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Abstract 
This essay is investigating the increasing Swedish garment export during the pe-
riod 1997-2003. Despite a long-lasting national production decrease and stronger 
global competition Swedish designed clothing are exported at higher rates than 
ever. The hypothesis that this increase is due to increased trade and changed 
production stage specialization is investigated.  

The theory used to investigate this is basic trade theory including Hecksher-Olin 
and New Trade theory with a focus on comparative advantage and specialization. 
This is completed with production theory that is particularly relevant for the gar-
ment industry: product and price competition, fashion cycles and vertical spe-
cialization.  

Trade, production and labor data is analyzed according to this and the main re-
sults are based on the unit price development: exports had a much higher 
growth in unit prices than imports. This is indicating that Sweden has a revealed 
comparative advantage in capital intensive production stages, a fact further sup-
ported by high education levels and high production value per worker. The in-
dustry has chosen to focus on product competition rather than price competition 
and has managed to shorten its product cycles in order to better exploit the fash-
ion cycles. In some garment groups the image is more complex and one of the 
main theories of a design heavy garment such as jeans being the core of the suc-
cess is revised. The export success is to a large extent due to an increasing spe-
cialization in the industry’s strong areas. 



 

 

Kandidatuppsats inom Nationalekonomi 

Titel:  Svensk klädexportsucce: en analys av Sveriges export av 
färdiga klädesplagg 

Författare: Maria Eriksson 

  Malin Karlsson 

Handledare: Charlie Karlsson, Professor 

  Lina Bjerke, Ph. D Candidate 

Datum:  2007-06-04 

Nyckelord: Klädhandel, design, specialisering, modecykler, produkt- och 
priskonkurrens 

JEL-koder: F12, F14 

 

 
Sammanfattning  
Den här uppsatsen undersöker tillväxten av Sveriges export i klädindustrin från 
1997-2003. Trots att Sveriges klädproduktion har minskat i flera år och 
globalisationen tränger sig på så går svenska design plagg på högexport. Vår 
hypothes är att ökningen härstammar från ökad handel och specialisering i 
produktionsleden.  

Teorier vi har använt för att undersöka fenomenet är grundläggande 
handelsteorier så som Hecksher-Ohlin och New trade theory med fokus på 
komperativa fördelar och specalisation. Vi har valt att komplettera med 
produktions theorier som vi känner är relevanta för klädindustrin: produkt och 
pris konkurrens, mode cykler och vertikal specialisering.  

Handels-, produktions- och arbetskrafts- statistik har analyserats och 
huvudresultaten är baserade på utvecklingen av enhetspris: exporten har en 
högre tillväxt i enhetspris än importen. Detta indikerar att Sverige har en 
uppenbar komperativ fördel i de kapitalintensiva produktionsleden, detta 
bekräftas ytterligare genom höga utbildningsnivåer och en hög produktion per 
arbetare. Den svenska klädindustrin har valt att fokusera mer på 
produktkonkurrens än priskonkurrens, den har också lyckats med att minska sina 
produktions cykler för att unyttja marknaden bättre. I en del grupper är bilden 
mer komplex och en av våra huvudteorier var att jeans stod för stora delar av 
exportsuccen, denna teori fick vi dock avfärda. Vad vi kom fram till var att stora 
delar av exportsucceen kommer  ifrån en ökning av specialiseringen. 
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1 Introduction 
In February 2006 newspapers were filled with reports about the Swedish design 
wonder and new, sky high export numbers, once again breaking any old re-
cords. The graphs were all telling the same story: Swedish designed clothes and 
apparel are more internationally popular than ever.  The success is one of many 
faces, both global mass producer H&M and young small scale producers grew 
and helped to increase export values (Dagens industri, 2007). In the years 1997-
2003 Sweden's garment export value increased with 67.1% compared to the na-
tional average (including all goods) of 31.9%. Some garments shone even 
brighter with t-shirts in the top one placement with an export value growth of 
amazing 179%. The share of garment exports relative to all other goods increased 
from 0.58% to 0.74% and the unit value of exports relative to unit value of im-
ports increased with 14.3% compared to the national average of 3.3%.  Although 
the period was good for Swedish exports in general, the national trade surplus 
increased 6.3%, the garment industry's trade deficit decreased with 14.8%.  

The import patterns also changed substantially during this period. The unit price 
of imports only increased with 6.4% compared to the national average of 15.8% 
while the import volume increased with 25.1% compared to national average of 
20.5% implying cheaper international unit prices. The international market has 
developed very much during the last twenty years: increasing global communica-
tions and the subversion of the Multifibre Agreement1 are forcing garment actors 
around the globe to adapt to new production patterns. Asian low wage exporters 
gain market shares at the same time as production cycles are shrinking in order 
to meet fluctuating demands (Baden, 2002). At the same time, Swedish produc-
tion, geographically concentrated to the Western part, is continuing to decrease. 
Although it has proven sustainable during earlier difficult times through good 
market contact and adaptability, it now faces ever larger threats from the global-
isation (Dahlin-Ros, 2002). This essay is focusing on how the Swedish garment 
export industry managed to survive and prosper in this environment. Despite 
thirty years of constant production decrease, Sweden's garment exports has dur-
ing the last years continued to increase and is as shown above now an increas-
ingly important part of the export portfolio. This thesis will test the hypothesis 
that it is not national production that has accomplished this success but rather 
successful specialization in capital and knowledge intensive production stages 
such as design and a changing division of labour. The essay will also investigate 
if the industry has managed to profit from a good utilization of global economic 
movements through production restructures such as outsourcing or off-shoring.  

 

                                       
1 Ended formally in 1994 when the Agreement of Textiles and Clothing (ATC) was introduced to 

remove all trade barriers in a four step plan until 2004 (Buelens, 2005).  
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1.1 Research problem  
As international low wage competition have made Swedish garments production 
more and more unsustainable, actors in the market has been forced to adapt. Na-
tional production sites have closed down and employment continues to decrease, 
but garment export values are reaching new record levels every year. Sweden 
has managed to adapt to the changing international environment and has main-
tained and even strengthened a strong international position.  

How has the Swedish garment industry done this? Through what measures have 
actors taken advantage of these changed patterns? This thesis will try to find out 
how this has been possible. The first step on this path is to acknowledge that the 
change can only come from three different sources, variables affecting exports, 
international production inputs (imports that are re-exported) or national produc-
tion. These factors will be examined in view of possible influence changes that 
could help to form plausible explanations.  

Considering exports; has the destinations of different kinds of clothing changed, 
either in terms of style or production target (men or women) or both? Does Swe-
den have a comparative advantage to other nations' goods in terms of preference 
and in that case why? What kind of clothes are exported and is there any particu-
lar groups that are outstandingly successful? In that case, have the total export 
share of these groups increased? Have other countries experienced the same de-
velopment of their exports from for global increased consumption or is it only 
Sweden, i.e. has Sweden's share of exports increased or decreased compared to 
OECD-countries? 

Considering imports: is the industry still importing the same kind of goods from 
the same countries? There have been considerable movements in the industry on 
a global level with discussions of import quotas and employment conditions, has 
this affected imports? Are imports to a larger share re-exported? Are the import 
partners different from the export partners or are the trade characterized by intra-
industry trade? 

Finally, has national production changed in terms of specialization, quantity or 
quality production increases? Is it the same kind of production or has Sweden 
specialized in one production stage? In essence, what factors can be accounted 
for when explaining the Swedish garment industry's recent export success? 

1.2 Purpose 
The purpose of this thesis is to analyze the Swedish exports of ready-made cloth-
ing (garments) during the period 1997-2003 with respect to export values and 
volumes, national production data for different product groups as well as input 
content and destinations and origins where needed. 

1.3 Definititions 
The garment industry is referring to the production of ready-made clothing in-
cluding all kinds of garments but not shoes or accessories unless otherwise stated 
in the text (for further details see Analysis and appendices). Design is referring to 
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the first step of the production process where the appearance of the garment is 
aesthetically decided.  

1.4 Outline  
As a base for the analysis trade theory including Hecksher-Olin and New Trade 
theory will be described in the following section. Following this are some indus-
try relevant production theories such as product- and price competition, fashion 
cycles and vertical specialization.  

The analysis starts with a survey of the used data and continues with different 
aspects of the data in connection with theory. Starting with comparative advan-
tage followed by specialization, a section on a trend divergence, vertical speciali-
zation, new trade theory, fashion cycles and finally product and price competi-
tion.  

Finally the main conclusions and suggestions for further research are narrated fol-
lowed by references and appendices containing specifics on data classifications.  
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2 Trade Theories 
This section includes different trade theories, product cycles, price and product 
competition and vertical specialization. We are here trying to outline different 
theories that could help us to explain Sweden’s export boom.  

