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The social cohesion of Denmark, embodied in its strong tradition of rural
cooperation, has often been promoted as a model for successful
development. Francis Fukuyama (2011) described the issue facing
developing countries as the problem of ‘getting to Denmark’, a metaphor
for a society characterised by good governance, the rule of law, and related
virtues leading to wealth and prosperity. But can and should developing
countries aspire to ‘get to Denmark’? This briefing analyses the economic
development of Denmark through history and concludes that the lessons
from Denmark have been misunderstood.

Key findings

e Trust in government and experts is as important now as ever due to,
for example, the challenges of COVID-19 and persistently difficult race
relations in many countries. The social cohesion of Denmark,
embodied in its strong tradition of rural cooperation, has often been
promoted as a model for successful development. This essay
concludes that the lessons from Denmark have been misunderstood.
Diversity, openness to ideas from abroad, education, and science were
important factors behind Denmark’s economic take-off in the late
nineteenth century. However, this process did not happen overnight,
and was the result of over a century of gradual change.

e Denmark in the mid-eighteenth century had much in common with
today’s ‘failed states’ which might only aspire to the level of welfare
enjoyed by modern Danes. The country suffered from extremely poor
institutions, including coerced labour and frequent warfare, as well as
environmental catastrophe. However, a century later the
environmental problems appeared to be solved, and modern
cooperative butter factories spread around the countryside offering a
balanced growth path between town and country probably
unmatched elsewhere. Today Denmark in the mind of many
embodies social cohesion, even if the cooperative countryside is
largely gone.

e Older literature has emphasised the role of rural cooperation for
development, although newer work has tended to downplay this.
However, the cooperatives they analyse are very different from those
that emerged in nineteenth century Denmark. We find that previous
analysis has overemphasised cooperation as a way out of agricultural
poverty. The Danish cooperative movement was an outcome rather
than the cause of the development of Denmark.

e The success of the Nordic countries including Denmark, in everything
from the Norwegian sovereign oil fund, to the welfare state, to the
emergence of the Danish cooperatives themselves have been put
down to the homogeneity of the populations. This has unfortunate
implications for immigration policy. But in fact, diversity was a
strength in historical Denmark.
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Denmark’s development had much to do with historical landed elites,
many of whom moved into the Kingdom from German-speaking
parts of the realm in the eighteenth century. These elites found a
powerbase, encouraged investment in education, science,
bookkeeping, the discovery of markets abroad, and more.

The peasant cooperatives emerged in conflict with this elite, but
ultimately benefited from its accumulated knowledge and
experience.

Our research finds that developing countries don’t have to be like
Denmark to ‘get to Denmark’, but lessons from Danish history about
openness (not just of the developing country, but also of potential
export markets), education and the role of the landed elite will
resonate in many developing countries today.



Introduction

‘Getting to Denmark’ is often referred to as shorthand for the most
fundamental problem of developing countries: how to create a functioning
political order and government that ensures good governance, the rule of
law, and related virtues. Francis Fukuyama (2011, p. 14) is often credited with
having coined this expression, although he himself refers to Pritchett and
Woolcock (2004, p.192), who use ‘Denmark’ as a metaphor for a country with
functioning public services ‘assured by effective, rules-based, meritocratic,
and politically accountable public agencies’. Although it is not the only
country with such ‘Danish’ features, Denmark is indeed a stellar example
of a state that is trusted by its citizens, and generates solutions that
sustain a high level of economic development in the long-run, as well as
the kind of short-run crisis responses many are looking to these days.:

Unfortunately, Pritchett and Woolcock (2004) conclude, there is no clear,
uniform path to ‘Denmark’, but there are many ways in which the trade-off
between the interests of elites and bureaucrats on the one hand and the
general population on the other leads to failure. Indeed, they argue, the
search and application of a general solution is part of the problem.

We take up this idea and ask how the real Denmark ‘got to Denmark’. We
ask whether there is anything that can be learned from its experience, and
whether imitating the Danish development path could be desirable for
developing countries roughly 250 years after Denmark started moving in
that direction.

Figure 1: Getting to Denmark in 1810: enclosed family farm, cows and
milkmaids in Spejlsby on the island of Mgn

Source: C.W. Eckersberg, En udflyttergard af bondebyen Spejlsby pa Man, 1810.

