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1. Introduction
The baltfood INTERREG project provides a platform for the food industry of the BSR. The
underlying question for work package 5 was to identify and analyze the makeup of the industry
in the region. To do so, an approach from a cluster perspective was chosen. This perspective
sets the goal to identify and describe the core regions of sub branches of the food industry and
how they relate to each other. The cluster approach follows a simple agglomeration concept.
The frequently used concepts of interrelatedness however are only hinted at where applicable.
The main focus is on observed statistical agglomerations and how the sum of the BSR regions
in the food industry looks like.
In order to achieve the best possible mapping of clusters in the region a twofold approach was
chosen. First, we looked at the BSR from a macroeconomic angle with statistical aggregations,
and second, we examined a micro economic view with aggregations of single companies.
These two view points led to a diversified view on the food industry in the BSR, always
remembering the limits of each analytical approach.

For detailed information on the companies in focus, please visit www.baltfood.org and search
for the mapping application that shows the locations of the researched companies.

For inquiries on the database, comments and questions on this report, please write us an email
to info@baltfood.org.
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2. Methodology
This study follows a practical approach in relation to the availability of data and the necessity to
group and categorize data according to European wide classifications. In order to understand
similarities and differences between companies and groups of companies within the BSR,
standardized classifications where used. With this in mind the twofold analysis was done.

2.1 Two Perspectives
First, a macroeconomic or European and national perspective were chosen to identify the
transnational makeup and national distributions of food industry companies, their employees
and turnover.
Second, a micro economic or regional perspective was analyzed. Due to their data aggregation,
national statistics are not suitable to show regional and transnational structures. Therefore data
on food producing companies was gathered as far as was available through internal and
external partners of the baltfood project.

2.2 NACE
Regarding the industry specific comparability, the most commonly used classification in the
European Union was used within both approaches. The “Statistical Classification of Economic
Activities in the European Community” (NACE, Nomenclature statistique des activités
économiques dans la Communauté européenne) has not only been the standard of
classification for the European statistical body Eurostat but has also been widely adapted within
the statistical classifications of national statistical bodies. The NACE codes provide a
hierarchical classification that made analysis on different levels of data aggregation possible.
The codes as described in Appendix 1 - NACE Classification Rev. 1.1, Food Production where
used in accordance to revision 1.1 of the classification standard.
The category DA includes the food industry companies that process products of agriculture,
animal husbandry and fishing into food and drink for humans or animals, and includes the
production of various intermediate products, which are not directly food products. The activity
often generates associated products of greater or lesser value (e.g. hides from slaughtering or
oilcake from oil production). Each division of the NACE is organized by activities dealing with
different kinds of products: meat, fish, fruit and vegetables, fats and oils, milk products, grain
milling, animal feeds, other food products, beverages, tobacco. Production can be done for own
account, as well as for third parties, such as custom slaughtering. Some activities are
considered manufacturing (e.g. bakeries, pastry shops, and prepared meat shops, etc.) which
sell their own production, even though there is retail sale of the products in their own shop.
However, where the processing is minimal and does not lead to a real transformation (e.g.
butchers, fishmongers, etc.) the unit is classified to section G (Wholesale and retail trade) and is
not considered in this analysis. The treatment of slaughter waste to produce animal feeds is
classified in 15.7 and is considered, while processing food, beverages and tobacco waste into
2

secondary raw material is classified to 37.20 and not considered. The same is true for disposal
of food, beverages and tobacco waste which is classified in 90.

2.3 Company Data
Data on company entities made up the basis for the regional perspective of this study.
Statistical data was only available as mentioned and could not provide for sub regional
information on the industrial makeup. Data on companies was therefore collected with focus on
location, NACE coding, employment, turnover and available secondary data like contact details,
enterprise division and further information on financial and product specific aspects. The data
on single companies has been gathered through various internal sources of baltfood Partners.
Companies were collected as they were identified as a single entity and in most cases with
having more than 20 employees. Rare instances of collected companies with fewer employees
occur.
During collection the company datasets were categorized along the following criteria in order to
better map cluster agglomerations.
Size category

Operating
revenue

Total Assets

Employees

Very Large

> 1.000.000.000 €

> 10.000.000.000 > 10.000
€

Large

> 50.000.000 €

> 500.000.000 €

> 500

Medium

> 5.000.000 €

> 50.000.000 €

> 50

Small

less

less

Less

A company is assigned to a category if 2 out 3 of the criteria are met.
Table 1 - Categorization of Companies

2.4 Locational Quotient
The cluster analysis uses a mathematical approach to estimate the regional importance of a
branch of the food industry in relation to the total of the branch in the BSR. The locational
quotient (LQ) is an index for comparing an area's share of a particular activity with the area's
share of some basic or aggregate phenomenon. In this analysis employment figures of the
individual food branches are compared and presented for each country in chapter 3.3. The
average is 1 one the employment is equally represented in the focused region as in the
reference region, i.e. the BSR. Above, the agglomeration is higher than in the reference region.
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2.5 NUTS
We use the Nomenclature of Territorial Units for Statistics
(NUTS, nomenclature d'unités territoriales statistiques) for
delimitation of the areas in the BSR. For each EU
member country, a hierarchy of three NUTS levels has
been established by Eurostat, with two levels of local
administration units. The NUTS level categorization is
only used for statistical purposes. NUTS level 1 is shown
on Map 1 and NUTS 2 level is exemplified for Poland in
Map 2.
Within the analysis for this study, parts of Germany and
Poland were studied in detail. Depending on certainly
differing outlines of what regions can be included in the
BSR, a common understanding was chosen. Only the
north of Germany and the north of Poland have the most
economic interaction with other countries from the BSR.
From a NUTS perspective this includes Hamburg (DE6),

Map 2 - NUTS Level 1 Regions of the BSR

Schleswig-Holstein (DEF), Mecklenburg-Vorpommern (DE8)
and Lower Saxony (DE9). For Poland Wielkopolskie (PL41),
Lubuskie (PL43), Zachodniopomorskie (PL42), KujawskoPomorskie (PL61), Warminsko-Mazurskie (PL62) and
Pomorskie (Pl63) were selected for the north of Poland. As one
baltfood Partner is located in the province of Lubelskie, the
outline of analysis as seen in Map 3 is enlarged to the whole of
Poland. However reference to the north of Poland is made in
this study as is applicable.