Starting from the beginning with basic trade theory David Ricardo introduced the 
concept of comparative trade in the early nineteenth century. A country has 
comparative advantage in producing a good if the opportunity cost of producing 
that good in terms of other goods is lower in that country than it is in other 
countries, Ricardo believed that these differences were brought by technology. 
What the Ricardo model states is that trade between two countries can benefit 
both countries if each country exports the good in which it has a comparative 
advantage (Krugman 2006). 

2.1 Heckscher-Ohlin model  
The label neo-classical trade theory refers the theories in which the trade flows 
between nations are based on comparative advantage, resulting from technologi-
cal differences or from factor abundance. In the Heckscher-Ohlin model com-
parative advantage is determined by cross-country differences in the relative 
abundance of factor endowments. It also uses some additional assumptions, such 
as perfect competition, homogeneous goods, production with constant return to 
scale, no transport cost associated with the trade of goods, and mobility of factors 
of production between industries, but not between countries. Since the factor 
abundance theory of trade is one of the most influential ideas in international 
economics, it has been subject of heavy empirical testing. The theory states that 
the country that has abundance in capital will be an export of capital-intensive 
goods and an importer of labor-intensive goods. For example, according to the 
Hecksher-Ohlin model Sweden as a capital-intensive country should also export 
capital-intensive goods, such as high-end fashion and designer garments. But ac-
cording to Leontief paradox this is not the case. In 1954, Leontief found that the 
U.S the most capital-abundant country in the world exported labor-intensive 
goods and imported capital-intensive goods (Krugman 2006). 

2.1.1 The Balassa index of revealed comparative advantage 
It is difficult to measure comparative advantage and by that testing the Heck-
scher-Ohlin theory.  Balassa (1965) suggests that it may not be necessary to take 
into consideration all factors that are influencing comparative advantage. He sug-
gests that comparative advantage may be ‘revealed’ by observed trade patterns 
that are assumed to reflect both relative costs and differences in non-price fac-
tors. Balassa reasons that cost differences reflect the availability and cost of raw 
materials in material-intensive commodities, whereas, for instance, labor costs 
appear to be the major factor determining the comparative advantage in textile 
products. Balassa derived an index that measures a country’s revealed compara-
tive advantage (RCA) in the trade of a particular product/industry by the share of 
that product/industry in the country’s total exports relative to the prod-
uct/industry’s share in the total world export. Thus, the aim is to identify whether 
a country has a ‘revealed’ comparative advantage rather than to specify the un-
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derlying sources of the comparative advantage. The index can be presented as 
follows:  

RCAij= (xij/Xj)/ (xiw/Xw)                                                                                                 (1) 

where, RCAij is the revealed comparative advantage index for industry i of country 
j, xij is exports of industry I of country j ,Xj is total export of country j ,xiw is the 
world export of industry i, and Xw is total world exports. 

If the value of the index exceeds unity, it is interpreted that the country has a re-
vealed comparative advantage. In other words, the industry’s share in the coun-
try’s total exports is greater than its share in the world trade. If the value is less 
than unity, the country is said to have a comparative disadvantage in the prod-
uct/industry. 

2.2 New Trade Theory 
New trade theory is complementary to neo-classical trade theory; it says that the 
reason for trade between countries in new trade theory does not depend on 
comparative advantage. The starting point for new trade theory was the fact that 
a very large part of international trade takes place between countries with very 
similar factor endowments. This trade is not, as the neo-classical trade theory 
would predict, inter-industry (exporting garments in exchange for cars) trade but 
intra-industry trade (exporting garments in exchange for garments). Krugman de-
veloped this model further by taking in the concept the “love-of-variety”. The ba-
sic insight can be illustrated as follows. Suppose there are two countries of equal 
market seize, which have the same endowments, technology and garment pro-
ducing firm. In a factor abundance model these countries would not trade. Both 
firms make various types of garments under increasing returns to scale for each 
type. In autarky both firms produces each three different garments, which means 
that the industry as total has six different garments, or six varieties, of garments. 
The varieties are imperfect substitutes and preferences are such that consumers 
always prefer more varieties. The rationale for trade in this model is the combina-
tion of increasing returns to scale at the firm level and the love-of-variety effect in 
consumers’ preferences, which is an externality not taken into account by firms. 
The opening up of trade means that the garment production per variety can in-
crease as the larger market makes it profitable to expand the scale of production, 
by doing that the prices per variety will decrease. There are then two positive 
welfare effects. First, the decrease in price means that workers/consumers will 
end up with a higher real wage. Second, consumers are able to consume more 
varieties, which increase welfare through the love-of-variety effect. Then by in-
troducing transport cost to the model the direction of trade is no longer estab-
lished because the concentration of production implies that countries will be net 
exporters of those varieties for which home demand is relatively high. This is de-
pendent on increasing returns; in a world of diminishing returns, strong domestic 
demand for a good will tend to make it an import rather than en export, this is 
known as the home-market effect (Brakman et.al, 2006). 
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2.2.1 Linder Hypothesis  
An early approach to trade in manufactured goods was that of Linder (1961) he 
was in contrast to the other theories pushing the role of demand. Linder realized 
that consumers with similar per capita incomes consume similar bundles of 
goods. By just not serving domestic customers, firms would eventually export to 
countries with similar per capita incomes since those countries would experience 
similar demands. Individual firms will create products based on demand, and 
there will be a two-way trade in manufactured goods between two similar coun-
tries as each firm sells its good in both markets, in other words intra-industry 
trade. Linder means that the fact that both countries might have same capital-
labor ratios now actually encourages trade in the category of manufactures 
(Larch, 2007). 

Markusen (1986) has investigated the Lindertype trading pattern (trade concen-
trated among the capital-rich industrialized countries) and says that trade emerges 
if capital intensity in production is correlated with high-income elasticity of de-
mand in consumption. The capital-rich West specializes in textile goods, but also 
spends a large fraction of its income on these good due to its high per capita in-
come. On the other side, the East spends a large fraction of its income on its own 
export good. Markusen showed that the degree of non-homogeneity increases in 
a well defined way, and the absolute level of trade between West and East in-
creases. 

2.3 Product Cycles 
Economic history may be depicted and interpreted as a moving spectrum of 
product cycles such that each product group is gradually transformed from prod-
uct to price competition and finally enters a state of obsolescence. The leading 
regions of the world economy tend to increase their share of product competi-
tion, while price competing activities are phased out rapidly and relocated to 
more peripheral regions in the national and the international economy.  

An enterprise that introduces a new type of good or service will gain a “head-
start” in the market which last for as long as it takes for existing or emerging 
competitors to find efficient imitations. Product competition has the characteristic 
of constituting the first third or the firs half of a product’s life cycle. Hence, brand 
whose activities are continuously dominated by product competition must always 
start new product cycles at the same time as they sell out the right to produce 
and sell products that are on their way into their maturity phases. Successful 
product development leads to growing product cycles, where the market volume 
increases, the product becomes standardized and the production process auto-
mated with lower unit costs as a consequence. As the market expands, export in-
creases and competitive pressure increases, the possibilities for moving produc-
tion to new locations also increase, because both the product and its production 
process have become standardized. In Sweden the textile industry started with 
moving the factories to Finland, after that it was Portugal and now India. The in-
dustry wants to place their production where wage-payment are low, it is nowa-
days possible to move the production very far away since both the transport and 
contact kost has decreased due to the globalization. Then during the maturity 
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phase, price competition sets in with gradually increasing cost hunting as a 
measure to keep market shares and to avoid losses (Karlsson, Larsson, 1990). 

2.3.1 Fashion Cycles  
According to Pesendorfer (1995) the meaning of fashion is to “facilitate differen-
tiation of "types" in the process of social interaction”. The demand for new de-
signs is stemming from the wish of agents to interact with the "right" people. But 
fashion is also accompanied by a series of actions of constant innovations, in 
which new designs are developed at sometimes large cost only to be replaced by 
other designs. With the arrival of every new design, previous fashions become 
outdated.  
According to Pesendorfers model is the product sold a durable2 good of which 
the consumer can use exactly one unit at a time. The production cost is zero, so 
the producer's only cost is designing the product. As times goes the designer has 
to lower the price of the dress since he cannot continue to maintain a high price. 
The dress is therefore sold to more “low” types, and thereby containing of the 
"in" and the "out" groups change over time. Eventually the "in" groups will be so 
large that it becomes worthwhile for the designer to create a new dress, which 
can be sold at the high price again. By innovating, the designer introduces a new 
“in” value and by that destroys the value of the previous design. Pesendorfers 
model predicts a cycles where every event is the inevitable result of earlier 
causes of fixed length. For large fixed costs, fashion cycles are long. To get back 
the fixed cost, the designer has to sell the fashion at a high price, which in turn 
requires that the design stays fashionable for a long period of time, and that 
means that an enough long time of period must pass between innovations. If the 
fixed costs are small then the cycle is short because it goes quicker to recover the 
costs. In the limit, for zero fixed costs, the designer will create a new fashion 
every period. 
 
