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Development Paths 

Jari Eloranta (University of Helsinki), Jari Ojala (University of Jyväskylä), Oriol Sabate (Lund 

University) 

 

Introduction 

In this chapter, we aim to compare the Nordic societies in a broad manner in the last 200 years in their 

process of “sailing” (with the implication of rough waters along the way) from social fragmentation to 

welfare societies. Our main goal is to examine the co-evolution of economic, political, and fiscal factors 

among the Nordic societies in the long-run by making use of recent longitudinal datasets. Even if an in-

depth analysis of the interplay of these factors would require further theoretical discussion, extensive 

quantitative modeling, and qualitative contextualizing analysis, we can map out some key patterns that 

characterized the shift toward more peaceful and well-functioning societies. We specifically focus on the 

process towards economic and political convergence that took place, with some exceptions, in the latter 

part of the 20th century. The chapter shows that the paths towards welfare states were not entirely similar 

among Nordic countries, and that some of the pivotal forces and periods were connected to crises, namely 

these were a not processes that were smooth or inevitable. Moreover, we also examine how these processes 

of convergence translated into the realm of fiscal and social policies, and to what extent they were related 

to decreasing levels of social fragmentation. We conclude our paper with some general findings and 

discussion of current day problems from a comparative historical perspective.  

The relationship between the factors leading to economic or social convergence remains a disputed matter 

in the literature. The foundations of welfare societies today – which Nordic societies typically are classified 

as - are typically linked to democratic institutions: it is hardly possible to build a welfare society - nor a 

comprehensive welfare state - without a democratic society and government.1 However, the linkages 

between democratic institutions and economic development are far more difficult to pinpoint.2 There are 

several examples in the world today of fast growing countries without democratic governance structures - 

moreover, history offers us plenty of evidence of such cases. Similarly, the relationship between the welfare 

state and economic growth is hard to ascertain. While some authors have warned us about the negative 

consequences of social assistance (for instance, due to lowering work incentives and poverty traps), others 

have found no negative effects of welfare policies on economic growth.3 According to Peter Lindert (2004), 

Nordic welfare states have seemingly emerged as “free lunches”, i.e. not having harmful economic impacts 

due to their broad investments in education and societal harmony and their tendency to fund these endeavors 

via indirect taxes, especially so-called sin taxes, such as taxes on alcohol and tobacco consumption, or from 

the use of cars.  

The Nordic region is indeed an interesting case of study. It has been characterized by relatively fast 

economic growth especially during the 20th century, and convergence to the West despite late 

industrialization, an early extension of the voting franchise, and far-reaching welfare policies, while 

exhibiting at the same time social and political unrest well into the early decades of the century. Nowadays 

the region represents one of the most illustrative examples of welfare state: Finland, Denmark, Sweden and 

Norway appear (in this order) among the top-10 social spenders across the OECD in 2018.4 According to 

the most recent World Happiness Report (2020), the Nordic countries seem to have the highest happiness 
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levels on the planet, indicating broad satisfaction in their respective societies.5 The extent to which Nordic 

countries can be considered part of a coherent unitary bloc, however, remains dubious.6  

By using a variety of indicators from recent data collection efforts, we can distinguish certain general long-

term patterns, namely that most of the convergence towards social peace – here broadly defined as societies 

with less violent crimes and political unrest as well as extensive civil freedoms – in the Nordic region 

occurred during the era of fast economic growth and catch-up with the leading Western economies, 

development of welfare states, and mature and functional democratic institutions. Some of the key social 

transformations were indeed connected to industrialization and global conflicts and their aftermath, and 

those processes helped bring about the emergence of similar political cultures and welfare institutions 

among the Nordic countries. The path and timing of the transition into these welfare states, however, 

differed significantly across the region. We argue that the Nordic societies evolved through phases from 

socially fragmented societies towards welfare states through social integration. Denmark and Sweden 

appear to be the regional pioneers in developing democratic and welfare institutions, whereas Norway’s 

and Finland’s cath-up took place during the post-World War II period. Consequently, the two former 

attained better levels earlier in most of our indicators of social fragmentation. There is today, though, 

increasing evidence of rising social fragmentation through polarization in which certain groups in the 

society feel left out of the benefits of the high standards of living and globalization, which in turn is a 

challenge for democracy and might lead to social unrest in the future.  

In the following sections, we will first explore some of the theoretical dimensions of the linkages between 

democracy, economic growth, and welfare policies. Then we will switch gears to analyze the evolution of 

these factors in the Nordic region since the early 19th century. This will be followed by examination of the 

various institutional patterns and indicators of social fragmentation. We will specifically look at the extent 

to which the path towards more peaceful and egalitarian societies took place during periods of 

democratization, economic growth, and fiscal expansion. We will then conclude with some overall findings 

and discussion of future challenges.  

 

Democracy, Economic Growth, and Welfare States 

The amount of research discussing democracy, economic growth, and welfare, is vast for each of these 

topics, and studies that concentrate on their potential causal relationships are on the rise.7 In particular, 

institutional economics is by now a well-established field of study, and it has added new dimensions to the 

debates about the role of informal and formal institutions in economic development, transaction costs, and 

other considerations about the various structures in the society. These institutions or “rules of the game”, 

namely the formal and informal structures that govern the interaction of individuals and organizations in a 

given society, are embedded in the political and economic processes and often require - among other factors 

- enforcement in some form by the state.8 Thus, analysis of the institutional continuities and discontinuities 

over a long time period, based a variety of meaningful indicators, would seem imperative in analyzing the 

linkages. 

In this brief review of the debates on these topics we only concentrate on studies that might be useful from 

an economic history perspective - or are done by related scholars among social sciences interested in long-

run historical dynamics. The key question within the interrelationship between democratic institutions, 

economic growth, and fiscal developments, is of a chicken-and-egg type: does democracy need economic 

growth, or growth democracy? Or are they intrinsically interrelated? And how does the development of 

state capacity and eventual welfare states fit into this discussion? Adam Przeworski, for example, has shown 
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quite convincingly that democracy does need stable economic structure, including growth, in order to 

emerge and succeed – and vice versa: the economies of democratic states tend to grow faster than the 

undemocratic ones.9 There are though plenty of contemporary studies indicating that economic 

development alone has not led to democracy in various countries, including China.10 Democracies, on the 

other hand, are more likely to emerge in countries that are economically developed, but there are notable 

exemptions too (for instance, in the case of oil abundant economies or other types of resource curses).11 In 

fact, political and economic factors are fundamentally interlinked, thereby forming endogenous processes 

that are complicated to pin down and often temporally disjointed. Most of the previous studies, moreover, 

have not looked at the long-run development patterns and rather focused on the post-World War II period. 

This period was in many ways exceptional in the history of human societies due to its high economic growth 

rates and the declining trend in economic inequality within countries (at least until the 1980s).12  

The role that government spending (and state intervention more in general) plays in democratization and 

economic performance also remains open to question. For example, Bergh and Karlsson (2010) find a 

negative correlation between government size and growth in a post-1970 OECD sample, while Romero-

Ávila and Strauch (2008) argue that government consumption (but not investment) has negatively affected 

economic growth in the EU-15 from 1960 to 2001. By contrast, Lindert (2004) has argued that social 

spending leads to economic growth through more productive use of resources. Both Acemoglu and his co-

authors as well as Lindert also take into account the various types of welfare states in these processes, since 

elites will try to promote social peace and prevailing power structure via redistribution strategies, with the 

expansion of political voice changing the equilibria in the society.13  

Another strand of the literature has identified the opposite causal relationship, i.e., political and economic 

factors determine the level of government spending. For instance, Carles Boix (2001) has argued that the 

growth of the public sector is a joint result of the process of economic development and the political 

institutions in place. In his view, economic modernization leads to the growth of the public sector, especially 

when: 1) the state intervenes to provide certain collective goods; while 2) industrialization and aging 

population increase the demand for social transfers. He also maintains that democracy (with full electoral 

participation) increases public spending levels. Democratization has been also found to be an important 

driver of social spending in particular, since the potential beneficiaries of the welfare state gain the 

possibility of shaping the political agenda in their favor.14 Some authors, however, disagree. Cutler and 

Johnson (2004), for instance, suggest that autocratic regimes might also implement welfare policies in order 

to gain political legitimacy. Others do not find any significant relationship between political regimes and 

public social expenditure.15   

More recently, economic historians have turned to the analysis of state formation and state capacity in the 

long-run, with important insights about what the state has meant for the development of societies, mostly 

in the West. As shown by scholars like Mark Dincecco, David Stasavage, and Philip Hoffman, European 

states developed superior state capacity in the form of revenue collection, financial systems, and military 

capacity over centuries, which gave them the opportunity to dominate the globe.16 State capacity contributed 

in turn to economic growth and modernization. For example, Dincecco (2015) and Dincecco and Katz 