Map 1 - NUTS Level 2 Regions of
Poland

2.6 EU-27
EU-27 is the abbreviation of the European Union 27 sovereign member states. These are:
Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands,
Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and the United Kingdom.
A reference to EU-27 is needed in order to compare the size and makeup of the food industry in
the BSR.

4

2.7 The BSR
The BSR consists of: Denmark, Estonia, Finland, Germany, Latvia, Lithuania, Norway, Poland
and Sweden. These countries are analyzed in this Report. However, not only Germany and
Poland were analyzed with a focus on their northern parts. Also, Norway was only included as a
reference as it cannot be directly related to the BSR due to its geographical location.

Map 3 - Geographical outline of the analyzed
region
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3. The Food Industry in National and Regional Perspective
3.1 The Food Industry in Total
The following section presents the relation of the food industry between the EU-27 countries
and the BSR. It identifies key features in order to obtain a better overview on the overall figures
of the industry in the BSR. The pie chart presentation was chosen to represent the data
produced by Eurostat in 2005. Unfortunately, newer data has not yet been available. But the
observed overall data has only experienced marginal changes within the last years.
We compare three significant indicators of the food industry. First the turnover, second the
number of companies and third the number of employees. For the analysis of the charts, they
must be considered together. Only in this way, the differences become clearer.

Turnover of Companies EU27/BSR 2005

31%

Baltfood
Other EU27

69%

Figure 2 - Turnover of companies EU27/BSR

In 2005, food companies in the EU27 countries generate a turnover of about 917 billion €. Food
companies in the BSR generate around 3141 and 1012 billion €, respectively. Therefore, one
third of the turnover in the EU is generated by food companies in the BSR.

Number of Companies
EU27/BSR 2005
19%
Baltfood
EU27
81%
Figure 1 - Number of companies EU27/BSR

1

BSR w/ Norway, all of Germany and Poland

2

BSR w/out Norway, w/ northern Germany and northern Poland
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Regarding the number of companies, there are around 310.000 food companies in EU27
countries and 60.000 and 15.000 in the BSR, respectively. Due to significantly larger companies
with higher average turnover than in south or eastern European countries only one fifth of the
number of food companies is registered in the BSR.

Number of Employees
EU27/BSR 2005
33%
Baltfood
67%

EU27

Figure 3 - Number of employees EU27/BSR

Finally, the chart on employment shows that one third of the European workforce in the food
industry is employed in the food industry of the BSR, with an absolute count of 1,6 million and
0,5 million employees, respectively, in contrast to 4,8 million in EU27 countries.
Compared to the EU27 as a whole, food companies in the BSR employ more employees per
company on average. Most of countries in the BSR are highly industrialized countries where
companies have been developing economies of scale and scope still much more efficiently than
in other countries. The nature of most branches of the food industry to gain reasonable profit
margins only through economies of scale has led to the development of larger firms. However,
this is not true for all branches. The food industry in part is experiencing more and more product
diversification that leads to related smaller company structures.
The strong economical development of the Baltic countries will also see significant changes in
company structures over the next years, following the lines of development in the other BSR
countries. However, the smaller capital stock and the lower wages offer a different potential for
investment and development. On the other hand, productivity is still lacking compared to
industrialized countries. See chapter 3.4 for further discussion on productivity, employment
share and turnover.
Looking at the distribution of employment and companies in the food industry over the countries
of the BSR, there are significant differences (Figure 4). Depending on the historical importance
of some branches in certain regions and the mentioned differences in the process of structural
change, the relation of employment and number of companies can be explained. However, high
numbers of employment compared to only rather few companies in northern Germany and
northern Poland can only be explained by looking at individual branches in later chapters. The
same holds true for high company numbers compared to lower employment figures in Finland
and Sweden.

7

Employees

Number of Companies

3500

140.000

3000

120.000

2500

100.000

2000

80.000

1500

60.000
40.000

1000

20.000

500

-

Number of Companies

Employess

160.000

0

Countries
Figure 4 – DA15 and 16 Manufacture of Food and Tobacco Products in BSR countries
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Looking at the distribution of the branches on the BSR, relations in company size can be
explained more easily (Figure 5). In general, the following hold true for food branches: The more
basic the production process in terms of its closeness to the primary sector, the larger the
companies. In this case, the potentials of economies of scale are exploited.