According to Pesendorfer can competition have a suprising effect when it is ap-
plied to fashion goods. He says that competition intensify the fashion’s ability to 
separate types. Under competitive conditions fashion cycles will be elitist which 
implies product compeition, while under monopoly they may be egalitarian and 
more focused on price competition. A crucial factor in the competition between 
designers is the average “quality” of their customers. A designer whose clients are 
mostly “low” types (price competition) will be less attractive to potential buyers 
than a designer whose clients are mostly “high” types (product competition). Pe-
sendorfer also showed that if a designer tried to expand number of customers by 
aiming for “low” types, the average quality of his customers may collapse, since 
“high” types will then switch to other designs that are not associated with “low” 
types.  
 

                                       
2  A manufactured product that can be used over a relatively long period without being depleted 

or consumed. 
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2.4 Product and price competition  

2.4.1 Product competition 
Product competition signifies that the individual supplier competes by elaborating 
and customizing the attributes of his product. Innovation is a prerequisite for 
product competition. It is market behavior where the individual supplier uses a 
combination of the characteristics of his product as his most important measure 
to attract customers to himself and away from his competitors, in the garment in-
dustry the designers always have to be one step ahead to be able to sell their 
collections, no one wants old news. The characteristics of  a garment not only 
cover its material obligations and visual personality, but also the way in which 
the product is delivered as well as the services provided before, during and after 
the delivery. The price is in no way unimportant during product competition but 
it is not the supplier’s primary competition parameter. Rather we might say that 
the price of every delivery is a result of the actions in the form of customization 
and attribute quality that the supplier is able to carry out. One important step in 
product competition is the search for and the retainment of customers with wide-
spread purchasing –power and with clear preferences concerning the characteris-
tics and quality of the product they demand. Many high-end fashion designers as 
Gucci and Prada knows how large production they should have because they 
know the shopping pattern of their customers. We can claim that a brand that 
operates in a market where product competition usually has: 

• close contact with its customers and produces after ordering 
• great opportunity to influence the price of its products 
• well-established and well-functioning information channels to discover 

news and innovations in connection with their markets and their products 
• Product development and knowledge handling as important competition 

parameters (Karlsson & Larsson, 1990). 

2.4.2 Price competition 
Price competition signifies that the producer sells a standardized product and 
competes by adjusting its price downwards, stores like H&M and Vero Moda all 
selles very standardized garments with very similar prices. We assume that price-
competing products have their origin of design in products that were earlier 
characterized by product competition. The reasons for such a development is a 
large increase in demands and technique improvements that make it possible to 
standardize the product, and to lower the unit cost significantly through and in-
creased scale of production. Companys with a large volume of standardized gar-
ments are often specialized in selling export markets, in particular, in small coun-
tries. As their products are standardized, the price level will determine how suc-
cessful their sales will be. Such a market has the characteristics of price competi-
tion, cost hunting and increasing survival problems (Karlsson & Larsson, 1990). 
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2.5 Vertical Specialization 
The traditional models of trade theory mostly discuss specialization of final 
goods. This means that if a country specializes in the production of clothing, the 
fabrics to the clothes are also produced in that country. This is not the case with 
most goods, specially not clothes since it is an intermediate good. Clothes are 
goods that are produced in one industry (fabric, textile) and used as input in 
other industries (fashion). Clothes are transformed through the production proc-
ess into goods of greater value.  

Vertical specialization means that a country can produce raw cotton and export it 
while the other country may produce clothing with imported raw cotton. The 
traded goods under specialization are final goods as well as raw materials (San-
yal, 1983). 

The traditional idea behind vertical specialization across countries is the devel-
opment of factor price differences in the world economy, placing skilled labor-
intensive stages of operation in a skilled labor-abundant country and unskilled 
labor-intensive stages at appropriate locations. Through this, the production 
process is split vertically between different countries and the split productions are 
located appropriate in accordance with the countries’ factor endowment (Lüthje, 
2006). 

2.6 Summary 
The preceding section has described different trade theories, product cycles fo-
cusing on price and product competition but also vertical specialization. We are 
going to use these different theories to see if they can confirm our hypothesis: 
that there has been a shift in Sweden from labor-intensive to capital-intensive 
production stages. By looking at the reveled comparative advantage using the 
Balassa index we can see if we have a comparative advantage in the garment in-
dustry. We will also take a closer look at fashion cycles through price- and prod-
uct competition. Finally we will investigate vertical specialization, how well have 
we sliced up the value-chain? What are the effects of specializing in different 
steps of the production? In the upcoming analysis we will look at different export 
and import data from the garment industry to see if we can find the core for the 
Swedish garment export boom.  
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3 Analysis  
Most of the data is collected by Statistics Sweden (SCB) and considers the years 
1997 and 2003. The trade data describes export and import values and volumes, 
import origin and export destination. The national production data describes 
production values and volumes, employment, wage, and level of higher educa-
tion.  

The garment groups classified according to SNI-97 and SNI-02 (Svensk närings-
grensindelning) are at a five digit level and describe patterns on an industry level. 
The groups treated are all groups concerning ready-made clothing excluding 
leather garments and fur clothing (see appendix 2 for detailed information). The 
reason for the exclusion of leather and fur clothing is the belief that there is a 
considerable difference in market properties for these two groups compared to 
the others and that they are not relevant for the purpose of this study. Two other 
industries with close connections to the garment production industry that are also 
dealt with are design 74.842 (in SNI-02 72.872) and garment wholesale trading 
51.420.  

Since industry statistics alone is not sufficient to answer the questions about trade 
issued in this essay, additional information about specific product groups will be 
used. The groups are strategically selected according to our believed importance 
in the issue investigated. This data is classified according to CN (Combined No-
menclature) and follows the standard on international customs data collection 
(see appendix 1 for details). 

In addition to this, OECD trade data from United Nation's database Comtrade is 
used. This data is classified according to SITC (Standardized International Trade 
Classification) revision 3 and consider all product groups classified under 84, 
Clothing and Accessories (see appendix 3 for details).  

3.1 Important issues concerning data 
Some data has not been possible to retrieve with the desired details. The gross 
production data for calculations of specialization has not been possible to re-
trieve at a lower level for the years considered. This is also the issue with labor 
cost data that are including the product groups excluded (leather and fur cloth-
ing) that we believe are not really relevant for our purpose. This is noted below 
the tables concerned.  

The time is another smaller issue. The time period considered is chosen due to 
data availability and is believed to be good with respect to business cycles. It 
does show some rather remarkable figures in some areas that will be investi-
gated, but this may not be the overall long-term trend.  

The OECD data is considering all garment groups classified under 84, which in-
clude the irrelevant groups leather garments, fur products and accessories. The 
time consuming task to separate the relevant from the irrelevant data in this set 
was not interpreted as justified to its minor role in this study.  
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3.2 Data 
The Tables 3.1-3.4 are the base for the major part of all calculations and graphs. 
It describes major product groups imported and exported for 1997 and the 
change up to 2003. The benchmark represent total national data. It is intended to 
give the reader a brief introduction to the Swedish garment trade and acts as a 
reference to many of the following claims this essay will make.  

 

Table 3-1: Swedish garment import data 1997 and change 1997-2003, SNI-97 clas-
sified. 

 IMPORT 1997   

 Value thousands 
SEK

Value of all 
%

Volume thousands 
Kgs 

Unit price 
SEK/kg

Socks 630 956 4.1 5 049 000 125.0
Tricot garments 1 965 469 12.9 11 297 000 174.0
Work clothing 451 325 3.0 2 930 000 154.1
Garments, men 2 537 296 16.7 13 537 000 187.4
Garments, women 3 266 528 21.5 15 190 000 215.0
Shirts, underwear, 
men 2 304 354 15.1 16 385 000 140.6

Shirts, women 881 992 5.8 3 941 000 223.8
Bras 355 145 2.3 807 000 440.1
Underwear, women 560 112 3.7 3 055 000 183.3
Other garments 2 269 881 14.9 12 902 000 175.9
SUM / MEAN 15 223 057  85 093 000 201.9
Benchmark 475 938 050  62 296 593 000 7.6
     

 IMPORT ∆ 1997-2003   

 Value SEK Value % of 
all Volume Kgs Unit price 

SEK/kg
Socks 20.7 -0.2 7.7 12.1
Tricot garments 10.4 -1.7 10.0 0.3
Work clothing 62.8 0.8 60.8 1.2
Garments, men 15.2 -1.6 11.2 3.6
Garments, women 30.4 0.5 40.6 -7.3
Shirts, underwear, 
men 52.9 3.1 32.3 15.5

Shirts, women 2.7 -1.1 -14.1 19.6
Bras 42.0 0.3 21.0 17.3
Underwear, women 21.9 -0.2 31.4 -7.2
Other garments 27.7 0.1 34.6 -5.1
SUM / MEAN 23.9  25.1 6.4
Benchmark 39.5  20.5 15.8
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Source: Statistics Sweden. 