(2016) suggest that effective states have promoted growth by building up administrative infrastructure 

(necessary for the protection of property rights and market regulation) and by providing public services. In 

a similar vein, O’Brien (2011) argues that the capacity to provide external and internal security to investors 

and innovators contributed to long-run economic growth. The lack of state capacity, by contrast, has been 

associated with economic decline.17 Dincecco (2015) also finds in state capacity the roots of the twentieth-

century welfare states, although the transition toward inclusive welfare policies out of this “capacity” is still 

an underexplored question. 
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The debate around democracy and economic growth has been deeply interlinked with that of social 

fragmentation and conflict. A productive strand of the literature has analyzed the effects of democracy and 

growth on international and internal conflicts. While there is no clear consensus on the extent to which 

democracies are more conflict averse than autocracies, a growing body of evidence suggest that democratic 

states are less likely to fight against each other.18 There is more debate on the extent to which the opportunity 

costs of international trade and economic growth hinders international conflict.19 Internal conflict and social 

fragmentation, on the other hand, have been analyzed in an interdisciplinary fashion for a long time. The 

study of civil wars by such scholars as Theda Skocpol and Barrington Moore, in which the broad 

foundations of unrest and societal order come into play, has long roots in the 20th century scholarship. They 

argued that centralized semi-bureaucratic systems of authority combined with state-dependent gentry, weak 

national bourgeoisie, century-old legacy of rural collectivism, and militant labor movement, provided 

suitable foundations for 20th century societal unrest and revolutions.20 More recently, this argument has 

been refocused by a war-centered theory that maintains that it was the destructive experience of the wars 

against advanced industrial nations that destroyed the economies of less developed nations, which 

eventually experienced revolutions and coups, often leading them on an authoritarian path.21  

However abundant the study of revolutions is among historians and social scientists, they are not typically 

linked to the creation of state capacity and/or more modern state institutions, such as welfare states. Most 

of the recent literature on social fragmentation is focused on modern ethnic strife, civil wars in the 

developing world, the role played by non-state actors, as well as the lingering impacts of colonialism as a 

broad explanatory force in the persistence of poverty.22 Most of the literature, quite naturally, has also been 

focused on societal breakdowns and origins of violence. As a result, the past of societal unrest in the Nordic 

countries (and civil war in 1918 in Finland), has been of interest to international scholars.23 However, the 

convergence toward more peaceful societies has received less attention and focused study, outside the 

creation of the welfare states. Moreover, these studies have not been as interested in long-run transitions 

toward functioning societies and have rather focused on disruptions in various types of societies. The 

potentially endogenous processes leading toward social peace have not, thus, been studied enough.  

 

Nordic Economies and Democracies 

Following Eloranta et al. (2014), we begin by examining the economic and democratic patterns of four 

Nordic nations, namely Denmark, Finland, Norway and Sweden.24 These countries have been often viewed 

as models for democracy and welfare state. Arguments of “good institutions” in Nordic countries,25 “to 

become Denmark” as a model for the rest of the world,26 or using Swedish development also as an example 

for business development,27 are few examples of this phenomenon. Still though, Nordic scholars have 

argued that there is no single Nordic model, but rather each country has developed its own peculiar model 

to build welfare state (and democracy).28 For this reason, in this section we focus our attention on the periods 

of convergence and divergence among the Nordic states, while in the next one we will examine the extent 

to which these periods were associated with the emergence and consolidation of welfare state policies. 

As mentioned above, economic and political factors have been found to be important drivers of welfare 

state policies, and therefore constitute the starting point to our study. We specifically begin in the era when 

democratic institutions became embedded in these countries – namely, the 19th and early 20th century – 

which is also when they began to experience faster economic growth. Restricted forms of democracy were 

established in Nordic countries already during the early modern period, but they were heavily 

discriminatory on the basis of wealth, social class, and gender, and therefore fall outside the limits of any 
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contemporary definition of democracy. Most of these early institutions were power-sharing arrangements 

that provided the first inclinations in their slow transition towards democracies.29 

Figure 1. Nordic Economic Growth versus the Economic Leaders, 1800 – 2016 (Real GDP per Capita in 

2011US$, Multiple Benchmarks) 

 

Source: Bolt et al. (2018).  

As seen in Figure 1, the Nordic economies (in average) lagged behind the UK and the US in the early-19th 

century, and this gap increased as the latter industrialized quicker. The Nordic catch-up did not begin until 

the post-World War II period, eventually surpassing the UK in the late-1960s and attaining similar levels 

than the US in the early-2000s.30 The Nordic countries, however, did not evolve in unison during this period. 

Even if they were close to each other in the early 19th century, Denmark soon became the leader of the 

group during the second Industrial Revolution (see Figure 2). Norway eventually surpassed it in the 1970s 

as a result of its abundance of natural resources, leading to a path of exceptional economic growth that set 

the country apart from the rest of the region.31 Finland followed a similar pattern compared to its neighbors 

throughout the period, although at systematically lower levels.  

Figure 2. Nordic Economic Growth, 1800 – 2016 (Real GDP per Capita in 2011US$, Multiple 

Benchmarks) 
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Source: Bolt et al. (2018)  

Despite of this relatively delayed economic catch-up (at least when compared with the two leaders), the 

Nordic countries attained high levels of democracy comparatively early. Figure 3 displays a composite 

index based on Dahl (1998)’s maximalist conception of democracy, in which electoral and non-electoral 

factors are taken into account.32 As can be clearly seen, the Nordic countries remained above the European 

average throughout most of the period, particularly after the World War I. Denmark and Norway led the 

group for most of the time, catching up with some of the foreruners (such as the UK) already in the early 

20th century. Sweden and Finland attained similar levels by the end of World War I, although Finland’s 

harsher policies toward the Communist Party and the brief rise of right-wing authoritarianism in the 1930s 

– though it never reached political leadership – as well as its participation in the World War II left the 

country behind until the 1950s. In general terms, however, we can say that Nordic countries preceded the 

so-called democratization wave that followed World War I (and to certain extend already before), and 

reached high higher levels than most of their European counterparts by the early 20th century. They were 

pioneers in extending the franchise to new segments of the population; after 1900, the near full suffrage 

was achieved in all of the Nordic countries in short order, Finland being the forerunner in this 

development.33 The highest degree of convergence was achieved in the late 20th century, when Sweden and 

Norway (and to a lesser extend Finland) met the Danish standards.  

Figure 3. Nordic Polyarchy, 1800-2016 
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Source: Coppedge et al. (2018). 

The polyarchy index in Figure 3 reflects the extent to which the electoral political process was fair and open 

to anyone. However, it does not say much about the degree of political participation by society. Table 1 

presents the evolution of an index of civil society participation, which looks at the involvement of people 

in civil society organizations and in the nomination of legislative candidates. Vibrant civil societies and 

social connectedness have been long considered essential component of stable and functional democracties, 

and even to lower the risk of democratic defection and breakdown.34 According to this indicator, the Nordic 

region did not only stand out in terms of formal electoral democracy, but also in the level of civil society 

participation. The four countries remained well above the European average since the 1880s, with similar 

levels among them.35  

Table 1. Civil Society Participation and Union Density in the Nordic Countries, 1850-2014 

 Civil society participation index Union density 

Years DK SE NO FI Europe DK SE NO FI Europe 

1880-99 81,4 73,3 .. .. 50,5 .. 1,9 .. .. 4,1 

1900-19 86,4 82,0 82,6 81,4 55,4 18,7 11,1 10,8 12,8 11,1 

1920-39 92,1 87,3 85,7 81,6 55,8 33,5 35,5 19,8 7,3 24,8 

1940-59 92,6 94,8 92,5 88,0 52,7 51,7 64,0 45,3 30,2 42,4 

1960-79 97,2 95,7 97,4 95,7 57,5 63,2 71,0 56,6 50,4 49,6 

1980-99 97,7 94,8 97,5 97,3 70,9 77,0 82,7 57,3 74,0 45,2 

2000-14 97,8 92,4 97,8 97,8 78,6 71,8 76,9 54,7 73,0 32,8 

Source: Civil society participation index from Coppedge et al. (2018); union density from Rasmussen and Pontusson 

(2017). 