0

NACE
Figure 5 - Employment and Number of Companies for 3-digit NACE in the BSR

Regarding the overall figures, it is obvious that the BSR shows a strong backbone in the areas
of meat processing and production as well as with bakery and pastry that take up the largest
proportion of the NACE coding “158 Other”. However, this distribution shall not lead to the
conclusion that there is an excess of importance of these branches in the BSR. These figures
are relatively similar in other countries depending on the cultural heritage and the development
of the primary sector. The relative importance of the individual branches in the BSR is hinted at
in chapter 0.
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3.2 The Branches of the Food Industry
In this chapter we focus on the national differences of the food branches. A goal is to identify
potential agglomerations for clustering. These clusters can arise on the national level but also in
transnational spaces. Agglomeration in two or more countries may be an indication of really
strong regions with a single or more branches of the food industry. However, clustering
structures of interconnected companies are not analyzed. The aim is to present a rational for
subsequent cluster policy.
3.2.1

DA151 Processing and Preserving of Meat and Production of Meat Products

The branch that processes, preserves and produces meat and meat products can be regarded
as the backbone of the industry. It has a strong relation to the primary sector and has a wide
range of consumers across borders. Lower Saxony in northern Germany traditionally has a
strong meat industry. These companies are well known for export to other EU countries. Based
on the number of employees it is very easy to recognize that the individual farms in northern
Germany are very large. Looking at Germany as a whole, around 200.000 employees work in
the industry in 11.700 companies. Poland is not as big as Germany, but the companies there
employ 130.000 people in 3.350 companies. However, the north of Poland is much stronger
compared to northern Germany. In Sweden, many small businesses are located. In other
countries the ratio varies. A direct correlation cannot be assumed. The development of
employment figures indicates an approximated 10% decline from 2005 to 2007 in Germany,
Denmark, Sweden and Finland. The figures for Lithuania and Norway are constant, while there
is a slight deterioration for Estonia, Latvia and Poland. In contrast, the development of the
turnover is very positive. Germany has made a big leap over the last years through the
realization of economies of scale. Also Sweden, Estonia, Latvia, Lithuania and Poland have
grown. Finland and Denmark stabilized their turnover while it declined in Norway. The number
of companies followed the trend of employment. Germany, Lithuania and Poland declined, while
in the other countries the number of companies remained constant.

Employees

Number of Companies

600

50.000

500

40.000

400

30.000

300

20.000

200

10.000

100

-

Number of Companies

Employees

60.000

0
North Denmark Sweden Finland Estonia
Germany

Latvia Lithuania North Norway
Poland

Countries
Figure 6 – DA151 Processing and preserving of meat and production of meat products in BSR countries
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Map 5 - Companies DA1511 Meat

Map 4 - Companies DA1512 Poultry Meat

In processing and preserving of meat and production of meat products one of the main region is
identified in the Copenhagen area. Also in Poland where a diverse range of very large to
medium sized companies is distributed over the whole country; however Krakow, Warsaw and
Lodz are the most important regions. In Germany, the meat industry of Lower Saxony is
strongly represented; the regions of Osnabruck and Oldenburg alongside the regions of
Hamburg are main locations. In Norway, there are also regions of clustered companies in Oslo
and Trondheim, while there are quite a few large companies in several regions in Sweden and
clustering is therefore difficult. In Finland companies are spread around Helsinki, Oulu and
Tampere. In Estonia, Latvia and Lithuania the capitals Tallinn, Riga and Kaunas, are also the
centers of this industry. There are quite many companies located In Kaunas and it can be
regarded as an important center in meat production in Baltic region.
Map 5 shows the strong relation of meat processing company locations to natural environment
in the south of the BSR where cattle are preferably held. On the other hand, companies are
clustered around markets of consumption. It can also be noted that the branche is dominated by
quite a few large and very large companies. Map 4 shows a similar relation for the subdivision
of poultry. The additional processing of meat as seen in Map 6 shows a much less stronger
relation to the natural environment. The closeness to markets of consumption is more important.
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Map 6 - Companies DA1513 Meat & Poultry Meat
Products
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3.2.2

DA152 Processing and Preserving of Fish, Crustaceans and Molluscs

18.000
16.000
14.000
12.000
10.000
8.000
6.000
4.000
2.000
0

Employees

Number of Companies

600
500
400
300
200
100

Number of Companies

Employees

The NACE coding 152 includes companies that process and preserve fish, crustaceans and
molluscs and is traditionally present in the BSR. Norway has, as Figure 7 and the geographical
location at the North Sea underline, a special position and has the most companies in this
sector. Poland shows the largest absolute number of employees. But the development of the
workforce differs a lot. In Sweden, Finland and Poland significantly more employees were hired
over the last years. In Estonia, Latvia and Norway, the workforce is declining and in Germany,
Denmark and Lithuania, it remained stable. A different picture emerges looking at the turnover.
In contrast to whole of Germany northern Germany has been growing. This also holds true for
Denmark, Sweden, Latvia, Poland and Norway. While the total number of firms is quite striking
for Norway, there has been a heavy decline in number over recent years. They were also falling
in Estonia, Latvia and Poland. In other countries figures remained largely the same.

0

Countries
Figure 7 – DA152 Processing and preserving of fish, crustaceans and mollusks in BSR countries

In the processing and preserving of fish the BSR has a very long tradition due to its long
coastline. Therefore it is one of the most important economic sectors of the food industry. The
companies in Norway are spread along the coast and in Förde, Bergen and Vestvagoy we
identify the main regional centers. The leading Danish regions are Frederikshaven and Skagen.
Gothenburg in Sweden is a main center and around Stockholm there are also some companies.
The center of the industry in Finland is located in Turku and Kaskinen. In the Baltic States
Tallinn, Riga and Parnu are the most important regions. The fish processing industry in Poland
is divided into two major centers (Gdynia and Kolobrzeg) along the coast. In Germany you can
find the most companies along the coast as well, with Hamburg and Bremerhaven as the main
centers. Map 7 gives an overview of the geographical distribution.
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Map 7 - Companies DA1520 Fish
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3.2.3