! Peter S. Goodman, ‘The Nordic Way to Economic Rescue’, New York Times, March 28,
2020.



Our version of the Danish story starts in 1750, when Denmark, like many
developing countries today, had a large share of its population in the
countryside engaged in low-productivity agriculture under conditions that
did not provide impartial public services or establish level playing fields in
politics, the economy and society. The private initiative of the overwhelming
majority of Denmark’s inhabitants was choked off, and there seemed to be
little scope for economic development. By 1900, however, the Danish
countryside had become an economic powerhouse following a number of
reforms and innovations (see Figure 1 for an idealised view of the results of
agrarian reform). Small and medium sized farmers successfully managed to
overcome rising import competition in their traditional main export market
for grains by diversifying into animal husbandry. By organising themselves
into cooperatives, they successfully competed in international markets and
dominated the supply of butter and bacon to Britain, the leading economy
of the time. Domestically, they established ‘cooperative Denmark’, a
network of economic associations that supported an active civil society and
social fabric that socially and politically empowered the farmer class.
Contemporary observers and later scholars identified these as the
foundations of how Denmark ‘got to Denmark’, before the phrase existed.
Politicians and their advisors exported elements of the Danish system -
from cooperatives to red cows and slaughterhouses - abroad as
development aid, and Denmark itself served as model for rural
modernisation in places as different as Iceland and India. In most cases this
led to little success, because — as we argue in line with Pritchett and
Woolcock - red cows, slaughterhouses and cooperatives were what
‘Denmark’ looked like in Denmark, but were not what other places required
on their path to similar outcomes. We revisit the Danish case and outline
that it does indeed offer lessons for economic development, but these
require digging deeper and going further back in time.

What characterises Denmark today? And how did it get
there?

A focus on Denmark is timely for several reasons. Denmark, together with
its Nordic neighbours, is one of the countries in the world with the lowest
economic inequality and highest social mobility. The Nordic countries have
developed and maintained unique welfare states, which cover health,
education and social protection for the whole population. They are ranked
highly on the Human Development Index, as well as in terms of women'’s
rights, education and work opportunities. Moreover, today Denmark is one
of the richest countries in the world, a position it attained after developing
unusually rapidly from the end of the nineteenth century, as illustrated in
Figure 2.



Beyond the realm of economics, Denmark frequently tops rankings of such
abstract concepts such as freedom: and safety:, no doubt contributing to its
frequently touted position as one of the happiest countries in the world-.

Figure 2: Danish GDP per capita in 1990 international Dollars, 1820-1914.
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Source: Own work based on data from Bolt and van Zanden (2014).

In many respects Denmark in the eighteenth century, however, looked
like many developing countries today. Large landowners dominated the
countryside, and institutions such as local monopolies and coerced labour
(quasi-serfdom) were ruled over by a king who at least in theory enjoyed
absolute sovereign power. By the middle of the century the country was
more or less bankrupt from frequent war against Sweden, although this
spurred much of the change which, we argue, was to set Denmark on the
path towards development. The King, looking to raise revenue, privatised
much of his vast landholdings, and largely aristocratic landowners from the
adjacent German lands saw an opportunity to make a profit. They
purchased the land and introduced a crop rotation system known as
Koppelwirtschaft which was already widespread where they came from.
Due to the large amount of pasture set aside as fallow this was also
associated with large herds of cows and centralised dairy facilities: what
later historians have termed the Holstein system, and what we see as the
start point of the development of Danish agriculture —in striking contrast to
the ideal of peasant cooperatives which for a long time dominated the
national narrative, and inspired failed attempts to export the Danish
development model.

2Human Freedom Index, Cato Institute.
3 Global Peace Report, Vision of Humanity.
“World Happiness Report, United Nations Sustainable Development Solutions Network.
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Influenced by the ideas of the enlightenment, the new agricultural elite
pushed for a number of important reforms including land reform, whereby
private property rights were gradually introduced, and coercive labour was
abandoned. This set the scene for a new pattern of land distribution
characterised by winners and losers, as a class of family farmers emerged,
but others were relegated to smallholdings or remained landless. Many of
the landless were to choose to emigrate to America in the late nineteenth
century — once transport costs had fallen to an extent which made this
possible — and some of them formed the core of agricultural communities

there which were to play an important role in developing the American
dairy industry.