 

Table 3-2: Swedish garment export data 1997 and change 1997-2003, SNI-97-
classified. 

 EXPORT 1997   

 Value thousands 
SEK

Value of all 
%

Volume thousands 
Kgs 

Unit price 
SEK/kg

Socks 162 611 4.5% 800 203.2
Tricot garments 349 733 9.7% 1 581 221.2
Work clothing 148 322 4.1% 644 230.4
Garments, men 699 394 19.4% 18 088 38.7
Garments, women 594 148 16.5% 2 409 246.7
Shirts, underwear, 
men 518 300 14.4% 2 310 224.4

Shirts, women 171 624 4.8% 638 268.8
Bras 217 042 6.0% 323 672.4
Underwear, women 127 045 3.5% 631 201.3
Other garments 614 608 17.1% 2 125 289.3
SUM 3 602 827  29 549 259.6
Benchmark 617 642 689  69 728 734 8.9
     

 EXPORT ∆ 1997-2003   

 Value SEK Value % of 
total Volume Kgs Unit price 

SEK/kg
Socks 51.8 -0.4 47.6 2.8
Tricot garments 63.8 -0.2 22.8 26.4
Work clothing 156.6 2.2 149.8 2.7
Garments, men 33.4 -3.9 46.2 -8.7
Garments, women 80.3 -1.6 53.0 17.9
Shirts, underwear, 
men 74.9 0.7 39.8 25.1

Shirts, women 11.7 -1.6 -22.8 44.7
Bras 35.5 -1.1 14.3 18.5
Underwear, women 59.5 -0.2 9.9 45.2
Other garments 98.6 3.2 65.3 20.1
SUM 67.1  46.4 21.6
Benchmark 31.9  10.3 19.6
Source: Statistics Sweden. 
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Table 3-3: Swedish garment imports 1997 and change 1997-2003, CN-classified. 

 IMPORTS       

 1997    ∆ 1997-
2003   

 Value thou-
sands SEK

Volume thou-
sands Kgs

Unit value 
SEK/Kg Value % Volume 

% 
Unit 

value %
Jeans (aggre-
gated) 870 758 5 063 172  22.6 -3.3 26.7

Jeans (Men's) 689 188 3 055 226  -7.8 24.2 -25.7
Jeans (Wom-
en's) 181 571 2 003 91  137.7 -45.0 332.6

Dresses 441 290 441 290 439  -41.7 67.9 -65.3
Shirts, men 926 578 926 578 193  -5.0 15.9 -18.0
T-shirts 1 225 986 1 225 986 80  116.7 -39.6 258.8
Underwear, 
men 2 186 345 218 635 89  46.2 -31.0 112.0

Baby garments 222 829 222 829 117  41.2 -34.2 114.6
Source: Statistics Sweden. 

 

Table 3-4: Swedish garment exports 1997 and change 1997-2003, CN-classified. 

 EXPORTS       

 1997    ∆ 1997-
2003   

 Value thou-
sands SEK

Volume thou-
sands Kgs

Unit value 
SEK/Kg Value % Volume 

% 
Unit 

value %
Jeans (aggre-
gated) 360 181 1 770 204  24.2 -43.3 33.7

Jeans (Men's) 328 002 1 595 206  -37.4 -56.2 42.8
Jeans (Wom-
en's) 32 180 174 185  110.7 74.5 20.7

Dresses 93 409 376 249  -4.0 -36.2 10.6
Shirts, men 237 772 759 313  7.5 0.3 14.0
T-shirts 246 277 1 387 178  179.4 77.3 57.6
Underwear, 
men 47 169 205 230  34.7 11.8 20.5

Baby garments 38 639 233 166  43.3 6.8 34.1
Source: Statistics Sweden.  
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3.3 General garment trade patterns 
Figure 3-1 shows the remarkable relative value development in Swedish garment 
trade: all product groups but men's garments had increased export values com-
pared to imported goods. Among the groups with the highest value change were 
work clothing,”other garments” and women's underwear.  

Figure 3-1: Relative value of Swedish garment trade 1997 and 2003. 
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Source: Statistics Sweden. Authors’ own illustration. 

 

Figure 3-2 and 3-3 show a large increase in garment trade during the period. The 
exports of all garment groups increased in both value and volume. The imports 
of all garment groups except women's shirts show the same trend. The large 
change in trade flow in and out of the national market is explained by the re-
source balance sheet below in Table 3-5.  

The first line should equal the two remaining so that production + imports = in-
vestment + exports + stock value + consumption.  

The consumption data in the table is an estimation calculated from the equation 
above.  
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Figure 3-2: Swedish export and import garment value in SEK 1997 and 2003. 
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Source: Statistics Sweden. Authors’ own illustration. 

 

Figure 3-3: Swedish export and import garment volume in kgs 1997 and 2003. 
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Source: Statistics Sweden. Authors’ own illustration. 

Table 3-5: Swedish resource balance in garment industry 1998-2001 in thousands 
SEK. 

 1998 2001 
Production+Imports 20 098 751 23 314 931 
Investment+Exports+Stock value 5 348 877 6 670 018 
Calculated consumption 14 749 874 16 644 913 
Source: Statistics Sweden. Note: The data include the previously excluded garment groups 17.100 
and 18.300 and are therefore somewhat different compared to other used data. 
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3.4 Strengthened comparative advantage 
During the period investigated, Swedish trade in garments increased at the same 
time as gross national production decreased (see Table 3-6), a pattern that clearly 
indicate the growing importance of global connections. It is also an indication 
that the thirty year stable trend of decreasing national production is persisting. 
The number of firms did increase, but the total industry decreased during the pe-
riod. As a consequence the production value per employed increased. Already at 
this early point it is therefore possible to conclude that the international garment 
success does not stem from national production. A very important issue strength-
ening this trend is the increased competition among large, global textile suppli-
ers: during the period investigated garment import unit prices did not increase as 
much as the general import unit prices (see Table 3-1). Imported garments be-
came less expensive compared to other imports and national producers thus 
gained an advantage compared to other kinds of exporters when the input prices 
sank. It became more economically efficient for Swedish firms to in some way 
reorganize production to foreign locations.  

 

Table 3-6: Swedish garment industry key figures 1997-2003 in current prices. 

 1997 2003 Change %
Total turnover, mkr 3264 2904 -11.0
Number of firms 1419 1523 7.3
Number of employed 5179 1864 -64.0
    
Production value per employed, mkr 0.6 1.6 147.2
Number of employed per firm 3.6 1.2 -66.5

Source: Statistics Sweden.  

As a consequence more garments are passing Sweden before it is finally sold to 
consumers as indicated by the high export and import figures. The key evidence 
of the growing export success is the difference in unit price development be-
tween imports and exports: the value of exports per unit has grown more than 
the value of import units (see Figure 3-4). As can be seen from the figure, only 
men's garments had a negative unit value development whereas the other groups 
increased between 3 and 45%. This is a strong indication that the comparative 
advantage Sweden is enjoying has grown stronger.  
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Figure 3-4: Change in Swedish import and export unit prices 1997-2003. 
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Source: Statistics Sweden. Authors’ own illustration. 

3.4.1 Specialization and RCA indices 
To test whether this comparative advantage is linked to an increase in specializa-
tion a simple specialization index can be used:  

Ssg = (Psg – Xsg) / (Psg – Xsg + Msg)                 
        (2) 

where Ssg = Rate of Swedish specialization in garments, Psg = Swedish garment 
production, Xsg = Swedish exports of garments and Msg = Swedish imports of 
garments.  

If the index is below one this is an indication that Sweden has a comparative dis-
advantage and the closer to one the deviation is the lower is this disadvantage. 
Above one signifies a comparative advantage. Contrary to what is the general 
conception of Swedish garment trade the index is below zero in both 1997 and 
2003 (see Table 3-7). The RCA-index calculated from the aggregated data in Ap-
pendix 4 shows the same problem but also the same positive trend (see Table 3-
8). It should also be noted that Swedish garment trade with OECD increased 59% 
compared to the general trade index of 26%.  

Table 3-7 Swedish rate of specialization in the clothing industry 1997-2003 

 1997 2003 Change Change % 
Garment average 0.0 -0.2 -0.2 742.7
Socks 0.2 -0.1 -0.3 -145.3
Knitwear -0.1 -0.3 -0.2 208.2
Garments women & men 1.1 1.4 0.3 28.3
Other garments 0.0 -0.3 -0.3 900.2
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Shirts, underwear, 1.0 0.8 -0.1 -13.5
women & men     
Note: garments women & men include both SNI-groups 18.221 and 18.222. Shirts, underwear, 
women & men include SNI-groups 18.231- 18.234.  