DA153 Processing and Preserving of Fruit and Vegetables

Companies in the industry that process and preserve fruit and vegetables are collected in NACE
branch 153. This branch is underrepresented in the BSR. Conspicuously in light of Figure 8,
there are large differences in the number of employees per company. Especially Lithuania
stands out. Lithuanian companies have very few employees per company. While in Germany
and Poland figures are significantly higher, e.g. in Germany with 31.500 employees in 600
companies in contrast to Poland with 42.000 employees in 1.050 companies. The development
of the absolute employment figures for the branch in each country varies greatly. There were
large increases in Germany, Denmark and Estonia while figures declined in northern Germany,
Sweden and Lithuania. They were stable in Finland, Latvia, Poland and Norway. When
considering the number of companies, the same trends are visible. The turnover shows a
different distribution. Here, high growth rates were recorded in almost all countries, especially in
Poland. Only Sweden a decline, for Finland and Norway numbers were consistent.
12000

Employees

Number of Companies

Employees

200

8000

150

6000
100

4000

50

2000
0

Number of Compnaies

10000

250

0

Countries
Figure 8 – DA153 Processing and preserving of fruit and vegetables in BSR countries

In Denmark and Sweden an interregional center is located between Copenhagen and
Helsingborg. In Finland, especially around the capital Helsinki and also in Kanijoki, an
agglomeration of companies can be found. In Estonia, Latvia and Lithuania centers of the
industry are only visible around the respective capitals. In Poland, most companies are located
in Warsaw, Poznan and Lublin, but distributed over the whole country you can see a lot of
companies. For Germany, Hamburg, Hannover and Stralsund are important locations of the
branch. In Norway, the relative centers in processing and preserving of fruit and vegetables are
located in Oslo and Larvik.
The maps show a similar strong relation to the natural environment and the closeness to
markets.
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Map 10 - Companies DA1531 Potatoes

Map 9 - Companies DA1532 Fruit & Vegetable Juice

15
Map 8 - Companies DA1533 Fruit & Vegetables

3.2.4

DA154 Manufacture of Vegetable and Animal Oils and Fats

The description of the makeup of the NACE branch 154 “manufacturing of vegetable and animal
oils and fats” is relatively simple. Germany and Poland take the leading position and for a better
view to the other countries they are not included in Figure 9. Germany’s companies in the
branch are among the largest and strongest in Europe with 6.100 workers and 80 companies.
Poland has around 3.500 employees in around 100 companies. The development of the
workforce has been constant over the last few years in both countries and declined in Sweden
and Finland. In Denmark, Latvia, Lithuania and Norway increasing values can be reported.
Unfortunately for Estonia and northern Poland, the figures are confidential. It is striking again
that the highest growth rates of turnover are found in Poland but the number of employees
decreased at the same time. Large improvements in productivity are the reason. The turnover
also increased for Germany, Denmark, Sweden and Lithuania. In Finland and Norway, the
turnover has fallen consistently. The number of enterprises has not changed significantly in
most countries.
1600
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Figure 9 – DA154 Manufacture of vegetable and animal oils and fats in BSR countries

The manufacture of vegetable and animal oils and fats is a very small and specialized branch.
No real regional centers can be located in most countries. Aarhus, Oslo and Malmo are the
centers in the northern countries. For Finland, Estonia, Lithuania and Latvia, a regional analysis
is not conducive. In Poland, Warsaw is the main center. In Germany Hamburg takes the lead.
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Map 13 - Companies DA1541 Crude Oils & Fats

Map 11 - Companies DA1542 Refined Oils & Fats
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Map 12 - Companies DA1543 Margarine & Edible Fats

3.2.5

DA155 Manufacture of Dairy Products
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The manufacture of dairy products is a very much localized branch and often reflects the
economic conditions in the primary sector. Poland shows the highest absolute values in the
BSR and therefore also exhibits a very high export rate. The makeup of the workforce can be
described in short. In Sweden, it has been declining greatly. In Poland, we can also see a
downward trend. In the other nations, it has largely remained the same. The development of the
turnover is almost always positive. In Poland, turnover has been rising by 20% between 2005
and 2007. Only in Sweden and Finland, it remained constant. The number of firms per country
is diverse. In Estonia and Norway numbers were growing, while figures for North Germany,
Denmark, Sweden, Finland and Latvia stayed the same. In Germany however, there are more
large and very large companies. The relation between the number of companies and
employment is significantly different than in other countries.

0

Countries
Figure 10 – DA155 Manufacture of dairy products in BSR countries

Manufacture of dairy products is characterized by many large and very large companies on one
side and relatively small businesses on the other. In addition, the industry shows close
geographical connections to sales services and consumer markets. Therefore companies are
highly distributed over the region. This fact does not allow for any conclusions about possible
agglomerations, especially in Denmark, Norway, Sweden and Finland. For Poland, however, we
can identify structures in the areas of Warsaw, Poznan and Lodz. In Germany, this is the case
in the Hamburg area and around Grevesmühlen.
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Map 14 - Companies DA1551 Dairies & Cheese

Map 15 - Companies DA1552 Ice Cream
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3.2.6

DA156 Manufacture of Grain Mill Products, Starches and Starch Products

18.000
16.000
14.000
12.000
10.000
8.000
6.000
4.000
2.000
0

Employees

Number of Companies

1000
900
800
700
600
500
400
300
200
100
0

Number of Companies

Employees

The manufacture of starch and starch products is a highly specialized industry with a strong
focus in Germany and Poland. Other countries are quite weak in this area. Also Germany
showed increases while Poland’s employment figures decreased. The development of turnover
is almost always positive. Like the workforce, the number of firms has only increased in
Germany. The rest of the BSR either remained unchanged or partially declined.