The elites did not stop with copying agricultural technology from beyond
the borders of the kingdom, however. They continued to innovate,
introducing for example sophisticated bookkeeping and accounting
systems, which allowed them to keep track of their production choices, both
on how to produce most efficiently, and for what was most profitable, with
butter increasingly being the product of choice. They helped found
organisations such as the Danish Royal Agricultural Society which
established apprenticeships, formal schooling, and scientific journals and
lectures to share best practice. The journals and schools eventually began
systematising the information collected in the accounts, as illustrated in
Figure 3.

Figure 3: Comparative report on the annual production of 23 dairy units
in 1881.
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Of course, they also needed a market for their goods, and the landed elites
were joined during the second half of the nineteenth century by merchants,
who helped share information and establish trading routes with the UK,
which was the big, industrialising market for agricultural produce at the
time. Responding to incentives offered by merchant and international
markets, Danish farmers adopted production patterns and technologies
from the elites. The main outcome of this imitation was the foundation of
hundreds of cooperatively owned butter factories, which covered the
country in the 1880s following the invention of the steam powered
automatic cream separator (a centrifuge), a technology which allowed for
the centralisation of peasant production along more or less the same lines
as the elites had enjoyed a century earlier. Cooperative creameries spread
at an impressive speed: By 1894, just 12 years after the first was established
in 1882, there were already more than 900 of them, a number that rose to
close to 1200 by 1914, in a country with around 1650 rural parishes.

We find that the geographical pattern of the location of the cooperatives
established over the first decade after 1882 shows a remarkable
correlation with the presence of the enlightened elites in the late
eighteenth century, providing evidence for our hypothesis that the
landed elites provided the inspiration for the peasant cooperatives. We
also note that this spread, being focused on the countryside, provided a
natural counterbalance to development in urban areas, leading to a
perhaps uniquely balanced growth path in striking contrast to the
development story of many other countries.

Was homogeneity a source of strength?

The homogeneity of Scandinavian populations has often been cited as an
explanation for everything from Norway's vast sovereign oil fund to the large
welfare states. For Danish history, it has been suggested that its ability to
cooperate owed much to its homogenous population, in contrast to for
example Ireland, a traditional leader in butter exports which lost ground to
the Danish cooperative exports, even on its ‘home turf of the rest of the
United Kingdom. On the other hand, diversity can be considered a strength
if it allows for new ways of thinking, but can become a hindrance to
development if it results in cleavages and conflict between elites and the
general population.

Our analysis nuances the ‘usual’ story about homogenous Denmark. The
elites who got the process of agricultural development underway were a
homogenous group of rich people who had discovered a love for
improvement and efficiency, despite their different regional and national
backgrounds. They formed exclusive organisations such as the Danish Royal
Agricultural Society, and while they were active in spreading best practice
across the country, it was clear that this was mostly directed towards
themselves. When the cooperative creameries started to spread, they were
initially jealous of their success and the resultant competition, and
commissioned a report to prove that they were inferior, although this
concluded the opposite, giving an important boost to the emerging
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movement. The fact that they were unable to block the rise of the peasantry
says perhaps a lot about the particular institutional framework in Denmark,
in contrast to other countries where landed elites are often considered to
be the barrier to rural development. Moreover, even this simple dichotomy
between large landowners and peasants oversimplifies the situation.

Within the cooperatives themselves, certain groups gained while others
lost, which might have led to conflict. In line with contemporary
enlightenment thought, women seem to have been eased out of
industrialised dairying fairly peacefully. We of course have no idea about the
conflicts this might have led to at home, although they were surely
mitigated by the fact that women’s work in dairying had been extremely
hard. An evangelic movement known as the Inner Mission also gained
ground in the late nineteenth and early twentieth centuries, leading to
conflict between rival creameries at the village level over the question of
whether to be open on Sundays or not. But this was in no way as fierce as
the conflict between largely Catholic-owned cooperatives and protestant-
owned proprietary operations in Ireland, for example. The losers from the
agrarian reforms who were left with little or no land occasionally employed
revolutionary rhetoric, but in the end many of them decided to ‘exit’ rather
than ‘voice’ by migrating to the United States and Danish urban centres. All
in all, Denmark was indeed a relatively peaceful place in the nineteenth
century, following the Napoleonic War, as symbolised in the national history
by the peaceful enactment of a (for its time) democratic constitution in 1849,
in contrast to the revolutions which at that time were shaking much of
Europe.