Notes: Civil society participation is a composite index of four variables, namely CSO consultation, CSO participatory 

environment, CSO women participation, and candidate selection. It takes values from 0 to 1 (low to high), although 
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here we present the index multiplied by 100 for the sake of clarity. Union density measures the share of wage and 

salary earners that were unionized.  

The early extension of franchise and political participation were coupled with the rise of Social Democratic 

Parties (and other left-wing parties) as relevant political actors, which contributed decisively to advance a 

welfare state agenda (particularly in Sweden and Norway, where Social Democrats obtained ample 

majorities, or formed effective coalitions). The importance of labour movements in the political and 

economic arena can be also observed in Table 1, which shows the level of union density across the region. 

Denmark and Sweden experienced a steady increase until the 2000s, and attained higher levels than the 

European average for most of the period. In Finland, the union density first declined after the Civil War 

(1918), but catched up the other countries after the World War II. Norway’s, in turn, unions stagnated in 

lower levels (but still above the European average) since the 1960s and 1970s. Trade unions (and the labour 

movement in general) have been long considered important agents in the rise of welfare states in Western 

countries, since they channelled the interests of wage and salary earners through the political process. This, 

at turn, put pressure on the governments and legislatures to improve social protection and assistance. 

Norway stands as a notable exeption to this Nordic pattern due to its very high levels of economic growth 

and its lower levels of union density.  

 

Fiscal Systems and Welfare Institutions 

Did these processes of economic and political convergence translate into the realm of fiscal and welfare 

policies as well? First, if we look at the central government revenue patterns, which is a standard measure 

for state capacity, the short answer is no. Tax revenues as a share of GDP increased consistently in 

Denmark, Norway, and Sweden since the 1930s and up to the 1980s, but the former taxed its citizens at 

significantly higher levels than the latter two since the mid-1960s (see Figure 4). Finnish tax revenues, on 

the other hand, stagnated after reaching their historical peak during World War II. Despite the relatively 

low levels of economic growth and democracy, the level of taxation was well above the rest until the 1960s. 

The 2000s witnessed a significant divergence across the region too, with tax revenues soaring in Norway 

and Denmark while decreasing in Sweden and Finland. Whereas the Danish leading position seems 

consistent with historically higher levels of democracy, the process of democratic convergence that 

culminated in the 1990s did not bring about an analogous harmonization of fiscal policies.  

 Figure 4. Nordic Central Government Tax Revenue (as a Percentage of GDP), 1800 – 2018 
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Source: Andersson and Brambor (2019) for the period 1800-2011. The dataset has been extended to 2018 

with data from the OECD (https://stats.oecd.org/Index.aspx?DataSetCode=REV, retrieved on 13/12/2019).  

Fiscal divergence, however, was mostly felt at the central government level. If we look at the data available 

for general government (i.e., including local and regional taxes), the four Nordic countries experienced a 

very similar evolution since 1965 (see Figure 5). A sustained growth during the 1960s and 1970s came to 

a halt by the 1980s, with Sweden and Norway decreasing their tax burden during the following three 

decades. Finland was still under-taxing compared to its neighbors throughout most of the period, but it 

converged upwards after the Great Recession (2008). Norway, on the other hand, remained below the rest 

since the early 1990s, but this trend coincided with its exceptional GDP growth (and thus the amount of 

revenue collected did nothing but grow consistently throughout most of the period).  

Figure 5. Nordic General Government Tax Revenue (as a Share of GDP), 1965 – 2018 
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Source: OECD (https://stats.oecd.org/Index.aspx?DataSetCode=REV, retrieved on 13/12/2019). 

How were these tax revenues employed? The two main choices were, of course, guns and butter, so to 

speak, or warfare and welfare. In general, the choice over public goods (and both of these were imperfect 

public goods) was to a large extent dependent on the political system in place. Figure 6 shows the percentage 

of social spending at the general level as a share of GDP. Before the 20th century, most of the central 

government budgets in Western states were allocated for military purposes, and only in the 20th century we 

do see significant welfare state creation, especially after World War II.36 The Nordic states expanded the 

British model of welfare to include new political and social initiatives, which led to the most inclusive 

welfare states in the world by the end of the 20th century. Although they took some tentative steps in this 

direction in the 19th century, it was not until the interwar years that the institutional foundations of the 

welfare states were built in these countries. The 1940s and the 1950s in the Nordic countries were a time 

of extending the measures already created in the 1930s, especially in Sweden, which developed the most 

extensive early institutions such as maternity benefits, social insurance, and unemployment benefits. Social 

spending as a percentage of GDP was still very low in the 1920s in Finland, which was a latecomer with a 

relative share at around one percent, while the leading Nordic country, Denmark, spent three times as much 

in relative terms. Thus, Finland followed the other Nordic countries at a lag in terms of its welfare state 

building. After the golden era of the growth of the welfare state in the 1960s, Finland became one of the 

high-spending states in terms of social transfers. Only Sweden had a higher share before the recession hit 

the Nordic countries hard in the early 1990s.37 

Figure 6. Nordic Social Spending (as a Share of GDP), 1880-2016 
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Source: from 1880 to 1979, Our World in Data (https://ourworldindata.org/grapher/social-spending-oecd-

longrun?time=1880..2016, retrieved on 13/12/2019), based on Lindert (2004) and OECD statistics. From 

1980 to 2018, from OECD (https://stats.oecd.org/Index.aspx?datasetcode=SOCX_AGG#, retrieved on 

13/12/2019). 

Overall, Nordic countries opted for increases in social spending and limited military expenditure, i.e. 

investing in the domestic stability and equality. Finland’s development since the 1920s is a good case of 

illustrating the rapid investment in social peace, especially given that it experienced a divisive civil war in 

1918.38 The country that democratized first, Denmark, also led the group in terms of social spending during 

the early 20th century. Sweden took firmly the lead during the period when its democracy became more 

entrenched in the 1960s and 1970s. Despite the retrenchment (or the slower growth, in the case of Denmark) 

in the last three decades, the Nordic countries remain well above the OECD average (which, in 2018, was 

lower by around 5 to 8 GDP percentage points). Table 2 additionally shows the position of each country 

within the OECD group based on their levels of social spending as a share of GDP. Sweden, Denmark, and 

Finland, stood firmly in the top-10 since 1980, but their relative position changed significantly throughout 

the period: Sweden moved from being the first social spender to the seventh in two decades, whereas 

Denmark and Finland climb up to the second and third positions in the 2010s. As mentioned above, Norway 

remained well below the rest due to its higher GDP. While we can hardly talk about a single Nordic pattern, 

the region stood ahead of most other rich countries for more than four decades.  

Table 2. Nordic Social Spending, 1980 – 2018 (Position Based on Social Spending/GDP within OECD) 

Country 1980 1990 2000 2010 2018 

Sweden 1 1 2 7 7 

Denmark 6 7 5 2 4 

Finland 9 5 8 5 3 

Norway 12 8 10 17 9 

Source: OECD (https://stats.oecd.org/Index.aspx?datasetcode=SOCX_AGG, retrieved on 13/12/2019). 

Were there also similarities in the composition of social spending? As can be seen in Table 3, most of it 

went to pensions and to health services in all four countries. The former gained weight in Sweden and 
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Finland, while it lost some of its prominence in Denmark. Health services, on the other hand, only gained 

traction in Norway (together with family-related social assistance). These two budgetary items, however, 

were also of distinct importance in other OECD countries. What set the Nordic countries apart during this 

period is the relatively large expenditure in family and incapacity related services and transfers, which were 

consistently above the OECD average.  

Table 3. Composition of Nordic Social Spending (Most Important Categories from 1980 to 2015, %) 

Decade Old age Family Health Incapacity      
Denmark  

1980 38.6 13.7 23.8 17.1 

1990 36.5 14.7 18.8 16.1 

2000 33.0 14.2 22.8 17.4 

2010 34.2 12.6 22.8 16.4 

Finland 

1980 30.5 11.7 24.1 18.1 

1990 29.0 13.1 18.2 16.8 

2000 34.1 12.0 19.7 15.5 

2010 38.4 11.0 19.2 13.2 

Norway 

1980 34.9 11.5 19.9 20.6 

1990 31.2 14.7 18.4 21.1 

2000 30.3 13.9 24.2 21.4 

2010 33.6 14.0 25.5 17.5 

Sweden 

1980 29.6 13.8 26.0 17.5 

1990 30.8 12.4 19.6 15.8 

2000 32.8 11.7 22.7 18.7 

2010 34.7 13.4 23.8 15.8 

OECD 

1980 32,4 9,2 26,1 14,1 

1990 33,4 9,5 26,1 12,5 

2000 32,8 10,8 28,4 11,8 

2010 34,7 10,8 27,9 10,6 

Source: OECD (https://stats.oecd.org/Index.aspx?datasetcode=SOCX_AGG, retrieved on 13/12/2019). 