 

Table 3-8: Sweden's RCA index for the clothing industry 1997 and 2003 

 1997 2003 
RCA 0.29 0.44 

Source: Comtrade. Authors’ own calculations. 

 

Although the remarkable development is completely in line with the data the 
general conclusion about a comparative disadvantage cannot be trusted. An ex-
planation for a possible reason to this is the aggregated figures used: the speciali-
zation index and the RCA index must be interpreted with caution (Bowen, Hol-
lander, Viaene, 1998). Calculated on a more specific level the specialization index 
show large deviations from the mean, a fact strongly supporting Bowen et. al.'s 
point of caution. According to this index, the largest product groups in terms of 
exports (general garments for women and men) are also the only with a com-
parative advantage that strengthened during the period. Although many compara-
tive disadvantages among the product groups many of them have positive devel-
opment figures. This is an indication that Sweden is nurturing its comparative ad-
vantage at the same time that it is developing new.  

3.4.2 The jeans trade: a divergence 
One of the hypotheses of this study was that design heavy garments were a large 
part of the export success, particularly jeans. This belief was based on the fact 
that many of the firms mentioned in the article cited in the introduction (Dagens 
Industri, 2007) were jeans designers. Jeans is also a typical design garment where 
product elements such as quality and appearance are more important than price.  

As can be seen from Table 3-10 there seems to be large differences in jeans trade 
development for different sexes. The unit value of exported jeans increased with 
42.8% for men's and women's 20.7% although both export value and volume for 
men's jeans had a negative development. The import unit prices differed im-
mensely: men's jeans decreased with 25.7% whereas women's increased with 
332.6%. The unit value is also very different, men’s imported jeans have a higher 
unit price than exported (226 SEK/kg compared to 185 SEK/kg in 1997, see Table 
3-3 and 3-4). The situation is the contrary for women’s, exported jeans are much 
more expensive than imported (185 SEK/kg compared to 91 SEK/kg in 1997, see 
Table 3-3 and 3-4).  
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Table 3-9: Swedish jeans trade key figures in SEK and kg. 

 1 997  ∆ Change 
1997-2003   

Exports Value thousands 
SEK

Volume thou-
sands kg Value % Volume % Unit value 

%
Aggregated 360 182 175 928 -24.2 -43.3 33.7
Men's  328 002 1 595 -37.4 -56.2 42.8
Women's 32 180 174 333 110.7 74.5 20.7
      
Imports      
Aggregated 870 759 5 058 22.6 -3.3 26.7
Men's  689 188 3 055 -7.7 24.2 -25.7
Women's 181 571 2 003 137.7 -45.1 332.6
Source: Statistics Sweden. 

 

Evidently the market for jeans is very segmented depending on gender of the 
consumer. This is somewhat surprising since the product apart from minor differ-
ences is very similar between men and women: production material, process and 
method of application are the same and design is important. The explanation 
probably lies is consumption patterns. The product range in terms of price is 
perhaps wider for women, a hypothesis based on the different trading partners 
between men and women. Men's jeans tend to come to a larger share from de-
veloped countries having high unit prices on average whereas women's come to 
a larger part from Asia having lower prices. It could also be differences in budget 
spent on jeans between genders. 

This is not completely in line with our belief that design-heavy garments like 
jeans would be a large part of the export success. The unit value development of 
men's jeans is better than for women's, yet the exports of men's jeans has de-
creased. The general garment group for men (SNI-97/02: 18.221) including out-
door wear, costumes and pants consisted of 46% jeans in 1997, but in 2003 this 
share was reduced to 21%. The reasons to why the Swedish garment industry al-
lowed this decrease in exports of a strong comparative advantage is unclear. It is 
also unknown whether this was only a temporary drop or if this weakened ex-
port flow was a long-lasting trend in the export success continuing up to present 
times.  
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Table 3-10: Swedish jeans import origin 1997 and 2003 in SEK. 

 1997  2003  

 Origin Value thousands SEK Origin Value thousands SEK

Men's Great Britain 327 256 Italy 190 834
 Italy 146 159 Denmark 186 474
 Belgium 69 582 Belgium 97 458
 Denmark 38 775 Turkey 50 551
 Hong Kong 28 232 Bangladesh 19 644
 USA 27 410 Germany 14 375
 Thailand 8 926 Hong Kong 13 438
 Bangladesh 6 279 The Netherlands 8 418
     
 1997  2003  

 Origin Value thousands SEK Origin Value thousands SEK

Women's Hong Kong 38 195 Denmark 143 830
 Italy 28 468 Turkey 98 413
 Great Britain 23 358 Belgium 43 447
 Denmark 19 626 Hong Kong 37 788
 Belgium 14 960 Bangladesh 32 193

 USA 8 876 Italy 23 284
 Germany 7 695 Pakistan 11 605
 Malaysia 4 923 Great Britain 11 257

Source: Statistics Sweden. 

3.5 Vertical specialization 
The garment industry has very diverse production stages where developed coun-
tries have a comparative advantage in the first and last steps of production: de-
sign and production organization, and in the end marketing and retailing. The 
more labor intensive stages are commonly outsourced to developing countries 
and the industry is thus one that strongly benefits from increased international 
communication (Nordås, 2004). A hypothesis would therefore be that Sweden 
has increasingly specialized in the capital and knowledge intense part of produc-
tion. This hypothesis is supported by increasing production value per worker 
(see Table 3-6) and the education data below where the clothing industry work-
ers on average became more highly educated than the national average. The in-
dustry is converging to a higher capital intense environment.  

Table 3-11: Share of workers with higher education 1997 and 2003. 

 1997% 2003% Change � 
Share of workforce with higher education 8.6 12.2 40.6
Clothing industry   
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Share of workforce with higher education 26.0 31.6 21.7
National benchmark   

Source: Statistics Sweden. Higher education is defined as three or more years post high school edu-
cation.  

 

The pattern of vertical specialization is also evident when looking at the labor 
data of industries that have close connections with the garment industry (see Ta-
ble3-13). The design industry increased with 53.38% and the garment wholesale 
trade industry 11.73% which is clearly indicating a shift of labor from later pro-
duction stages to design and trade.  

Table 3-12: Employment in other Swedish garment connected industries 1997 and 
2003. 

 1997 2003 Change % 
Design, million SEK 1 405 2 155 53.4 
Wholesale trade, million SEK 4 767 5 326 11.7 
Agency trading, million SEK 1 293 1 011 -21.8 

Source: Statistics Sweden. Note: The design group does not only contain garment design 
but also interior design, flower arranging and shoe and accessory design. 

 

Another indication of this is revealed when looking at what kind of clothing that 
have particularly increasing exports. The table below describes export value 
change relative to export unit price change. If products are located in the upper 
right corner the increase in exported values are due to a lower price: a clear sign 
of price competition. The investigated product groups are clearly drawn to the 
left, they have sold better although they have become more expensive. The 
groups in the upper left corner (t-shirts, women's underwear, women's jeans, 
sweaters, baby garments) that have both positive export value and unit value 
changes could be considered the core of the export boom. These groups could 
be argued to have one thing in common: they are all high end fashion garments. 
For these products the design stage of production give a high amount of value 
addition to the product and determine a large share of the final consumer price 
relative to other production stages. This is garments consumers are exceptionally 
design aware about and where marketing, design and quality distinctions, which 
all are intense capital production stages; add to a high final price relative to in-
termediate production inputs. However, one large and very important product 
group question this result: according to the reasoning above men's jeans should 
also be represented among the design intense garments. This is a further indica-
tion that the market properties for women's and men's jeans are not as similar as 
first expected.  

Table 3-14 and Table 3-15 also give further strength to the conclusion about na-
tional production noted above. The production of shirts, a traditionally large in-
dustry especially in the Borås region (Dahlin-Ros, 2002) has not helped to ex-
pand garment exports: both export value and volume changed insignificantly. 
The same can be concluded when looking at the second table considering an-



 

22 

 

other very traditionally domestically produced good: tricot wear. The export 
share was in 1997 very high but did not increase significantly. 
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Table 3-13: Export value change relative to unit price change 1997-2003, CN-
classified 

   Unit price change   
  >50% 10-50% Insignificant <-10% 
 >50% T-shirts Sweaters Outdoor wear  
  Underwear, women    
Export value 10-50% Jeans, women Underwear, men   

change   Baby garments   
 Insignificant Suits, men Dresses   
   Shirts, men   
 <-10%  Jeans, men   
      
Source: Statistics Sweden. Authors’ own compilation. 

