (iv) minus trading in clothes etc.).

7

Existing statistics are most detailed for the grocery trade. In addition, there exist several special
surveys of this sector. Interest in the food distribution system rose considerably in the late 1980s
as a result of a lively debate on the causes of the high food prices in Sweden.

II:2:2 Sales, 1970-1989
The share of different branches in 1989 and developments between 1976-1989 are shown in the
table below. The increase in sales has been particularly rapid for "Bicycles and Sport Equipment”,

"Optics and Jewellery" and "Flowers". Sectors with a declining share of trade are "Tobw.cco and
Newspapers”, "Books and Magazines" and "Other clothing".

10



Table I1:4 Turnover in retail trade sectors 1976-1989. Index, 1970=100

SECTOR
No Name 1976 1980 1989 MSEK 1989
1. Food stores 175 253 559 109 130
2. Perfume and
personal care 156 259 659 1196
3. Tobacco and |
Newspapers 151 215 324 4 045
4. Books and Magazine 155 243 485 4 203
5. Flowers 211 331 806 3386
6. Ready made clothes 179 266 598 24 182
7. Shoes 175 278 559 = 4296
8. Other clothing 177 245 450 4674
9. Furniture 188 259 632 16 422
10. Radio/TV sets 212 261 611 9617
11.  Domestic appliance 211 240 540 4 480
12.  Cameras and photo 236 382 862 2 207
13. Bicycles and sport 220 393 994 9522
14.  Optics and gold 224 365 927 5 456
15. OTHER, incl. dept.
stores - - - 60 879
TOTAL 184 263 563 264 145

Source: HUL Detaljhandelns struktur och omsittning 1989.

The largest single sector in 1989 was naturally the food trade with 40 % of total turnover.
Clothes and shoes represent about 10% and furniture about 5%. The share for (non-specified)
department store trade is only about 12%.

I1:2:3. The number of shops

If we accept the figures given by HUI (see earlier section) on the number of sales units, we have
the following distribution for the different categories.

11



Table II:5 The number of (operating) sales units in retail trade 1989 according to category

No of Total Sales 1989 Sales per

shops MSEK indl VAT wnit MSEK
Public Retail Trade 1196 28 383 23.7
Chemist's 854 10 631 12.4
Liquor stores 342 17 752 51.9
Non-public Retail Trade 44 304 364 874 8.2
Automobile trade 2B18 79 530 26.8
Fuel and gasoline 3486 35 705 10.2
Proper retail trade 38 000 249 639 6.6
Total retail trade 45 500 393 257 . 8.6

*IMSEK = 150 000 ECU

Source: HUI. Detaljhandeins struktur och utveckling 1989.

There is a great difference in sales per sales unit, from over 50 million SEK in the state liquor
stores (the State has a monopoly in alcohol trade in all Scandinavian countries except Denmark)
doiwn to about 6-7 million SEK (1 million ECU) in "proper” retail trade stores. There is also a
great difference with respect to numbers of sales units. According to the table, there are ten times
as many outlets selling cars as there are shops selling alcohol. (Actually, there are another 4 000
units selling cars periodically; small repair shops etc.) Assuming that there are 1 800 localities
in the country, there is one liquor store in every sixth and one drug store for every second
settlement. For each locality there are two automobile shops and two gasoline stations. Finally,
there are about 5 grocery stores and about ten other specialist shops.

In total, there is about 1 drug store per 10 000 persons, 1 liquor store per 25 000, 1 gasoline
station per 2 500, and 1 grocery store per 1 000. Average turnover is around 1-1.5 million ECU
per year, except for liquor stores where average sales are six times higher and the automobile
trade where sales are three times as high. Of course, the figures give a very crude picture of retail
trade in Sweden, but the core figures: 1 shop per 200 persons, yearly sales at 1 million ECU per
year, are proper guidelines for international comparisons.

II:2:4 Firms and employees, 1970-1988

The total number of employees was shown in the preceding section. It is also possible to
calculate the number of employees per sales unit (in retail trade) which is shown in Table II:6.

12



Table II:6 Retail trade: No of employees per sales unit, 1970-1988

1970 1973 1983 1988
No of
firms 28312 29042 44212 | 47161
Retail : »
trade Employees |
per 10 10 6 6
firm '

Source: Official Statistics: Enterprises.

The table shows a drastic fall in the number of employees per sales unit in the late 1970s. The
explanation for this is not, as is usually the case, a declining number of employees, but an

increased number of firms. It is generally acknowledged that the statistics before and after 1983
are not perfectly comparable, but the trend towards more firms is visible in both series. The

figures reflect an increased specialisation durin
for immigrants to take over many small sho

otherwise have been closed down.

I1:2:5 Size distribution

g the late 1970s and early 1980s and the tendency
ps (especially in the grocery sector) that would

The size distribution with respect to the number of sales establishments and turnover are
displayed in the table below.

Table I1:7 Number of sales establishments and share of turnover in different size classes,

1985 (See table I1:2 for comparisons with other statistics.)

Turnover MSEK
Size Class —0.4 0.5-1.9 2.04.9} 5.0-9.9 10—24.9 25 —
No of units 31 146 20 199 8 242 3227 1932 815
Turnover 5132 21 309 25 642 22 466 29 663 44 081

Source: Official Statistics: Trade.

The size distribution is (as expected) very uneven. The majority of sales establishments are very
small and two-thirds of the number of firms represent no more than 15% of turnover. The

13