Table 4 summarizes the aforementioned patterns of convergence and divergence in the Nordic region by 

looking at the coefficients of variation of GDP per capita, democracy, public revenue, and social spending, 

in different time periods. As mentioned above, democracy converged in the long-term in our four countries 

(especially in the latter half of the 20th century), whereas public revenues at the general level remained very 

similar among them since our first data point (1965). GDP per capita also converged through most of the 

period, but diverged considerably from the mid-1990s onwards as a result of the Norwegian natural 

resources boost. At the end of the period, however, all of them attained high GDP levels and high standards 

of living. Despite of this economic and political convergence, social spending diverged during the post-

WWII period, mainly as a result of the 1970s’ Swedish surge. Convergence took place only in the last 

period, at the same time when the economic differences were at their highest. These patterns suggest that 

the growth of social spending came along with a process of economic growth and democratization, but 

economic and political convergence was not matched with convergence in welfare expenditures. Specific 

conditions to each country determined the short and mid-term spending decisions within an upward long-
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term trend. Public revenues at the central level, on the other hand, converged to a certain extent until the 

late-20th century, with the notable exception of the inter-war period (when the two World Wars set their 

military spending levels apart). Differences, however, bounced back in the 2000s.  

Table 4. Coefficient of Variation (Average for the Period): Nordic GDP Per Capita, Government 

Spending, and Debt 

Variable 1860-1914 1920-1939 1946-1970 1971-1999 2000-2016 

GDP Per Capita 0,33 0,30 0,18 0,12 0,33 

Democracy 0,21 0,15 0,07 0,04 0,02 

Public Revenues (Central) 0,28 0,40 0,17 0,17 0,24 

Public Revenues (General) .. .. 0,04 0,07 0,05 

Social Spending 0,19 0,13 0,23 0,22 0,16 

Sources: see previous figures. 

 

Welfare Policies and Social Fragmentation 

Welfare states have been associated with a variety of social and economic outcomes, from lower levels of 

poverty to better protection of social rights, although the literature is not free of controversy and opposing 

views. In this final section we specifically look at the historical evolution of welfare states vis-à-vis a set of 

indicators of social fragmentation, namely internal violence, labour disputes, inequality, literacy rates, and 

women’s political rights. Even if these indicators do not exhaust all the possible factors that belong to the 

realm of social fragmentation, they provide a persuasive picture of the historical evolution of social 

cohesion. With this brief revision we intend to highlight some general patterns toward social peace among 

the Nordic countries in the long run and how they relate to the welfare state.  

The presence of internal violence or the lack thereof constitutes a key indicator of the degree of cohesion 

in contemporary societies. In this regard, it is noteworthy that the Nordic region has been free from internal 

wars since well before the development of welfare policies. No major domestic military conflicts erupted 

during the last two centuries with the exception of the Finish Civil War, a harsh internal strife initiated after 

the collapse of the Russian Empire at the end of World War I. The country emerged as an independent 

republic in the aftermath of the war, but the consequences of the conflict lasted for decades. For example, 

one of the factors that led to the war were the stark social and economic divisions among the the landowners 

and crofters, which were addressed with several statutes immediately after the war39. The overall absence 

of internal wars within the Nordic states mirrored the lack of external military conflicts. The Nordic 

countries had become much less prone to participate in international military conflicts since the early 19th 

century. Up until the the early 19th century, wars were almost a constant occurrence, which was similar to 

other European states at the time.40 These constant flows of conflict – together with crop failures and 

famines – also hindered the possibilities of economic growth in other parts of Europe, as Stephen 

Broadberry et al. have argued.41 After the Napoleonic conflicts were over, war became a rare state of affairs, 

with some minor exceptions. Of course, the world wars did involve the Nordic countries to varying degrees, 

with only Sweden remaining outside of fighting entirely in World War II, but afterwards the Nordic 

countries have only participated in a few military operations as minor parties.42 
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Other aspects of internal violence that fell short of civil war did change significantly in the Nordic region 

throughout this period, such as the degree of freedom from political killings and torture. These two variables 

are coded by the V-Dem Institute based on country expert surveys, and measure the extent to which torture 

and political killings were practicized by state authorities or their agents. Even if the data needs to be taken 

with a graint of salt (these phenomena are obviously difficult to put together in a quantitative long-term 

fashion), Figure 7 suggests that most Nordic countries remained consistently above the European averages 

for most of the period. Denmark stood ahead of the rest during the 19th and early 20th centuries, when 

Sweden attained similar levels. Finland and Norway lagged behind until the 1950s and 1980s respectively 

(with Norway suffering a serious fallback during World War II as a result of the Nazi invasion). As with 

the other political indicators discussed in the previous section, the 20th century was a period of steady (albeit 

interrupted) progress, and virtually full convergence in the region was reached in the 1990s and 2000s. 

Figure 7. Freedom from Torture (left) and Political Killings (right) in the Nordic Societies, 1800-2015 

 
Sources: Pemstein et al. (2019). The two variables range from 0 (low freedom) to 4 (high freedom).  

To have a broader picture of internal violence, Figure 7 presents the evolution of interpersonal violence 

proxied by the number of homicides per 100.000 inhabitants – though interpersonal violence is as a whole 

more complex and multifaceted phenomenon including both threat and actual use of physical force or 

power43. Once again, Finland stands out above the rest. The causes of interpersonal violence are, of course, 

complicated, but we can conjecture that Finish homicide rates increased substantially in the early 20th 

century due to societal unrest and the civil war. The rates stayed high during the interwar period and 

declined substantially by the 1960s. Since then, the homicide rates in Finland have remained fairly stable, 

though clearly above the Nordic levels overall.44 The patterns of interpersonal violence among the other 

three Nordic countries, by contrast, were remarkably similar, with a slight declining trend throughout the 

late-19th century and the first half of the 20th century. This decline went along with the implementation of 

some of the first welfare policies and the development of more inclusive political institutions. Interpersonal 

violence, however, increased again in the 1970s up until the mid-1990s, at a time when social spending in 

the region rose to its peak. 

Figure 7. Number of Homicides per 100.000 Inhabitants, 1800-2010 
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Sources: Fink-Jensen (2015). The dataset uses as a geographical reference the current existing countries.  

All in all, the rise of the welfare state seems to be only partially related to changing patterns in violence. 

On the one hand, internal and external wars were largely absent from the region even before the emergence 

of contemporary social policies. The World Wars shaped the political agenda in the Western hemisphere, 

even for those who did not engage in direct combat, but the growth of welfare states did not change a long-

term pattern of neutrality in the international arena. On the other hand, we do observe a declining trend in 

interpersonal violence at the time when social spending took off, but the opposite was true during the 

consolidation of welfare policies in the 1970s. Very high levels of internal violence in the first half of the 

20th century did not prevent the Finnish governments from laying the foundations of a welfare state agenda 

either. The clearest link between the welfare state and social peace can be found in the case of state violence 

against its own citizens; in this case, the surge in social policies went along with decreasing levels of 

repression against dissidents.  

Another way to examine internal turmoil is to look at labour unrest, which can be also considered an 

outcome of social fragmentation (albeit this time directly related to class and the labour market). Table 4 

shows the number of workers involved in labor disputes as a percentage of the population (we could not 

calculate it as a share of the aggregate numbers of workers because such figures are not available). Along 

the same lines than before, we see fairly low shares of labour disputes until the 1970s, when Finland became 

an exception to the Nordic pattern due to its high numbers. These disputes were not, though, very violent 

encounters like those in the earlier periods – rather most of them were short ones to immediately higher the 

wages, usually at factory level.45 Sweden attained similar levels than Finland in the 1980s, whereas 

Denmark featured a fair number of such disputes in the 1990s and early 2000s. Especially harsh were the 

Danish large conflicts connected to collective agreements in 1998 that were, in turn, related to various labor 

market reforms46. Despite the rise of welfare state policies in the 1970s and the 1980s, labour unrest 

rocketed in Finland and Sweden, and to a lesser extent in Denmark. Labour disbutes could actually be seen 

as an outcome of welfare states, with labour having more freedom to protest over wages or conditions at 

the workplace. In any case, the data have to be taken with due caution given the large scope of labor unrest 

measured here. 