 

Table 3-14: Export share and export share change for Swedish garment groups 
1997 and 2003, SNI-classified 

  ∆ Export share  
  High Low 
 High Garments, men Tricot wear 
  Garments, women  
  Shirts, underwear, men  
Export share 97  Other garments  
    
 Low Work clothing Socks 
  Underwear, women Shirts, women 
   Bras 
Source: Statistics Sweden. Authors’ own compilation. 

3.6  Intra-industry trade 
New trade theory predicts intra-industry trade; the most common way to measure 
intra-industry trade is through the Grubel & Lloyd index (Grubel, Lloyd, 1975.  

 

Where Xijk is the export of garment by Sweden to the Nordic countries and Mijk is 
then the import of garment by Sweden from the Nordic countries. We chose to 
make the comparison with the Nordic countries textile-industry instead of the 
world industry since most of our trade occurs with the Nordic countries and it 
was really hard to find trusthworthy data for the entire worlds textile-industry. 
The index ranges between 0 when Sweden has either no import from or no ex-
port to the Nordic countries and 1 when Sweden and the Nordic countries have 
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exactly balanced trade in garment. When calculating the index for the year 1997 
we got the number 0,968 which shows that we almost have an exact trade bal-
ance in garment with the Nordic countries. When looking for the numbers for 
2003 we can see that the index has decreased to 0,895 which shows that the 
trade with the Nordic countries has declined. This is also consistent with our 
findings of the share of clothing export in the Nordic countries. According to the 
new trade theory are there two positive welfare effects, higher real wage and 
love of variety effect. We have examined the wage effect. According to Statistics 
Sweden has the average wage per hour for a worker in Sweden in the private 
sector increased with 17.4% from 1997 to 2003. In the work category concerning 
textile and garment is the increase in wage per hour 22.3%. One reason for hav-
ing a larger increase in the wage for the textile and garment industry could be 
the increase in intra-industry trade.  

Another way to approach the massive trade that occurs between the Nordic 
countries is to take a look at the Linder hypothesis. Linder (1961) realized that by 
just not serving domestic customers, firms could export to countries with similar 
per capita incomes since those countries would experience similar demands. This 
fits very well into the Nordic Countries, if we compare the Nordic countries to 
the rest of Europe concerning design, culture and language are the Nordic coun-
tries very similar to each other, and just as Linder predicted a very strong intra-
industry trade. The Grubel & Lloyd index has decreased over the period from 
1997-.2003, but the decrease is not large enough to say that Sweden has grown 
so much more than the rest of the Nordic countries since the index is still so 
close to 1.  

3.7  Fashion Cycles 
In economics we often talk about the product cycle as a moving spectrum that 
each product group is gradually transformed from product to price competition 
and finally enters a state of obsolescence. The fashion cycles are no exceptions, 
the only difference is that a fashion cycle often moves much quicker than any 
other product cycle. Pesendorfer (1995) predicts that for large fixed cost there 
will be a long fashion cycle and vice versa. We took a look at this and the num-
bers shows that the fixed cost in the garment industry actually has declined with 
20.4% from 1998-2001(Statistics Sweden). Which stands in line with our theory 
that the product cycles has declined during our period investigated. Which stands 
in line with our theory that the length of the product cycles has declined during 
our period investigated. The reason for not looking at the numbers for 1997 and 
2003 is that we could not get hold of that data.  

A good example of what can happen when companies abbreviate their product 
cycles are the Swedish company retail and brands (RNB). The company has four 
business areas: Polarn O. Pyret, JC, J-store, Solo, Sisters, Brothers and Department 
Stores (NK Stockholm, NK Gothenburg and Steen & Ström in Oslo) The Group 
has about 439 proprietary and franchise stores in Sweden and abroad. One major 
problem that the RNB had was its long production time. The store Polarn o Pyret 
only released two collections per year, spring and winter. From idea to ready 
made garment it took 8 months. That meant that RNB took all the risk as soon as 
they had made an agreement. When RNB realized how big of a problem this was 
they convinced two of there suppliers, Tiger and Filippa K to try a new type of 
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agreement where the contractors had to take the biggest fall if there products did 
not sell as well as anticipated, this lead to smaller quantities of garment and a 
quick response to sales figures. The brand suppliers became almost an integrated 
part of RNB’s purchase department. By that the time from idea to ready-made 
garment started to decrease. After a short period of time RNB noticed that with 
the same brand, same staff and same sales floor the sales increased with up to 
70%, the RNB stock also increased with approximately 67% from January 2005 
until May 2006 (Dagens Industri, 2006). 

 

Figure 3-5: Retail and Brand's stock market price 2002-2007 

 

Source: DN-Ekonomi. 

3.8 Product and Price competition 
Innovation involves the successful implementation of new product, service or 
process, which for most activities entails their commercial success. Karlsson & 
Larsson (1990) writes that innovation is a prerequisite for product competition.  

We have found several indicators of that the export boom that Sweden experi-
ence has it foundations in product rather than price competition. Most of the 
Swedish brands that exports to other countries are more of high-end fashion ex-
cept for the major player H&M. In product competition are the key-words inno-
vation, quality and status. When we talk about innovation we mean new gar-
ments. The customer wants a product that has a new design, something that not 
already is on the market. Swedish brands have an advantage because they are 
well known of being creative and open minded. Concerning the quality issue is it 
pretty obvious, if you pay extra money for a garment you want it to last. What is 
probably the most important key-word is status. The garment or the brand has to 
have a certain reputation about itself for people to pay. An interesting note to 
point out is that if the brand does not charge high enough prices it can never be 
included in the high-end fashion, no matter what kind of innovation the design-
ers have made. Since the value change is 67.10%, and the change in volume is 
46.43% we can draw the conclusion that we have our biggest advantage in prod-
uct competition.  
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In price competition, the producer sells a standardized product and competes by 
adjusting its price downwards (Karlsson & Larsson, 1990). H&M is the biggest ac-
tor in the price competition segment in Sweden. The theory behind price-
competition is that the products have their origin in products that were earlier 
characterized by product competition. This is also the case with H&M, but in-
stead of waiting for the fashion cycle to take down the design to the low seg-
ment, H&M often make similar design to the expensive brands and sell the gar-
ments at the same time as the expensive brands. But what is worth to know here 
is that H&M never sell pure knock-outs of the expensive brands they have their 
own niche that apparently works very effectively ( Businessweek, 2006). 

 
In summary, the globalization has caused Swedish garment industry to reorganize 
production through outsourcing and off-shoring to take advantage of a new labor 
division. This has caused the national production to decrease yet export data are 
increasing. This is due to a better exploitation of Sweden’s comparative advan-
tage, a higher degree of specialization in capital intensive garments, higher de-
gree of vertical specialization, shorter product cycles and an increased use of 
product competition. This good utilization of the industry changes has caused 
Swedish garment unit export prices to increase more than import prices which is 
the main key to the success.  
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4 Conclusions & Suggestions for further research 
As international low wage competition has made Swedish garments production 
more and more unsustainable actors in the market has been forced to adapt. Na-
tional production sites have closed down and employment has continued to de-
crease, but at the same time  garment export values are breaching new record 
levels every year. During the period that we have investigated the Swedish trade 
in garments has increased at the same time as national production decrease, 
which is a pattern that indicates the growing importance of global connections. 
Because of this we can rule out that the international garment success steams 
from national production.  

We found that the key evidence of the growing export success is the difference 
in unit price development between imports and exports: the value of exports per 
unit has grown more than the value of import units. This is a strong indication 
that the comparative advantage Sweden is enjoying has grown stronger. Devel-
oped countries often have a comparative advantage in the first and last steps of 
production: design, production and marketing and retailing. The more labor in-
tensive stages are often outsourced to developing countries. A hypothesis that we 
have examined closer is that Sweden has increasingly specialized in the capital 
and knowledge intense part of production. This hypothesis is supported by the 
fact that Sweden has experienced an increasing production value per worker. 
This can also be immersed from the fact that the share of workforce with higher 
education in garment has increased more than the national average. We have 
also looked at wage per hour where garment workers wage per hour has in-
creased with approximately 5% more than national average.  

We have found that the core of the export boom both experience positive export 
value and unit value changes and we argue that the core groups of this success 
are all high end fashion garments. For these products the design stage of produc-
tion give a high amount of value added to the product and determines a large 
share of the final consumer price relative to other production stages.  

We believed that the Swedish export success mainly came from the jeans design-
ers as jeans is a design heavy garment, which seemed to be not entirely true. 
There were large differences in jeans unit price development between men and 
women. Since the production part is almost the same we believe that the differ-
ences could lie in consumption patterns. The Swedish garment industry has not 
taken more advantage of the strong comparative advantage it has in this area.  

To test whether the comparative advantage is linked to an increase in specializa-
tion we used a simple specialization index, we also calculated the RCA-index. We 
found that the indexes does not show that the Swedish garment industry experi-
ence specialization or revealed comparative advantage, a result we interpreted 
with caution, but the indexes do show a positive trend for the industry.  