Countries
Figure 11 – DA156 Manufacture of grain mill products, starches and starch products in BSR
countries

In manufacturing of grain mill products, starches and starch products, the clustering will be as
difficult as with dairy products. Production is highly specialized. In Denmark the companies are
distributed throughout the country. In Norway a center is established in the Oslo area, while
most companies in Sweden have established themselves in the region of Malmo. The
companies in Finland are founded in the south. In the Baltic countries we cannot determine
regional centers, but in Poland smaller centers are located in Poznan and Lodz. Hamburg and
Hannover are the main centers in Germany.
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Map 16 - Companies DA1561 Grain Mill Products

Map 17 - Companies DA1562 Starches
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3.2.7

DA157 Manufacture of Prepared Animal Feeds

The manufacture of prepared animal feeds, as seen in Figure 12, is a rather small industry. Not
considering the whole of Germany (14.500 employees and 450 companies) and the whole of
Poland (11.500 employees and also 450 companies), Northern Germany shows the highest
employment figures and a significantly smaller number of companies compared to other BSR
countries. This was already observed in previous industries. Especially in northern European
countries this ratio is diverse. On the other hand, the manufacture of prepared animal feeds
plays a minor role in eastern European countries. The development of employment figures can
be shortly described. There is only a positive development in northern Germany; in other parts
of the BSR figures have remained on the same level. The turnover trend is very much positive,
however. Especially in northern Germany and Denmark, the increase is above average. The
number of firms has remained equal on average for all countries.
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Figure 12 – DA157 Manufacture of prepared animal feeds in BSR countries

The geographical distribution corresponds to a very small industry. At least in northern
Germany, Denmark and Lithuania and in the center of Poland there are some companies
having relatively large numbers of employees. The center for Germany is Oldenburg. Some big
companies are also located in Hamburg. The centers in Poland are indentified in Warsaw,
Poznan and Lodz. For Denmark, the Copenhagen area has the focus while in Lithuania it is the
region of Kaunas. The remaining countries of the BSR are characterized by relatively small
companies. An agglomeration mapping is difficult.
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Map 18 - Companies DA1571 Prepared Feeds for
Farm Animals

Map 19 - Companies DA1572 Prepared Pet Foods
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3.2.8

DA158 Manufacture of Other Food Products
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DA158 includes companies from a rather wide range of production. Other food products include
for the most part bakeries and the product of pastries, sugar and sugar related products. But it
also includes coffee and tea products while most other beverages are found in DA159. To
explain the high numbers of employees in this area, e.g. in Germany with 440.000 employees
and 15.500 companies and Poland with 160.000 workers and 7.800 companies, we need to
look at the importance of certain sub branches. Especially the strongly localized production of
bakery and pastry goods makes up between 60 and 90 % of DA158. Figure 13 underlines
economical weight of this sub branch in all countries. Growth in Poland and Germany is strong.
In northern Germany, Sweden, Lithuania and Norway, figures have remained stable. For
Finland, Denmark, Estonia and Latvia, a slight decrease was noted. The turnover in almost all
countries has risen, particularly strong in Germany. Only Sweden and Denmark were not on the
rise. With the number of companies there are no countries with rising values and they are
divided in two groups. In Germany, Sweden, Finland, Estonia and Norway, they have remained
stable, whereas in Denmark, Latvia, Lithuania and Poland it has decreased. However, the
figures do not clearly show the structural change that has been going on especially in the
bakery business. Starting in the late eighties and early nineties, some bakery companies started
to expand heavily and began production of bakery goods in an industrial fashion. Economies of
scale were achieved. This can be seen in the following maps that show quite a few very large
companies in the more industrialized countries of the BSR. And this trend is spreading towards
the eastern European and Baltic countries. However, due to specialization of products some
smaller companies are able to compete on the local level, although competition puts tight
pricing constraints on smaller bakeries.

Countries
Figure 13 – DA158 Manufacture of other food products in BSR countries

Without a doubt, the total of sub branches of DA158 is one of the most important branches in
the food industry. It excels in all the BSR countries with a high number of employees and is
therefore an important economic factor for each respective country. Agglomerations can be
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identified in or near large consumer markets as there is a generally strong relation to a localized
market. For Denmark, the Copenhagen area is very important, while a smaller center is located
in the Aarhus area. Norway is characterized by major centers in Oslo, Stavanger and Bergen. In
Sweden, like in some other BSR countries, the industry is geographically widespread over
several smaller centers with a whole range of medium sized companies. Stockholm, Malmo,
Gothenburg and Lulea are the most important centers. In Finland, however, the greater region
of Helsinki stands out, while Turku and Tampere show two other smaller centers. In Estonia this
industry has grown with very high rates over the last years especially around the capital, Tallinn.
In Latvia, the companies are mainly focused on the capital region, Riga, while in neighboring
Lithuania the metropolitan areas of Kaunas and Vilnius inhabit some companies. In Poland, this
industry is the most important of the entire food industry and has established itself throughout
the country. The main regions are Warsaw, Poznan and Katowice. But even in Germany, this
industry is very important and many workers are employed. Hamburg is the leading region in
addition to Hannover. Finally, we can identify two transnational clusters. First, the region of
Copenhagen, Malmo and Helsingborg and on the other hand, the region of Helsinki and Tallinn
shows very high dynamics.
These descriptions are true for the bread & pastry businesses. Other sub branches of DA158
show a strong dominance of only a few companies. In general these companies are market
leaders in their respective fields of expertise. A sub BSR clustering is therefore useless.
Nevertheless, the BSR as a whole has a strong stand on the world market especially in the area
of chocolate and confectionary.

Map 21 - Companies DA1581 Bread & Pastry

Map 20 - Companies DA1582 Rusks & Biscuits
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Map 25 - Companies DA1583 Sugar

Map 24 - Companies DA1584 Cocoa, Chocolate, etc.
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Map 23 - Companies DA1585 Noodles, etc.

