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•  Economic geography emphasizes the 

importance of agglomeration effects1. 
Urbanization was crucial for 
industrialization and economic 
development. Productivity is much higher 
in large metropolitan areas2. 

•  Researchers found a stable proportional 
relationship between city population and 
city rank with a coefficient close to 1. This 
empirical regularity, called Zipf's law, holds 
relatively well both across time and space3.  

•  However, the geographic unit of analysis 
matters. Zipf's law holds for the U.S., but 
not for the EU4. It holds for various 
subregions in Germany, but not for many 
U.S. states5. The degree of market 
integration matters for the city network.     

•  Second-nature geography now trumps 
first-nature geography. Large 
agglomerations became increasingly 
important for regional development6.  

•  Stockholm county now accounts for more 
than 30% of Swedish GDP with only 22% 
of the population7.  

•  Sweden is an interesting case study. It was 
overwhelmingly rural in 1800. Only a few 
towns had more than a thousand 
inhabitants. Per capita income was less 
than half of the industrial leader UK. 

•  Sweden was a latecomer to the Industrial 
Revolution, but developed extremely 
quickly during the last decades of the 19th 
century as a result of catch-up growth8. 
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•  Population data for Swedish towns and 

municipalities from 1800 to 2010 on a 
decennial basis (Folknet database). 

•   Normal OLS to estimate Zipf's law.  
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Figure 3: Gibrat’s law coefficient for 
Swedish municipalities, 95% C.I. 

 
•  Zipf's law coefficient for cities increases 

during the 19th century, meaning that city 
population became more concentrated.  

•  Surprisingly, the coefficient decreases after 
1900, implying more dispersion. This is 
because many small cities are added to the 
city network during the 20th century.   

•  Cities in the middle of the distribution are 
persistently smaller than implied by the law. 
The Zipf's law coefficient for municipalities 
slightly decreases during the 19th century, 
but rises dramatically thereafter. 

•  Low population municipalities have 
significantly higher growth rates during the 
19th century whereas in recent decades 
high population municipalities grow faster. 

•  Market potential is statistically significant 
during most decades. The economic effect 
is larger in the end of the 20th century.  

 

 
•  Sweden was very poor and rural in the 19th 

century. The pattern of economic 
development is different from Europe.  

•  As a frontier economy, Sweden exhibited 
rapid growth in remote rural areas where 
mining and timber industries expanded. 

•  At the municipality level, we see population 
dispersion for several decades before and 
after 1900.  

•  The country also saw small cities grow 
very rapidly during the 20th century. 

•  Agglomeration effects increased over the 
last decades with important implications for 
regional housing prices and income 
divergence.  

Figure 2: Zipf’s law coefficient for cities 
and municipalities, 95% C.I.  

 

Figure 4: Regional house prices and 
income divergence 

 

•  Normal OLS to estimate Gibrat's law. 

•  Based on de Vries9, I calculate a measure 
of market potential for all municipalities: 

 
 
•  This variable is added to a time-fixed effects 

model to explain municipality population 
growth rates (dependent variable). 

 

 
•  What are the patterns of urbanization 

and regional development in Sweden? 

•  When do agglomeration effects become 
important?  

Figure 1: The importance of Stockholm 
county in Sweden 
 
 
 
 
 
 
 
 
 

 