We have also examined the massive trade that occurs between the Nordic coun-
tries in order to try and explain the boom. We used the Grubel & Lloyd index to 
take a look at the intra-industry trade. The index showed that we have a very 
balanced trade between the Nordic countries in the garment industry; it also 
shows a small decline in the intra-industry trade from 1997-2003. The trade rela-
tionship between the Nordic countries also follows the Linder hypothesis very 
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well. Linder showed that firm could export to countries with similar per capita 
income since those countries would experience similar demands. 

Pesendorfer examined the fashion cycles and came up with the conclusion that if 
we have a large fixed cost we also have a long fashion cycle. The trend last cou-
ple of years have been for different brands to release many collections per year 
and have short product cycles. We took a look at the fixed cost in the garment 
industry and they followed Pesendorfs predictions, fixed cost had declined with 
20.4% from 1998-2001. 

We have found several indicators that the export boom has its foundations in 
product rather than price competition. We have drawn that conclusion since the 
value change is 20.7% larger than the volume change. We also believe that Swed-
ish garment brand has an advantage since Swedish design overall is well known 
for being creative and open minded. 

The Swedish garment export boom is relying on a shift of production to more 
capital and knowledge intensive production stages, a reorganization of produc-
tion to shorter business cycles and outsourcing of labor intense stages and a 
marketing strategy of product competition.  

For further research we believe that looking at the data from 2003 and forward is 
going to be very interesting. We suspect that the Swedish garment industry has 
shorten their product cycles even further and what we believed before we started 
with this thesis, the jeans-industry, has evolved and expanded to even bigger 
numbers than we showed here in our thesis. Another topic that would be suit-
able for further research is to examine even further from where and what we im-
port to where and what we export.  



 

29 

 

References  
Scientific journal articles 

Baden, S. (2002). Trade policy, retail markets and value chain restructuring in the 

EU clothing sector, Poverty Research Unit at Sussex University of Sussex (PRUS) 

Working Paper no 9 

Balassa, B. (1965). Trade liberalization and revealed comparative advantage, 

Manchester School of Economics &  Social studies, vol 33, pp 99-124 

Buelens, C. (2005). Trade adjustments following the removal of textile and cloth-

ing quotas, Centre for European Policy Studies Working Document, no 222  

Chen, H., Kondratowicz, M., Yi, K.-M. (2005). Vertical specialization and three 

facts about U.S. international trade. North American Journal of Economics and 

Finance, Vol  16, pp 35–59 

Harrian, J. (1994). Scale economies and the volume of trade. The Review of Eco-

nomics and Statistics, Vol 76, no 2, pp 321-328 

Karlsson, C., Larsson J. (1990). Product and price competition in a regional con-

text. Paper of the Regional Science Association, Vol 69, pp 83-99 

Larch, M. (2007). The home market effect in models with multinational enter-

prises. Review of International Economics, vol 15, No 1, pp 62-74 

Lüthje, T. (2006). Vertical specialization between developed & developing coun-

tries. A modification of the H-O model, International trade journal, Vol 20, no 4, 

pp 407-427 

Markusen, J. -R. (1986). Explaining the volume of trade: an eclectic approach, 

The American Economic Review, Vol 76, No 5, pp. 1002-1011 

Nordås, H. K. (2004). The global textile and clothing industry post the agreement 

on textiles and clothing, World Trade Organization Publications Geneva 

Pesendorfer, W. (1995). Design, innovation and fashion cycles, The American 

economic review, Vol 85, no 5, pp 771-792 



 

30 

 

Sanyal, K. -K. (1983). Vertical specialization in a Ricardian model with a contin-

uum of stages of production, Economia, Vol 50, pp 71-78 

 

Books 

Bowen, H. P., Hollander, A., Viaene, J.-M. (1998). Applied international trade 

analysis, Basingstoke: Macmillan 

Brakman, S, Garretsen, H, van Marrevijk, C. (2006). An introduction to geo-

graphical economics, Cambridge: Cambridge University Press 

Dahlin-Ros, I. (2002). Textilrikets Hemligheter, Stockholm: Natur och Kultur Förlag  

Krugman P, Obstfeld M. (2006). International Economics – Theory and Policy 7th 

edition, Boston: Pearsons International Edition  

 

Newspaper articles 

Capell, K., Khermouch, G. (November 11, 2006 ). Hip H&M.  Businessweek. Re-

trieved June 4 2007, from 

http://www.businessweek.com/magazine/content/02_045/b3807010.htm 

Flores, J. (February 20, 2006). Solbergs klädimperium expanderar. Dagens 

Nyheter. Retrieved May 16 2007 from 

http://www.dn.se/DNet/jsp/polopoly.jsp?a=522760 

Mellqvist, G., Saldert, J. (February 22, 2007). Svenskt mode intar världen, Dagens 

Industri. Retreived April 2  2007, from  http://di.se/Index/Nyheter/2007/-

02/02/219807.htm?src=xlink 

 

 



 

31 

 

Appendices 
Appendix 1: Detailed note on garments in KN-classified products

Jeans
62034231  Långbyxor och knäbyxor, av denim, för män eller pojkar p/st
62046231  Långbyxor och knäbyxor, av denim, för kvinnor eller flickor  p/st

Klänningar  
62044200 Klänningar av bomull, för kvinnor eller flickor
62044300 Klänningar av syntetfibrer, för kvinnor eller flickor
62044100  Klänningar av ull eller fina djurhår, för kvinnor eller flickor

61044100  Klänningar, av trikå av ull eller fina djurhår, för kvinnor eller flickor p/st
61044200 Klänningar, av trikå av bomull, för kvinnor eller flickor

62044300 Klänningar av syntetfibrer, för kvinnor eller flickor

62044400 Klänningar av regenatfibrer, för kvinnor eller flickor

61044300 Klänningar, av trikå av syntetfibrer, för kvinnor eller flickor
61044400 Klänningar, av trikå av regenatfibrer, för kvinnor eller flickor

61044900 Klänningar, av trikå av textilmaterial, för kvinnor eller flickor
Skjortor 

61051000 Skjortor, av trikå av bomull, för män eller pojkar
61052010 Skjortor, av trikå av syntetfibrer, för män eller pojkar
61052090 Skjortor, av trikå av regenatfibrer, för män eller pojkar 
61059010 Skjortor, av trikå av ull eller fina djurhår, för män eller pojkar
62051000 Skjortor av ull eller fina djurhår, för män eller pojkar
62052000 Skjortor av bomull, för män eller pojkar
62053000 Skjortor av konstfibrer, för män eller pojkar
62059010 Skjortor av lin eller rami, för män eller pojkar
62059090 Skjortor av textilmaterial, för män eller pojkar

T-tröjor 
61091000 T-tröjor, undertröjor och liknande tröjor, av trikå av bomull

61099030 T-tröjor, undertröjor och liknande tröjor, av trikå av konstfibrer
61099010 T-tröjor, undertröjor och liknande tröjor, av trikå av ull eller fina djurhår p/st
61099030 T-tröjor, undertröjor och liknande tröjor, av trikå av konstfibrer p/st
61099090 T-tröjor, undertröjor och liknande tröjor, av trikå av textilmaterial

Kalsonger 
61071100 Kalsonger, av trikå av bomull, för män eller pojkar
61071200 Kalsonger, av trikå av konstfibrer, för män eller pojkar
61071900 Kalsonger, av trikå av textilmaterial, för män eller pojkar
62071100 Kalsonger, av bomull, för män eller pojkar
62071900 Kalsonger, av textilmaterial, för män eller pojkar

Babykläder  
61111090 Babykläder och tillbehör till sådana kläder, av trikå av ull eller fina djurhår
61112090 Babykläder och tillbehör till sådana kläder, av trikå av bomull
61113090 Babykläder och tillbehör till sådana kläder, av trikå av syntetfibrer
61119000 Babykläder och tillbehör till sådana kläder, av trikå av textilmaterial
62091000 Babykläder och tillbehör till sådana kläder, av ull eller fina djurhår
62092000 Babykläder och tillbehör till sådana kläder, av bomull
62093000 Babykläder och tillbehör till sådana kläder, av syntetfibrer
62099000 Babykläder och tillbehör till sådana kläder, av textilmaterial
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Appendix 2: Detailed note on garments in SNI-97 classified products 

 

 

Appendix 3: Detailed note on garments in SITC-rev.3 classified products 

 

 

Manufacturing of SNI-classification From now on 
used abbreviation

Socks, including stockings 17.710 Socks
Sweaters and cardingans of tricot 17.720 Tricot garments
Work- and protective clothing 18.210 Work clothing
Wearing and outdoor clothing for men and boys 18.221 Garments, men
Wearing and outdoor clothing for women and girls 18.222 Garments, women
Shirts and underwear for men and boys 18.231 Shirts, men
Blouses and shirts for women and girls 18.232 Shirts, women
Girdles, bras and corsettes 18.233 Bras
Other underwear for women 18.234 Underwear, women
Other apparel and accessories 18.240 Other garments
(baby clothes, work out-clothes, hats, gloves)