Map 22 - Companies DA1586 Tea & Coffee

Map 27 - Companies DA1587 Condiments &
Seasonings

Map 26 - Companies DA1588 Homogenized & Dietetic
Food
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3.2.9

DA159 Manufacture of Beverages

The manufacture of beverages in Germany (almost 74.000 employees) is one of the biggest in
Europe. In comparison, the number of employees in Poland (24.000) is fairly low. The other
countries in the BSR are characterized by more or less specialized companies. The
development of the number of employees remained at the same level over the last years in
most countries. Only for Germany and Norway a decline was reported. In terms of turnover,
there has been a whole range of developments. In Latvia, Estonia, Lithuania and Poland there
have been large increases in revenues. In Germany and the Scandinavian countries, figures
have stayed on the same level. The number of companies has remained unchanged.
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Figure 14 – DA159 Manufacture of beverages in BSR countries

The beverage industry shows a very homogeneous distribution over all countries. In Denmark,
centers are located around Copenhagen and Silkeborg. In Norway, Oslo has the regional focus
besides Bergen, while Stockholm and Malmo are the Swedish centers. In Finland, the Lahti
region, takes the first place in front of Helsinki in terms of number of companies. For Estonia,
Latvia and Lithuania the capital areas are also the centers for the production of beverages. This
is similar for Poland where Warsaw, Lodz and Krakow are identified as the main
agglomerations. In Germany, the Hamburg metropolitan area plays the most important role in
this sector of the food industry. Another center can be seen around Hannover. Beyond borders,
the region of Copenhagen, Helsingborg and Malmo once again presents itself a transnational
agglomeration for beer and soft drinks.
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Map 31 - Companies DA1591 Distilled Alcoholic
Beverages

Map 30 - Companies DA1592 Ethyl Alcohol
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Map 29 - Companies DA1593 Wines

Map 28 - Companies DA1594 Cider & Fruit Wines

Map 34 - Companies DA1596 Beer

Map 33 - Companies DA1597 Malt

30
Map 32 - Companies DA1598 Mineral Waters & Soft
Drinks

3.2.10 DA16 Manufacture of Tobacco Products
The analysis of companies manufacturing tobacco products is difficult due to confidentiality of
data. The number of companies over the whole region is low. Only few companies work in this
field. The resulting gaps in the data lead to an inaccurate assessment of the development of
indicators which is therefore not conducive. For Germany however, all data is available, so that
in this case, a consistently positive balance can be drawn. All indicators have risen.
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Figure 15 – DA16 Manufacture of tobacco products in BSR countries

Throughout the BSR region, there are no real agglomerations. Few companies dominate the
market and are spread over the whole BSR. Nevertheless, these companies play a vital role on
the world market.
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Map 35 - Companies DA1600 Tobacco
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3.3 National Perspective for Countries and Branches
This section aims at getting a closer look on every country. In contrast to the last chapter we
now compare the number of employees with the number of companies for each country and
branch. Furthermore, are a cluster analysis in accordance to the theory of the locational
quotient3 was undertaken. This perspective provides a comprehensive look on every country
and branch. For a better differentiation within the sub branch “DA158 manufacture of other food
products” – that is the biggest branch for most countries – the main sub branch “DA1581
manufacture of bread, fresh pastry goods and cakes” was added to the graphs. This serves only
for illustration purposes and is not completely analyzed in the text.
3.3.1
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In Germany the manufacture of bakery products dominates the food industry. Therefore we use
only data for the whole country and there is no separation between Germany and North
Germany. Furthermore, the processing and preserving of meat and production of meat products
gets in second place. The production of beverages follows with a large gap. The rest of the
branches are underrepresented in comparison with the first three. Over 90% of the companies
and around 75% of employees in DA158 work in the bakery business.

NAC E - Branch
Figure 16 - Branch Overview Germany

On the other hand, the cluster analysis with the locational quotient shows a differentiated picture
for northern Germany. Several large tobacco companies are located in this region. Therefore,
the regional importance is high compared to the BSR as a whole. The animal feeds and oil
branches also show an importance above average, while the other branches are

3

The locational quotient (LQ) is an index for comparing an area's share of a particular activity with the area's share
of some basic or aggregate phenomenon.
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underrepresented or on average compared to the BSR, although employment figures are partly
very high.
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Figure 17 - LQ and ES Diagram for Northern Germany
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3.3.2

Denmark
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Figure 19 - Branch Overview Denmark

For Denmark we get mostly the same picture as in Germany, the only difference is processing
and preserving of fish, crustaceans and molluscs in third position. Here we perceive nearly the
same allocation in DA158 as in Germany. Concerning the relative importance of the branches of
the food industry, most are overrepresented as in the BSR as a whole. Especially animal feeds
are agglomerated in Denmark.
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Figure 18 - LQ and ES Diagram for Denmark
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3.3.3

Sweden
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Figure 20 - Branch Overview Sweden (Employment figures from 2006, 1581 from 2007)

The Swedish food industry is much more dominated by the manufacture of other food products
then other countries in the BSR. The other branches are well balanced following the main
branch. In Sweden the manufacture of bread; manufacture of fresh pastry goods and cakes has
less than 50% of employees in the manufacture of other food products. This is a major
difference between Sweden and most of the other countries in the BSR. Of importance is also
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Figure 21 - LQ and ES Diagram for Sweden

the chocolate industry as well as the seasonings industry.
Although Sweden has a strong standing on the world market with several market leaders, the
whole industry is largely underrepresented compared to the BSR as a whole. Only the oils and
fats branch shows importance above average.
3.3.4

Finland

The food industry in Finland is characterized by bakery products, meat products, dairy products
and beverages, as far as employment figures are concerned. Like in most other countries we
see that basic food industries with large consumer markets are still located in every region. In
case of Finland there are also quite a few big players with world market influence.
Looking at the locational quotient, only two food branches are represented above average in
regards to the whole of the BSR: Diary products as well as oil & fat products.
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Figure 22 - Branch Overview Finland
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Figure 23 - LQ and ES Diagram for Finland