Table 4. Number of Workers Involved with Labor Disputes Relative of Total Population, 1930 – 2010 
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Country 1930 1940 1950 1960 1970 1980 1990 2000 2010 

Denmark 0.14 0.01 0.07 0.43 1.13 1.21 0.73 1.42 1.67 

Finland 0.05 0.17 2.94 0.44 4.38 8.52 4.91 1.63 0.30 

Norway 0.17 0.53 0.13 0.02 0.08 0.46 1.43 2.09 0.27 

Sweden 0.37 0.04 0.03 0.02 0.33 8.98 0.85 0.00 0.14 

Source: https://clio-infra.eu/Indicators/NumberofWorkersInvolvedinLabourDisputes.html. 

Despite the mixed evidence that the analysis of internal unrest and welfare state renders, other indicators of 

social fragmentation and well-being should show clearer signs of being affected by the social policies that 

were implemented in the region. Income inequality is an obvious candidate and an important source of 

social strife. As shown in Figure 8, Nordic gini indices decreased significantly during the 20th century, and 

their evolution has been associated with progressive social and fiscal policies. For instance, top marginal 

tax rates have been found to affect negatively the concentration of income and wealth in the hands of top 

earners.47 Even if Nordic countries were not the ones that taxed the rich more heavily, top rates increased 

significantly during the first half of the 20th century (specially during the inter-war period).48 Similarly, 

fiscal studies have considered social spending in social democratic welfare states to be the main source of 

income redistribution (rather than taxation).49   

Figure 8. Nordic Income Inequality (Gini Index), 1820 – 2000 

Source: Moatsos et al. (2015). 

Another sign of the Nordic welfare states and societies becoming more egalitarian is the increasing 

recognition of women in the workforce and in prominent positions. As we can observe in Table 5, for 

example, women have become a much more prominent political presence in the Nordic societies. In terms 

of gender inequality, the Nordic countries were circa three times more equal than the more developed parts 

of the world by the end of the 20th century. Moreover, they were very similar to each other, and they 

improved further and converged toward similar levels of gender equality by today.50  

Table 5. Number of Women (as a Percentage) in the Nordic Parliaments, 1995 – 2010 
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Country 1995 2000 2005 2010 2015 2018 

Denmark 33.0 37.4 36.9 38.0 37.4 37.4 

Finland 33.5 36.5 37.5 40.0 41.5 42.0 

Norway 36.4 36.4 37.9 39.6 39.6 41.4 

Sweden 40.4 42.7 45.3 45.0 43.6 46.1 

Very high human development 14.0 16.5 18.9 21.4 24.6 27.2 

Low human development 10.1 9.7 15.4 17.7 21.2 21.5 

Developing Countries 9.6 12.1 14.7 17.7 21.3 22.5 

OECD 14.9 17.6 20.2 23.0 27.6 30.1 

World 11.5 13.9 16.3 19.1 22.7 24.2 

Source: Human Development Reports (HDR) (2019). Available from: http://hdr.undp.org/en/content/gender-

inequality-index-gii (retrieved December 20, 2019) 

Part of the reduction of inequality and societal unrest has come via the creation of more inclusive societies, 

especially via more egalitarian and robust societal institutions (including justice system and democracy on 

the aggregate) that have emerged via the creation of social and human capital.51 The Nordic countries have, 

indeed, been at the forefront of creating very extensive and effective schooling systems. We can observe 

those efforts in Table 5, with steady increases in the average length of education. Finland was far behind 

the other Nordic countries still in the 19th century, but it began to catch up in the post-World War II period, 

especially after the school reforms of the 1960s and 1970s. By the 21st century, the Nordic countries look 

very similar. These systems have produced excellent results in international testing, for example in the 

PISA tests.52 Another common measure to gauge the human capital formation, besides literacy, is to 

estimate numeracy skills, which have enabled economic historians to estimate human capital in the long 

run.53 As seen in Figure 9, Nordic numeracy skills varied quite a bit in the 19th century, but converged after 

1870, with Norway behind the rest. This highlights the fact that the Finnish education system produced 

more human capital in the pre-World War II period than those of the other Nordic countries, given the lower 

average years of schooling. After 1950s and 1960s, the Nordic countries, more or less, had the highest 

numeracy scores possible (=100).  

Table 5. Primary School Enrollment among the Nordic Countries, 1820-2010  

Year Denmark Finland Norway Sweden UK USA 

1820 84.9 .. 48.5 80.7 .. 41.4 

1850 92.0 4.0 64.8 89.4 .. 80.1 

1880 100.0 16.0 78.3 100.0 77.2 100.0 

1910 100.0 64.9 98.2 100.0 100.0 100.0 

1940 100.0 100.0 100.0 100.0 92.4 100.0 

1970 96.0 100.0 89.0 92.7 98.0 95.9 

1990 96.0 99.0 99.0 99.0 97.0 98.0 

2000 100.0 100.0 100.0 100.0 100.0 100.0 

2010 100.0 99.0 99.0 100.0 .. 99.0 
Source: Lee & Lee (2016). 

Figure 9. Nordic Numeracy Scores, 1800-1960 

http://hdr.undp.org/en/content/gender-inequality-index-gii
http://hdr.undp.org/en/content/gender-inequality-index-gii
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Source: https://clio-infra.eu/Indicators/NumeracyTotal.html. 

Other indicators of well-being improved in a similar fashion during this period. For instance, life expectancy 

at birth (which depends on many of the underlying inputs into societies, for example nutrition, medical care, 

technological development, schooling, and so on) exhibited a steady growth trend among the Nordic 

societies, especially from the 1860s onwards. Finland lagged behind the other three for a long time, until it 

converged to the Nordic pattern in late 20th century. The only dips in the process were caused by major 

crises, like the World Wars. Overall, the investments in the society via the increases in democracy provided 

clear benefits for the Nordic societies as a whole, although in some cases the path towards social cohesion 

had been already initiated in previous decades and varied among them.54 In any case, it is quite clear that 

some of the most important changes, including the convergence between the Nordic countries and the most 

advanced economies on the globe, occurred in the post-World War II period. While economic convergence 

may have already started, in fits and starts, already in the 19th century, the various forms of institutional 

development were not uniform among the Nordic countries. The main thrust, however, of the institutional 

convergence towards less fragmentation also occurred quite fast after World War II.  

 

Conclusions and Further Challenges 

Democracies can be unstable in many ways, depending on how mature they are, the external and internal 

threats, the impact of economic and political crises, and so on. Typically they, however, are more responsive 

to the needs of the majority of the population, given that policy-makers will attempt to maintain their hold 

on positions of power. An essential part of an inclusive democracy is that citizens are free to express 

themselves in elections and in the public arena, as well as to engage in other forms of social participation 

(including freedom of assembly and the right to protest). Today these elements might seem self evident in 

all Nordic countries. However, they have certainly experienced the rocky road, i.e. not “smooth sailing”, 

from fragmented societes to more inclusive and stable democracies in the 19th and 20th centuries. This 

chapter aims at contributing to understand the complex structural influences that have brought these 

changes about. To do so we have examined the linkages between democratic institutions, economic and 

fiscal developments, and social policies. In particular, we have focused on the long-term co-evolution of 
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these factors and the processes of convergence among the Nordic countries towards less fragmented 

societies.  

What did we find through our descriptive long-run analysis? First, economic development among the 

Nordic countries began later than in some of the early-industrializers, but they caught up fast in the latter 

half of the 20th century. They also converged toward one another to a great extent, with high living 

standards, although Norway has set itself apart as the leader of the region in recent decades. Second, 

democratization in these countries occurred slightly earlier than in most European nations, i.e. before World 

War I. After that, it progressed in steps and it converged among the Nordic countries by the end of the 20th 

century. The country that democratized first, Denmark, also took the first steps in increasing social spending 

during the early 20th century. Sweden, on its part, took firmly the lead in the late 1960s and 1970s, while 

Norway and Finland did catch up thereafter. These countries also had bumps along the road: for example, 

the Second World War was harmful for Norway’s democratization due to the societal divisions. In some 

sense, also the Finnish Civil War both delayed a more conscious policy toward welfare provision as well 

as hasten certain social policy dimension, for example more egalitarian landownership. Even if all countries 

increased their social spending effort in the post-WWII period, the convergence process toward a “Nordic 

model” progressed unevenly via the various dimensions of welfare, based on our analysis of a large variety 

of indicators.  