What appears to have been important was perhaps homogeneity and
group identity within certain parts of the population, including the elites,
who both desired to generate income from their estates, but also expressed
a strong ‘patriotic’ desire to make Denmark a better place, although they
certainly promoted differing approaches to this. The rural elites might not
have felt much in common with the farmers who went on to found the
cooperatives, but their reforms and innovations made this progress
possible, and the peasants themselves, through the cooperative movement,
found their own sense of identity which was, until after the Second World
War, to be the defining feature of Danishness: the small-scale, democratic,
peaceful and cooperative countryside.

What was the role of the elites and government?

Outside Denmark, and in development economics in general, traditional
landed elites have a bad reputation. They are seen as conservative forces
that combat political and economic modernisation, which would otherwise
lead to industrialisation and structural change. They block the processes
that empower other, rival, social groups, the urban-based middle classes
and industrialists, and relegate the countryside to a back seat in the
economy and society. Traditional rural power structures were often
characterised by inequality and exploitation in many dimensions, and as
modernisation threatens the basis of such exploitation, elites often aimed
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at barring the rest of the rural population from taking part in it, e.g., by
manipulation and/or underfunding education or by outright mobility
restrictions, such as the serfdom they imposed on the rural Danish
population and the slaves they brought to plantations in the Caribbean.

As discussed above, by 1750, the Danish countryside fulfilled most of these
characteristics within an absolutist monarchy. Peasants worked the
dependent farms of landed estates, mainly owned by aristocratic landlords,
and were subject to a variety of dues, including forced labour, and bound to
landed estates by quasi-serfdom mobility restrictions. Their education was
provided via church-led schools, for which the large landowners had special
rights in the appointment of local priests and teachers. Landlords similarly
determined the administration of local justice and military recruitment.

From the 1760s an increasing large fraction of the landed elites in Denmark
became more market oriented and the started to behave economically
more like bourgeois ‘middle classes’ than like feudal landlords towards the
outside world, by introducing the Holstein system and increasing efficiency
and productivity in cultivation. Internally, however, they continued to exploit
their privileges and used the forced labour of their tenants, who worked
about 90% of the land on their dependent farms, in the modernised
production system. From the 1780s, however, the central government
enacted a series of reforms that enabled the peasants to become
independent farmers and take their own decisions: quasi-serfdom was
abolished, peasants could now obtain very long tenancies or buy out owners
of ‘their’ tenant farms. Communal cultivation systems were dissolved
through enclosures, and justice and administration were handed over to
government-appointed local administrators. Rural elites were thus stripped
of most of their economic and political control over the peasantry and for
the most part could and had to concentrate on their role as agricultural
businessmen (cf. Kjaergaard, 1994). Their production models, however,
served as guidance for the modernisation of peasant production, which, 100
years after the onset of the reforms, saw the emergence of the cooperative
movement as the new protagonist in modernising rural Denmark that even
substituted some of the urban merchant elites in the export of agricultural
products.

This empowerment of the peasantry crucially benefited from early
compulsory primary schooling and the establishment by the government
and the institutions of the agricultural elite of educational facilities like
agricultural schools, the Royal Veterinary and Agricultural University, and
extension and apprenticeship programs. While the government did little to
actively promote specific sectors of the economy by means of industrial
policy, it nevertheless contributed to the bases that made widespread
‘entrepreneurship’ and knowledge spillovers from elites to common
farmers possible. When the existing tariff on cheese as a luxury good turned
out to provide implicit subsidies to the rising dairy industry, the government
let this happen.
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Rural elites instigated the government to undertake some of the
aforementioned initiatives, and therefore were facilitators of knowledge
and infrastructures that were used more widely than for their narrow
self-interest.

How did openness contribute?

Openness played a key role for the Danish development story from the
word go. The privatisation of royal land and the fact that a largely German
elite could move into Denmark represents clearly how well-functioning
markets (for land) and openness to ideas and migration can allow for
technology transfer. The openness of the United States was to play an
important role in the late nineteenth century, allowing for surplus labour to
move and potentially incomes to increase. For much of the nineteenth
century, Denmark also saw sizeable inflows of immigrants from Sweden and
Poland into agriculture, helping to boost production in rural regions.