3.3.5

Estonia

For Estonia the manufacture of meat, dairy and bakery products dominates the industry.
However, there is an interesting statistical fact to the bakery business in Estonia. The relation of
companies to employees is different than in most other countries. Fish also plays an important
role in terms of company numbers but only few employees work in the field.
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Figure 24 - Branch Overview Estonia (1581 from 2006)
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Estonia
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Figure 25 - LQ and ES Diagram for Estonia

Most branches of the food industry are relative more important compared to the whole of the
BSR. This is due to the fact that more employees work in the food business compared to the
whole working population in Estonia than in other BSR countries. The industrialization of the
Baltic countries from the primary to the tertiary sector has been developing as far as in the other
countries. This will of course – as the growing service sector in these countries shows – change
over time. However, for Estonia the branches of beverages, dairy and fish production should not
be underestimated according to this explanation. They are strongly overrepresented.
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3.3.6

Latvia
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Figure 27 - Branch Overview Latvia (1581  year 2006)

In Latvia we can identify a few other important branches on a similar level of importance than
the bakery business. Besides the production of bread related products, the production of meat,
fish, dairy products and beverages is fairly strong regarding the size of the country and its
workforce. But we still see many historically developed large companies in the industries of
basic production. Like in other countries from the former Eastern bloc, company structures from
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Figure 26 - LQ and ES Diagram for Latvia
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socialist backgrounds can still be identified. With the ongoing process of opening to the world
market and adapting company structures, products and prices this will change. The same is true
for development in the service sector with growing relation to the primary sector. The
importance of the food branches should therefore decline over the next years in relation the
service industries and the whole of employment in the country. By now, most food branches
show importance above average in relation the whole of the BSR. Nonetheless, the production
of fish and dairy products as well as beverages is fairly strong in relation to total employment in
Latvia.
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Lithuania
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Figure 29 - Branch Overview Lithuania (1581  year 2006)

Lithuania shows a diverse picture. The largest branch is the production of bakery products. But
also the branches of meat, fish, fruit &vegetables, dairy and beverages show significant figures.
However, strong variations in relations of employees per company are identified. While dairy
products are produced in only a few large and very large companies, the business of fruit &
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Figure 28 - LQ and ES Diagram for Lithuania
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vegetables shows clearly large numbers of small firms. Concerning the relative importance of
the branches, the same holds true as in the other Baltic countries. Industries close to the
primary sector are still quite large in relation to the other industries and the total employment of
the country. The relative importance is therefore above average in almost all of the
subbranches.

43

Poland
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Figure 30 - Branch Overview Poland (1581  year 2006)

Poland has the second largest food industry in the BSR following Germany. The domination of
bakery related food products continues in Poland. Following this branch, the processing and
preserving of meat and production of meat products is the second largest branch. The
manufacture of dairy products and processing and preserving of fruit and vegetables are also
relatively large compared to these branches in other countries.
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Figure 31 - LQ and ES Diagram for Northern Poland
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As the food industry is closely related to the primary sector, the same situation like in the Baltic
countries can be identified. Most food branches are relatively more important compared to the
whole of the BSR. Traditional structures can still be found in parts of the industry. Large
company structures, having been found during times of the socialist government, still operate
but are more and more adapting to the world market. Although some structures might not be
efficient enough to compete on the international and even regional level, there are others that
are able to adapt and innovate.
In terms of relative importance of the meat, fruit and fish industries shall be mentioned as they
play an important role in the development of the food industry of Poland and especially Northern
Poland.
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3.3.9

Norway
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Figure 33 - Branch Overview Norway (no data available for 1581)

In Norway the food industry is dominated by the production of fish related products. On the
other hand, the absolute figures for employment show the importance of the meat industry as
well as the dairy and beverages branches.
The other side of the picture is the relative unimportance of the Norwegian food industry
compared to the whole of the BSR. This is due to the fact that the employment share of the
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Figure 32 - LQ and ES Diagram for Norway
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industry is significantly lower in Norway than in the other countries. Most people work in the
tertiary sector, therefore structural change has gone further than in the other countries. Only few
people are employed within companies of the food industry although several companies play a
vital role on the world market and especially on the BSR market.
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3.4 Productivity, Share of Employment, Turnover per Employee
3.4.1

Productivity

The productivity is defined as turnover per employee and was analyzed for each country to
understand the level of industrial and structural change. The analysis shows that countries can
be divided into three categories as Figure 34 suggests. The Northern European countries
(Norway, Finland, Denmark and Sweden) present the highest productivity figures, followed by
Germany and Lithuania and with much lower figures Estonia, Poland and Latvia. The Latvian
food companies show only around 10% productivity than those from Sweden. This shows
significantly different structures in the development of local food business. As mentioned earlier,
traditional structures are still inherent. However, the general economical development of the
countries with low productivity can lead to the expectation of a reduced productivity gap during
the coming year. Business structures of scale advantages are being introduced while product
quality and therefore product pricing is growing. On the other hand, these countries still
compete with much lower employment costs and it will take years to catch up with the levels of
the other countries.
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Figure 34 - Productivity (Turnover (Th. €) per Employee) in DA15 manufacture of food products
2007
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3.4.2

Share of Employment in the Food Industry

Fehler! Verweisquelle konnte nicht gefunden werden. shows the relation of employees in
the food industry to total employment in each country. It creates an overview of the relative size
of the food industry. Again, between countries of the BSR there is a big difference. The average
share of employment in the BSR is 2.4%. As a further comparison, the proportion in the entire
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Figure 35 - Share of Employment in the Food Industry for each Country