Social fragmentation levels also converged and fragmentation decreased to a large extent among the four 

countries during the 20th century, although with some relevant differences. To begin with, all of them made 

the move from a warfare state to a welfare state latest in the 20th century, and they remained largely free 

from internal and external wars during the period (with the notable exceptions of the Finnish Civil War and, 

of course, the two World Wars). Other indicators of internal violence, such as freedom from political 

killings and torture, improved along the way; interpersonal violence at its extreme (homicides), on the other 

hand, decrased at a time when social spending took off, but it bounced back (albeit temporarily) during the 

consolidation of welfare policies in the 1970s. Labor disputes also varied considerably across countries. 

Finland and Sweden, in particular, had a much higher share of such conflicts in the 1970s and 1980s; these 

strikes, though, can also be seen as an essential part in the maturing of a democracy and a welfare state. 

Despite the mixed evidence of a co-evolution between internal unrest and welfare state, other indicators of 

social fragmentation and well-being showed clearer signs of being affected by the social policies that were 

implemented in the region. In this chapter we have focused on income inequality, women political 

participation, and schooling, but we also point to others (such as life expectancy) that should render similar 

results.  

All in all, we conclude that the post-war convergence in welfare and social cohesion was undeniable, strong, 

and fast, albeit it differed significantly across policy domains. Clearly, all the various forces acted in 

conjunction with one another, along with welfare state creation, and helped create more peaceful Nordic 

societies, with remarkably similar institutional setups. There were relatively small differences between the 

Nordic countries at the end of the 20th century, although differences were quite pronounced only a hundred 

years ago (with Finland occasionally lagging behind the others in the 19th and early 20th century). On the 

other hand, we can already observe remarkable connections between economic and social factors that need 

to be explored further. This is still, however, very much an initial stab at analyzing these complicated forces, 

and a quantitative in-depth analysis of the long-run linkages between some of the main variables is still 

pending. Moreover, there are clear signs of polarization among the Nordic populations, despite the high 

living standards and development toward more social cohesion. The populations of these countries are not 

immune to the same forces that propelling populist parties in the society, namely migration, conflicts, 

globalization, and the future of the welfare state. The challenges for the Nordic societies, despite high levels 
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of happiness, are linked to their ability to solve the perceived societal challenges in the political arenas, 

which is likely given their historical trends. Regardless, social fragmentation is not a problem of the past, 

even if its impact has been lessened by the creation of some of the most egalitarian societies on the globe.  

 

References: 

Acemoglu, D., & Robinson, J. A. (2000). Why did the West extend the franchise? Democracy, inequality, 

and growth in historical perspective. The Quarterly Journal of Economics, 115(4), 1167-1199..  

Acemoglu, D., & Robinson, J. A. (2005). Economic origins of dictatorship and democracy. Cambridge 

University Press. 

Acemoglu, D., Johnson, S., Robinson, J. A., & Yared, P. (2005). From education to democracy?. American 

Economic Review, 95(2), 44-49. 

Alapuro, R. (1994). Suomen synty paikallisena ilmiönä 1890-1933. Helsinki: Hanki ja jää. 

Archer, C., & Joenniemi, P. (2017, eds). The Nordic Peace. Routledge. 

Robinson, J. A., & Acemoglu, D. (2012). Why nations fail: The origins of power, prosperity, and poverty. 

Crown Business, New York. 

Acemoglu, D., & Robinson, J. A. (2019). The Narrow Corridor: States, Societies, and the Fate of Liberty. 

Penguin Press. 

Andersson, P. & Brambor, T. (2019). Financing the State: Government Tax Revenue from 1800 to 2012. 

Dataset (https://www.perfandersson.com/data.html).  

Becker, S. O. (2018). Education and Human Capital. In: Blum, M. & Colvin C. L., An Economist’s 

Guide to Economic History (pp. 121-131). Palgrave Macmillan, Cham. 

Bergh, A. (2006). Is the Swedish welfare state a free lunch? Econ Journal Watch, 3(2), 210. 

Bergh, A., & Karlsson, M. (2010). Government size and growth: Accounting for economic freedom and 

globalization. Public Choice, 142(1-2), 195-213. 

Bergholm, T. (2012). Kohti tasa-arvoa. Tulopolitiikan aika I. Suomen Ammattiliittojen Keskusjärjestö 

1969-1977. Keuruu: Otava. 

Bergholm, T. (2017). Ovatko työtaistelut vakava yhteiskunnallinen ongelma? In: P. Pyöriä (ed.) Työelämän 

myytit ja todellisuus (pp. 184 – 196). Helsinki: Gaudeamus 

Bernhard, M., Hicken, A., Reenock, C., & Linberg, S.I. (2019). Parties, Civil Societies, and the Deterrance 

of Democratic Defection. Studies in Comparative International Development, forthcoming.  

Besley, T., & Persson, T. (2009). The origins of state capacity: Property rights, taxation, and politics. 

American Economic Review, 99(4), 1218-44. 

Besley, T., & Persson, T. (2011). The Pillars of Prosperity. Princeton: Princeton University Press. 

Besley, T., & Persson, T. (2013). “Taxation and Development.” In A. Auerbach, R. Chetty, M. Feldstein, 

and E. Saez, eds., Handbook of Public Economics. Amsterdam: Elsevier. 



21 
 

Boix, C. (2001). Democracy, development, and the public sector. American Journal of Political Science, 

45 (1), 1-17. 

Boix, C., & Stokes, S. C. (2003). Endogenous democratization. World politics, 55(4), 517-549. 

Boix, C. (2011). Democracy, development, and the international system. American Political Science 

Review, 105(4), 809-828.  

Bolt, J., Inklaar, R., de Jong, H. and van Zanden, J.L. (2018). Rebasing ‘Maddison’: new income 

comparisons and the shape of long-run economic development. Maddison Project Working Paper, nr. 10, 

available for download at www.ggdc.net/maddison.  

Broadberry, S., Campbell, B. M., Klein, A., Overton, M., & Van Leeuwen, B. (2015). British economic 

growth, 1270–1870. Cambridge University Press. 

Casanova, J. (2000). Civil wars, revolutions and counterrevolutions in Finland, Spain, and Greece (1918-

1949): A comparative analysis. International Journal of Politics, Culture, and Society, 515-537. 

Christiansen, N.F. & Markkola, P. (2009). "Introduction”. In N.F. Christiansen and P. Markkola, eds., The 

Nordic Model of Welfare: A Historical Reappraisal. Copenhagen: Museum Tusculanum Press. 

Coase, R. H. (1984). The new institutional economics. Zeitschrift für die gesamte 

Staatswissenschaft/Journal of Institutional and Theoretical Economics, 140 (1), 229-231. 

Coppedge, M.; Gerring J.; Knutsen C.H.; Lindberg S.I.; Skaaning S-E; Teorell J.; Altman D., Bernhard M., 

Cornell A., Fish M.S., Gjerløw H., Glynn A., Hicken A., Krusell J., Lührmann A.; Marquardt K.L.; 

McMann K.; Mechkova V.; Olin M.; Paxton P.; Pemstein D.; Seim B.; Sigman R.; Staton J.; Sundtröm A.; 

Tzelgov E.; Uberti L.; Wang Y.; Wig T.; and Ziblatt D. (2018). V-Dem Codebook v8. Varieties of 

Democracy (V-Dem) Project. 

Cutler, D. and Johnson, R. (2004). The birth and growth of the social insurance state: Explaining old age 

and medical insurance across countries. Public Choice, 120, 87–121. 

Dahl, R. A. (1973). Polyarchy: Participation and opposition. Yale University Press. 

Dahl, R. A. (1984). Polyarchy, pluralism, and scale. Scandinavian Political Studies¸7(4), 225 – 240. 

Dahl, R.A. (1998). On Democracy. New Haven: Yale University Press. 

Dincecco, M., & Katz, G. (2016). State capacity and long‐run economic performance. The Economic 

Journal, 126(590), 189-218. 

Dincecco, M. (2015). The rise of effective states in Europe. The Journal of Economic History, 75(3), 901-

918. 

Dorius, S. F., & Firebaugh, G. (2010). Trends in global gender inequality. Social Forces, 88(5), 1941-1968. 

Doyle, M.W. (1986). Liberalism and World Politics. American Political Science Review. 80(4), 1151-1169. 

Eloranta, J., & Kauppila, J. (2006). Guns and butter-Finnish central government spending in the 20th 

century'. In The Road to Prosperity: An Economic History of Finland, ed. by Jari Ojala. Helsinki. 

http://www.ggdc.net/maddison


22 
 

Eloranta, J., Andreev, S., & Osinsky, P. (2014). Democratization and central government spending, 1870–

1938: Emergence of the leviathan? In Research in Economic History (pp. 1-46). Emerald Group Publishing 

Limited. 