Beyond migration, openness to ideas was also embodied in the scientific
literature, public lectures and apprenticeships which were organised by the
elites. They actively encouraged the spread of best practice, and they, and
later the government, were central to establishing agricultural schooling
and extension services. Although Denmark initially imported ideas such as
Koppelwirtschaft and the automatic cream separator, and translated for
example foreign language literature for its own scientific press, it was later
to become an exporter of technology and practice to countries around the
world.

Trade policy was also relatively open, at least from the final decades of the
nineteenth century. Indeed, this forms part of one of the classic explanations
for the Danish success story: at a time when cheap agricultural produce was
flowing into Europe from the United States following the Civil War,
Denmark chose to remain open and used the cheap grain to feed livestock,
capturing the market for butter and bacon in the United Kingdom. These
products were relatively protected from American competition, due to the
difficulties of shipping animal produce before refrigeration. All this of course
also depended on the free trade stance of the United Kingdom itself, which
allowed the Danes to export such large quantities of high-quality produce
in the first place. This provides striking lessons for development policy
today, given the protectionist stance of most rich countries.

Are cooperatives useless for development?

We argue that the Danish cooperative movement was more likely an
outcome than the cause of the development of rural Denmark and the
country as a whole. Therefore, simply exporting the idea of peasant
cooperation is unlikely to yield the same results. A good example of this are
the government-sponsored cooperatives that emerged during the Cold
War era in post-colonial development planning all over the world. Such
cooperatives were set up from above to provide peasants with the means
and infrastructure for agricultural modernisation and aimed to relieve their
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poverty. They also served as vehicles for the political organisation and
control of peasants. Such paternalistic institutions, however, discouraged
peasant’s initiatives and depended on government subsidies, and therefore
played a very different role for development compared to Denmark’s
bottom-up cooperatives.

In the context of the pro-market reforms of the Washington Consensus
after the end of the Cold War, cuts in government subsidies often meant
that these cooperatives lost their function and economic basis. Some
managed to convert themselves into bottom-up initiatives for the
facilitation of marketing and the reorientation of peasant production in
changed environments. By the early 2000s, bottom-up cooperation was
rediscovered by development institutions as part of initiatives to foment
economic development through social capital (cf. Birchall, 2004).

Precisely because small rural producers often lack access to knowledge,
capital and marketing channels to benefit from high-value agricultural
demand, by pooling resources and contracting expertise, cooperatives can
significantly improve cultivation, bargaining power and incomes. To make
them work, however, ‘ownership’ of the cooperative by its members is
central, and paternalistic solutions are unlikely to achieve that. Such
‘ownership’ and peasant initiative is likely to be highly correlated with the
drivers of the Danish development process outlined in the previous sections,
like property rights, education, access to advanced agricultural knowledge
and techniques, and marketing channels.

Can and should developing countries aspire to ‘getting to
Denmark?’

In the introduction, we explained the title of this briefing and asked how it
might be possible to get to Denmark, and whether you would really want
to. The lesson from our work is somewhat nuanced, and before answering
these questions it is necessary to ask how Denmark itself got to Denmark.
Our work stresses the role of landed elites who certainly did not desire the
rise of the peasant classes but failed to block them. We note that the
homogeneity of the Danish experience has almost certainly been
overemphasised - and besides, there are many other homogenous
populations which did not enjoy similar success. Whether getting to
Denmark is possible is a moot question given the failure of the direct
export of the Danish development model, although our work suggests
that this had much to do with an overemphasis on cooperation as the
way out of agricultural poverty, as well as an attempt to impose a form of
cooperation which had little to do with the bottom-up movement of free
peasants which Denmark witnessed in the nineteenth century.

By contrast, the desirability of the outcome in terms of Danish living
standards today cannot easily be questioned. Denmark is far from perfect,
but it enjoys a level of security unmatched in most of the world, at least for
its own citizens. But whether developing countries would necessarily desire
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to go through the same extremely lengthy development path as Denmark
is more questionable. Perhaps development is not something which can be
organised into five-year plans, but one might hope that development can
take less than a century. So probably (fortunately) you don’t have to be
like Denmark to get to Denmark, although the lessons about openness
(not just of the developing country, but also of potential export markets),
education, as well as the not-completely negative role of the landed
elite, will certainly resonate with many developing countries today.
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