BSR and the EU27 countries is presented. It facilitates the classification of the respective
percentages. For most countries the figures are at the expected level. It underlines the analysis
of the previous chapters where the different level structural development was seen to be a
major factor of the industrial makeup. While the food industry in Poland and the Baltic countries
is still more closely related to the primary sector and company structures still rely on a socialistic
heritage with fairly large companies as well as a different path of industrial development, the
share of employment is high. On the other hand, there are the highly industrialized countries
where economies of scale have extensively been developed that led to a decline in employment
in the food industry and growing numbers in the service sector. Furthermore, it is apparent that
the food industry very much underrepresented in Finland. Here, the very strong service sector
and the technology branch are dominant.
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Figure 36 - The Economies in Total 2007

In Figure 36 the figures for the entire economies of the countries in the BSR are shown. The
number of workers is shown on the left axis and on the right axis will be shown the absolute
company number. The workforce is employed or self-employed engaged in an economic
activity.
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3.4.3

Employment per Company

Figure 37 presents the relation between companies and their associated employees. The
average for the BSR is 30 employees per company. The analysis shows that the conclusions
drawn in the previous chapters cannot be the reason for developing differences as we look on
the whole food industry. While companies from the Baltic countries and Poland employ more
employees on average and the other more industrialized countries employ less on average,
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Figure 37 - Employment per Company 2007

Denmark and especially Northern Germany show high employment rates per company. The
reason for that can be seen to be the higher numbers of large and very large companies in the
food industry. But this is not true for all sub branches. For Northern Germany and Denmark
large companies mainly operate in the areas of meat and fish production, refinery of oil
products, dairy as well as bread & pastry products. The proximity to several large consumer
markets due to their location in the center of Europe, economies of scale were achieved and
companies developed to a significant size.
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4. Conclusion
To summarize, the capital regions of the BSR determine the economic reality across all
branches of the food industry. Hamburg as well as Copenhagen and Malmo are prominent in
the food business. The agglomeration theory supports that. Companies with close ties to
consumer markets tend to locate close to or in consumer markets. As the food industry is an
industry of daily used products, this correlation can be found almost any sub branch of the food
industry. Besides that most companies have a long tradition, only few companies are newly
established businesses that mainly operate in specialized markets. Therefore close ties to
region where the company or headquarter of the company is located are imminent.
However, the effectiveness of scaled productions has led to increasing market competition
beyond the BSR in certain sub branches of food industry. But this only seems to be true for the
more basic products. A rule of thumb can be: the more basic the product, the larger the
companies. Still, even within sub branches like the production of bread and pastry goods there
have been developments of localized specializations. Larger companies in the business of
producing bread products needed to standardize their products in order to achieve economies
of scale. That provided for a void to be filled by smaller and specialized companies. Due their
specialization they only adhere to small and more localized consumer markets. Therefore, there
will be a divide in some sub branches between large and small companies that will coexist as
their products are even complementary.
The other side of the picture is still a different company structure due to the socialist heritage of
some countries in the BSR. It is expected that companies will more and more adapt to
competitive structures that are common on the world market as they are in fact doing. But this
will probably lead to significant changes in employment structures in the whole economy. For
the food industry this will see a decline in total employment in general. This does not mean that
the importance of certain sub branches in these countries will diminish.
For the whole BSR one must conclude that the industry is very much heterogeneous. It shows a
significant strength on the European market with well known companies and world class brands.
Certain regions are well known for specialized products. Some clusters – even transnational
cluster – across several sub branches could be identified and show the potential for corporate
efforts in developing the clusters further as in fact this is taking place.
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Appendix 1 - NACE Classification Rev. 1.1, Food Production
DA
15
151
1511
1512
1513
152
153
1531
1532
1533
154
1541
1542
1543
155
1551
1552
156
1561
1562
157
1571
1572
158
1581
1582
1583
1584
1585
1586
1587
1588
1589
159
1591
1592
1593
1594
1595
1596
1597
1598
16

Manufacture of food products, beverages and tobacco
Manufacture of food products and beverages
Production, processing and preserving of meat and meat products
Production and preserving of meat
Production and preserving of poultry meat
Production of meat and poultry meat products
Processing and preserving of fish and fish products
Processing and preserving of fruit and vegetables
Processing and preserving of potatoes
Manufacture of fruit and vegetable juice
Processing and preserving of fruit and vegetables n.e.c.
Manufacture of vegetable and animal oils and fats
Manufacture of crude oils and fats
Manufacture of refined oils and fats
Manufacture of margarine and similar edible fats
Manufacture of dairy products
Operation of dairies and cheese making
Manufacture of ice cream
Manufacture of grain mill products, starches and starch products
Manufacture of grain mill products
Manufacture of starches and starch products
Manufacture of prepared animal feeds
Manufacture of prepared feeds for farm animals
Manufacture of prepared pet foods
Manufacture of other food products
Manufacture of bread; manufacture of fresh pastry goods and cakes
Manufacture of rusks and biscuits; manufacture of preserved pastry goods and cakes
Manufacture of sugar
Manufacture of cocoa; chocolate and sugar confectionery
Manufacture of macaroni, noodles, couscous and similar farinaceous products
Processing of tea and coffee
Manufacture of condiments and seasonings
Manufacture of homogenized food preparations and dietetic food
Manufacture of other food products n.e.c.
Manufacture of beverages
Manufacture of distilled potable alcoholic beverages
Production of ethyl alcohol from fermented materials
Manufacture of wines
Manufacture of cider and other fruit wines
Manufacture of other non-distilled fermented beverages
Manufacture of beer
Manufacture of malt
Production of mineral waters and soft drinks
Manufacture of tobacco products
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