Eloranta, J. A., & Ojala, J. (2018). Suomi kansainvälisessä taloudessa 1600-2000. In: Haapala, P. Suomen 

rakennehistoria: Näkökulmia muutokseen ja jatkuvuuteen (1400-2000) (pp. 143-169). Tampere 

Vastapaino. 

Esping-Andersen, G. (1990). The three worlds of welfare capitalism. Princeton University Press. 

Espuelas, S. (2012). Are dictatorships less redistributive? A comparative analysis of social spending in 

Europe (1950-1980). European Review of Economic History. 16(2), 211-232. 

Fellman, S., Iversen, M., Sjögren, H., & Thue, L. (eds., 2008). Creating Nordic Capitalism: the business 

history of a competitive periphery. Palgrave Macmillan. 

Feng, Y. (1997). Democracy, political stability and economic growth. British Journal of Political Science, 

27(3), 391-418. 

Ferguson, N. (2002). The cash nexus: economics and politics from the age of warfare through the age of 

welfare, 1700-2000. Basic Books. 

Fink-Jensen, J. (2015). Homicide Rates. IISH Dataverse, URL: 

http://hdl.handle.net/10622/FMI6L9hdl/10622/FMI6L9 

Fukuyama, F. (2014). Political Order and Political Decay. From the Industrial Revolution to the 

Globalisation of Democracy. London: Profile Books. 

Gat, A., Deudney, D., Ikenberry, G. J., Inglehart, R., & Welzel, C. (2009). Which way is history marching? 

Debating the authoritarian revival. Foreign Affairs, 88 (4), 150-159. 

Glaeser, E. L., Ponzetto, G. A., & Shleifer, A. (2007). Why does democracy need education?. Journal of 

Economic Growth, 12(2), 77-99. 

Goldin, C. (2016). Human capital. In: C. Diebolt, C. & Haupert, M. (eds.), Handbook of cliometrics. Berlin: 

Springer, 55-86. 

Grafe, R. (2012). Market Tyranny. Princeton: Princeton University Press. 

Haapala, P. & Lloyd, C. (2018). Johdanto: Rakennehistoria ja historian rakenteet. In: Haapala, P. Suomen 

rakennehistoria: Näkökulmia muutokseen ja jatkuvuuteen (1400-2000). Tampere: Vastapaino. 

Haavio-Mannila, E., & Skard, T. (Eds., 2013). Unfinished democracy: Women in Nordic politics. Elsevier. 

Hannikainen, M. & Eloranta, J. (2019). Palveluiden ja tulonsiirtojen yhteiskunta. In: Jaana Laine et al. (eds) 

Vaurastumisen vuodet. Suomen taloushistoria teollistumisen jälkeen. Helsinki: Gaudeamus. 

Hegre, H. (2014). Democracy and armed conflict. Journal of Peace Research. 51(2), 159-172. 

Henrekson, M., & Stenkula, M. (Eds.). (2015). Swedish taxation: developments since 1862. Springer. 

Hjerppe, R. (1989). The Finnish Economy 1860 - 1985. Growth and Structural Change. Helsinki: Bank of 

Finland. 

http://hdl.handle.net/10622/FMI6L9hdl/10622/FMI6L9


23 
 

Hodgson, G. M. (1998). The approach of institutional economics. Journal of economic literature, 36(1), 

166-192. 

Hoffman, P. T. (2017). Why did Europe conquer the world? Princeton University Press. 

Husso, M., Virkki, T., Notko, M., Hirvonen, H., Eilola, J., & Norko, M. (2017). A spatial-temporal, 

intersectional and institutional approach to interpersonal violence. In: Husso, M., Virkki, T., Notko, M., 

Hirvonen, H., & Eilola, J. (Eds.). (2017). Interpersonal Violence: Differences and Connections. (pp. 1 – 

13) New York: Routledge. 

Inglehart, R., & Welzel, C. (2009). How development leads to democracy. Foreign Affairs 88 (2), 33-48. 

Jørgensen, H. (2004). Make Contacts - Not Contracts! Better Development of Labour Markets through 

Corporatist Steering and Accountability, Illustrated by Danish Labour Market and Employment Policies. 

In: Jens Lind, Herman Knudsen and Henning Jörgensen (eds.) Labour and Employment Regulation in 

Europe (pp. 254 – 283). Peter Lang. 

Karonen, P., Roitto, M. & Ojala, J. (2018). Politiska kulturer 1430 – 1930. In: Henrik Meinander, Petri 

Karonen & Kjell Östberg (eds.) Demokratins drivskrafter. Kontext och särdrag i Finlands och Sveriges 

demokratier 1890 – 2020. Helsingfors/Stockholm: Svenska litteratursälskatet i Finland/Appel Förlag, pp. 

65 - 97. 

Karvonen, L. (1997), Demokratisering, Lund: Studentlitteratur. 

Kettunen, P. (2001). The Nordic welfare state in Finland. Scandinavian Journal of History, 26(3), 225-247. 

Kettunen, P. (2006). The Tension between the Social and the Economic. A Historical Perspective on a 

Welfare State. In J. Ojala, J. Eloranta and J. Jalava (eds.), The Road to Prosperity: an Economic History of 

Finland. Helsinki: Suomalaisen Kirjallisuuden Seura, 284-312. 

Kissane, B. (2004). Democratization, state formation, and civil war in Finland and Ireland: a reflection on 

the democratic peace hypothesis. Comparative Political Studies, 37(8), 969-985. 

Kivivuori, J., & Lehti, M. (2006). The social composition of homicide in Finland, 1960–2000. Acta 

Sociologica, 49(1), 67-82. 

Kjærnsli, M., & Lie, S. (2004). PISA and scientific literacy: Similarities and differences between the Nordic 

countries. Scandinavian Journal of Educational Research, 48(3), 271-286. 

Koivunen, A., Ojala, J., & Holmén, J. (2021). Always in crisis, always a solution? The Nordic model as a 

political and scholarly concept. In: A. Koivunen, J. Ojala & J. Holmén (eds.) The Nordic Economic, 

Social and Political Model: Challenges in the 21stCentury . Abingdon: Routledge (forthcoming). 

Kokkinen, A., Jalava, J., Hjerppe, R., & Hannikainen, M. (2007). Catching up in Europe: Finland's 

Convergence with Sweden and the EU15. Scandinavian Economic History Review, 55(2), 153-171. 

Koponen, J., & Saaritsa, S. (eds., 2019). Nälkämaasta Hyvinvointivaltioon: Suomi kehityksen 

kiinniottajana. Helsinki: Gaudeamus. 

Laine, J., Fellman, S., Hannikainen, M. & Ojala, J. (eds., 2019). Vaurastumisen vuodet: Suomen 

taloushistoria teollistumisen jälkeen. Helsinki: Gaudeamus. 

Lee, J. W., & Lee, H. (2016). Human capital in the long run. Journal of Development Economics, 122, 147-

169. 



24 
 

Lehti, M., & Kivivuori, J. (2005). Alcohol-related violence as an explanation for the difference between 

homicide rates in Finland and the other Nordic Countries. Nordic Studies on Alcohol and Drugs, 22(1), 7-

24. 

Lehti, M., & Kivivuori, J. (2012). Homicide in Finland. In Liem, M. & Pridemore, W. (eds) Handbook 

of European homicide research (pp. 391-404). Springer, New York, NY. 

Levy, J.S. & Thompson, W.R. (2010). Causes of War. Wiley-Blackwell 

Lipset, S. M. (1959). Some social requisites of democracy: Economic development and political legitimacy. 

American political science review, 53(1), 69-105. 

Lindert, P. H. (2003). Voice and growth: was Churchill right? The Journal of Economic History, 63(2), 

315-350.  

Lindert, P. H. (2004). Growing public: Volume 1, the story: Social spending and economic growth since 

the eighteenth century. Cambridge University Press. 

Lindert, P. H. (2006a). The welfare state is the wrong target: A reply to Bergh. Econ Journal Watch, 3(2), 

236. 

Lindert, P. H. (2006b). Second Reply to Bergh. Econ Journal Watch, 3(3), 461-465. 

Lind, J., & Knudsen, H. (2018). Denmark: the long-lasting class compromise. Employee Relations, 40(4), 

580-599. 

Mann, M. (2012). The sources of social power: Volume 3, global empires and revolution, 1890-1945. 

Cambridge University Press. 