84 CLOTHING AND ACCESSORIES
841 MENS,BOYS CLOTHNG,X-KNIT
8411 Overcoats,outerwear,etc.
84111 Overcoats, raincoats, car coats, capes, cloaks and similar articles, men'
84112 Overcoats, raincoats, car coats, capes, cloaks and similar articles, men'
84119 Other outer garments, n.e.s., men's or boys' (not of 841.2, heading 841.3
8412 Suits and ensembles
84121 Suits, men's or boys', of wool or fine animal hair, not knitted or croche
84122 Suits, men's or boys', of textile materials other than wool or fine anima
84123 Ensembles, men's or boys' (not of 845.2), of textile materials, not knitt
8413 Jackets and blazers, men's or boys', of textile materials, not knitted or
8414 Trousers, bib and brace overalls, breeches and shorts, men's or boys', of
8415 Shirts
84151 Shirts, men's or boys', of cotton, not knitted or crocheted
8416 Underwear,nightwear etc.
84161 Underpants and briefs, men's or boys', not knitted or crocheted
84162 Nightshirts and pyjamas, men's or boys', not knitted or crocheted
84169 Other underwear and nightwear, men's or boys', not knitted or crocheted
842 WOMEN,GIRL CLOTHNG,XKNIT
8421 Overcoats,oth.coats etc.
84211 Overcoats, raincoats, car coats, capes, cloaks and similar articles, wome
84219 Other outer garments, n.e.s., women's or girls', of textile materials (no
8422 Suits and ensembles
84221 Suits, women's or girls', of textile materials, not knitted or crocheted
84222 Ensembles, women's or girls', of textile materials, not knitted or croche
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8423 Jackets and blazers, women's or girls', of textile materials, not knitted
8424 Dresses, women's or girls', of textile materials, not knitted or crochete
8425 Skirts and divided skirts, women's or girls', of textile materials, not k
8426 Trousers, bib and brace overalls, breeches and shorts, women's or girls',
8427 Blouses, shirts and shirt-blouses, women's or girls', of textile material
8428 Underwear,nightwear etc.
84281 Slips and petticoats, women's or girls', of textile materials, not knitte
84282 Nightdresses and pyjamas, women's or girls', of textile materials, not kn
84289 Other underwear and nightwear, women's or girls', of textile materials, n
843 MENS,BOYS CLOTHING,KNIT
8431 Overcoats, car coats, capes, cloaks, anoraks (including ski jackets), win
8432 Suits,jackts,trousrs.etc
84321 Suits, men's or boys', of knitted or crocheted textile materials
84322 Ensembles, men's or boys', of knitted or crocheted textile materials (not
84323 Jackets and blazers, men's or boys', of knitted or crocheted textile mate
84324 Trousers, bib and brace overalls, breeches and shorts, men's or boys', of
8437 Shirts,mens boys,knit
84371 Shirts, men's or boys', knitted or crocheted of cotton
84379 Shirts, men's or boys', knitted or crocheted of textile materials other t
8438 Underwear,nightwear etc.
84381 Underpants and briefs, men's or boys', knitted or crocheted of textile ma
84382 Nightshirts and pyjamas, men's or boys', knitted or crocheted of textile
84389 Other underwear and nightwear, men's or boys', knitted or crocheted of te
844 WOMEN,GIRLS CLOTHNG.KNIT
8441 Overcoats, car coats, capes, cloaks, anoraks (including ski jackets), win
8442 Suits,dresses skirts etc
84421 Suits, women's or girls', knitted or crocheted of textile materials
84422 Ensembles, women's or girls', knitted or crocheted of textile materials
84423 Jackets and blazers, women's or girls', knitted or crocheted of textile m
84424 Dresses, women's or girls', knitted or crocheted of textile materials
84425 Skirts and divided skirts, women's or girls', knitted or crocheted of tex
84426 Trousers, bib and brace overalls, breeches and shorts, women's or girls',
8447 Blouses, shirts and shirt-blouses, women's or girls', knitted or crochete
8448 Underwear, nightwear etc
84481 Slips and petticoats, women's or girls', knitted or crocheted of textile
84482 Briefs and panties, women's or girls', knitted or crocheted of textile ma
84483 Nightdresses and pyjamas, women's or girls', knitted or crocheted of text
84489 Other underwear and nightwear, women's and girls', knitted or crocheted o
845 OTHR.TEXTILE APPAREL,NES
8451 Babies'garmnts,clths acc
84511 Babies' garments and clothing accessories, not knitted or crocheted
84512 Babies' garments and clothing accessories, knitted or crocheted
8452 Garment,felt,txtl fabric
84521 Garments made up of fabrics of subgroup 657.1 (felt) or heading 657.2 (no
84522 Men's and boy's garments made up of fabrics (not knitted or crocheted) of
84523 Women's or girls' garments made up of fabrics (not knitted or crocheted)
84524 Garments made up of knitted or crocheted fabrics of headings 657.32, 657.
8453 Jerseys, pullovers, cardigans, waistcoats and similar articles, knitted o
8454 T-shirts, singlets and other vests, knitted or crocheted
8455 Brassieres,corsets,etc.
84551 Brassi res
84552 Girdles, corsets, braces, suspenders, garters and similar articles
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8456 Swimwear
84561 Swimwear, men's or boys', not knitted or crocheted
84562 Swimwear, men's or boys', knitted or crocheted
84563 Swimwear, women's or girls', not knitted or crocheted
84564 Swimwear, women's or girls', knitted or crocheted
8458 Oth.garments,not knitted
84581 Ski suits, not knitted or crocheted
84587 Articles of apparel, men's or boys', n.e.s., not knitted or crocheted
84589 Articles of apparel, women's or girls', n.e.s., not knitted or crocheted
8459 Other garments knitted
84591 Track suits, knitted or crocheted
84592 Ski suits, knitted or crocheted
84599 Garments, knitted or crocheted, n.e.s.
846 CLOTHING ACCESSRS,FABRIC
8461 Accessories,notknitted
84611 Handkerchiefs, not knitted or crocheted
84612 Shawls, scarves, mufflers, mantillas, veils and the like, not knitted or
84613 Ties, bow-ties and cravats, not knitted or crocheted
84614 Gloves, mittens and mitts, not knitted or crocheted
84619 Other made-up clothing accessories; parts of garments or of clothing othe
8462 Hosiery,etc.knitted
84621 Pantihose and tights, knitted or crocheted
84622 Women's full-length or knee-length hosiery, measuring per single yarn les
84629 Other hosiery, knitted or crocheted
8469 Oth.made-up cloth.access
84691 Gloves, knitted or crocheted of textile materials, impregnated, coated or
84692 Other gloves, mittens and mitts, knitted or crocheted
84693 Shawls, scarves, mufflers, mantillas, veils and the like, knitted or croc
84694 Ties, bow-ties and cravats, knitted or crocheted
84699 Made-up clothing accessories, n.e.s.; parts of garments or of clothing ac
848 CLOTHNG,NONTXTL;HEADGEAR
8481 Leather apparel,accessrs
84811 Articles of apparel, of leather or of composition leather (not including
84812 Gloves, mittens and mitts, not designed for use in sports, of leather or
84813 Belts and bandoliers, of leather or of composition leather
84819 Other clothing accessories, of leather or of composition leather
8482 Plastc,rubbr,apparel,etc
84821 Articles of apparel and clothing accessories, of plastics
84822 Rubber gloves
84829 Other articles of apparel and clothing accessories, for all purposes, of
8483 Articles,accessories.fur
84831 Articles of furskin
84832 Artificial fur and articles thereof
8484 Headgear,fittings,nes
84841 Felt hats and other felt headgear, made from the hat bodies, hoods or pla
84842 Hats and other headgear, plaited or made by assembling strips of any mate
84843 Hats and other headgear, knitted or crocheted, or made up from lace, felt
84844 Safety headgear, whether or not lined or trimmed
84845 Headgear, n.e.s., of rubber or plastics, whether or not lined or trimmed
84848 Headbands, linings, covers, hat foundations, hat frames, peaks and chin-s
84849 Headgear, n.e.s., of materials other than rubber or plastics
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Appendix 4: Data for RCA calculations 

 

Swedish trade with OECD 1997 and 2003. 

 Source: Comtrade. 

 

1997 2003
OECD total trade, millions $
OECD clothing trade, millions $

Sweden total trade with OECD, millions $
Sweden clothing trade with OECD, millions $ 495 789

3 011 865 4 002 118
75 553 83 038

68 332 85 919