McIntosh, J. (2019). PISA country rankings valid? Results for Canada and Finland. Scandinavian Journal 

of Educational Research, 63(5), 670-678. 

Meinander, H., Karonen, P. & Östberg, K. (eds., 2018) Demokratins drivskrafter. Kontext och särdrag i 

Finlands och Sveriges demokratier 1890–2020. Helsingfors/Stockholm: Svenska litteratursälskatet i 

Finland/Appel Förlag. 

Mjøset, L., & Cappelen, Å. (2011). The integration of the Norwegian oil economy into the world economy. 

In The Nordic varieties of capitalism, 167-263. Emerald Group Publishing Limited. 

Moatsos, M., van Zanden, J.L., Baten, J., et al. (2015). Income Inequality. 

http://hdl.handle.net/10622/6OHMDS, accessed via the Clio Infra website. 

Mokyr, J. (2006). Preface: Successful Small Open Economies and the Importance of Good Institutions. In: 

Ojala, J., Eloranta, J. & Jalava, J. (eds.) The Road to Prosperity. An Economic History of Finland. Helsinki: 

SKS, 8 - 12. 

Moore, B. (1966). Social Origins of Dictatorship and Democracy: Lord and Peasant in the Making of the 

Modern World. Boston, MA: Beacon Press. 

Mulligan, C. B., Gil, R., y Sala-i-Martin, X. (2010). Social Security and Democracy. The B.E. Journal of 

Economic Analysis and Policy. 10, 1, article 18. 



25 
 

North, D. C. (1990). Institutions, Institutional Change and Economic Performance. Cambridge-New York: 

Cambridge University Press. 

O’Brien, P. (2011). The nature and historical evolution of an exceptional fiscal state and its possible 

significance for the precocious commercialization and industrialization of the British economy from 

Cromwell to Nelson. Economic History Review, 64(2), 357-713. 

OECD (2019). OECD Social Expenditure Database (www.oecd.org/social/expenditure.htm).  

Ojala, J. (2017). Taloushistorian paluu ja liiketoimintahistorian nousu. Historiallinen aikakauskirja, 115 

(4), 446 - 456. 

Okediji, T. O. (2005). The dynamics of ethnic fragmentation: A proposal for an expanded measurement 

index. American Journal of Economics and Sociology, 64(2), 637-662. 

Olson, M. (1986). A theory of the incentives facing political organizations: Neo-corporatism and the 

hegemonic state. International Political Science Review, 7(2), 165-189.  

Osinsky, P. (2010). Modernization interrupted? Total war, state breakdown, and the communist conquest 

of China. The Sociological Quarterly, 51(4), 576-599. 

Osinsky, P., & Eloranta, J. (2014). Why did the communists win or lose? A comparative analysis of the 

revolutionary civil wars in Russia, Finland, Spain, and China. Sociological Forum, 29(2), 318-341. 

Pasad, M. & Deng, Y. (2009). Taxation and the worlds of welfare. Socio-Economic Review, 7, 431-457. 

Permanyer, I. (2013). A critical assessment of the UNDP’s gender inequality index. Feminist Economics, 

19(2), 1-32. 

Petersen, K., & Kettunen, P. (2011). Introduction: rethinking welfare state models. In: Kettunen, P. & 

Petersen, K. (eds.) Beyond Welfare State Models (pp. 1-15). Edward Elgar Publishing. 

Porter, M. E. (1990). The competitive advantage of nations: with a new introduction. New York: Free Press. 

Przeworski, A. (1986). Capitalism and social democracy. Cambridge University Press. 

Przeworski, A. (1991). Democracy and the market: Political and economic reforms in Eastern Europe and 

Latin America. Cambridge University Press. 

Przeworski, A., & Limongi, F. (1993). Political Regimes. The Journal of Economic Perspectives, 7(3), 51-

69.  

Przeworski, A. (2004). Democracy and economic development. In: Mansfield & R. Sisson (Eds.), The 

evolution of political knowledge. democracy, autonomy, and conflict in comparative and international 

politics, 300-324.Columbus: Ohio State University Press. 

Putnam, R.D. (1995). Bowling Alone: America’s Declining Social Capital. Journal of Democracy, 6(1), 

65-78 

Rasumussen, M.B. & Pontusson, J. (2017). Working-Class Strength by Institutional Design? Unionization, 

Partisan Politics, and Unemployment Insurance Systems, 1870 to 2010. Comparative Politics Studies, 

51(6), 793-828. 

http://www.oecd.org/social/expenditure.htm


26 
 

Robson, W. A. (1976). Welfare State and Welfare Society: Illusion and Reality. Crows Nest: Allen and 

Unwin. 

Rodrik, D., Subramanian, A., & Trebbi, F. (2004). Institutions rule: the primacy of institutions over 

geography and integration in economic development. Journal of economic growth, 9(2), 131-165. 

Roine, J., Vlachos, J. & Waldenström, D. (2009). The long-run determinants of inequality: What can we 

learn from top income data? Journal of Public Economics, 93, 974-988.  

Romero-Ávila, D. & Strauch, R. (2008). Public finances and long-term growth in Europe: Evidence from 

a panel data analysis. European Journal of Political Economy, 24, 172-191. 

Savolainen, J., Lehti, M., & Kivivuori, J. (2008). Historical origins of a cross-national puzzle: Homicide in 

Finland, 1750 to 2000. Homicide Studies, 12(1), 67-89. 

Schumpeter, J. A. (1942). Capitalism, socialism and democracy. Routledge. 

Segura-Ubiergo, A. (2007). The political economy of the welfare state in Latin America. Globalization, 

democracy and development. Cambridge: Cambridge University Press. 

Skocpol, T., & Theda, S. (1979). States and social revolutions: A comparative analysis of France, Russia 

and China. Cambridge University Press. 

Stasavage, D. (2011). States of credit: Size, power, and the development of European polities. Princeton 

University Press. 

Steinmo, S. (1993). Taxation and Democracy: Swedish, British and American Approaches to Financing 

the Modern State. New Haven and London: Yale University Press.  

Teorell, J. (2012). Determinants of Democratization. Explaining Regime Change in the World, 1972-2006. 

Cambridge: Cambridge University Press. 

Teorell, J.; Coppedge, M.; Lindberg, S.; and Skaaning, S.E. (2018). Measuring Polyarchy Across the Globe, 

1900-2017. Studies in Comparative International Development. 1-25.  

Tilly, C. (1990). Capital, coercion, and European states. Cambridge, MA: Basil Blackwell. 

Treier, S., & Jackman, S. (2008). Democracy as a latent variable. American Journal of Political Science, 

52(1), 201-217. 

Wiberg, H. (2000). The Nordic security community: past, present, future. Danish foreign policy yearbook. 

Ville, S., & Wicken, O. (2012). The dynamics of resource-based economic development: evidence from 

Australia and Norway. Industrial and Corporate Change, 22(5), 1341-1371. 

Ylikangas, H., Karonen, P., Lehti, M., & Monkkonen, E. H. (2001). Five centuries of violence in Finland 

and the Baltic area. Ohio State University Press. 

 

ENDNOTES: 



27 
 

 
1 See esp. Esping-Andersen (1990). Social spending, however, might increase even in the context of authoritarian 

regimes (see, for instance, Cutler and Johnson, 2004; Segura-Ubiergo, 2007). – Overview on the literature on Nordic 

Model see especially Koivunen & al. (2021, forthcoming). 
2 See though, Przeworkski & Limongi (1993). 
3 See, for instance, the debate: Bergh (2006), Lindert (2006a, 2006b). Bergh & Karlsson (2010) expand on the harmful 

tax impacts, to counter Lindert (2004). 
4 OECD (2019).  
5 World Happiness Report (2020). Available from: https://worldhappiness.report/ed/2020. (Cited December 6, 202+). 

The top spots are occupied by Finland (1st) and Denmark (2nd), whilst Iceland is ranked as 4th, Norway 5th, and Sweden 

as number 7 on the global list.  
6 See, for instance, Christiansen and Markkola (2009); Koivunen & al. (2021).  
7 These debates are indeed rooted to classic discussions in economics and social sciences since the writings of Adam 

Smith and especially by Schumpeter (1942). 
8 On definition of institutions, see North (1990). On corporatist interests and interest group influence, see e.g. Olson 

(1986). For a broader discussion, see Acemoglu & Robinson (2012, 2019) and e.g. Rodrik et al. (2004). For history 

of the field, see e.g. Coase (1984) and Hodgson (1998). For e.g. the Finnish scholarly debates on this, see esp. Ojala 

(2017).  
9 See esp. Przeworski (1986, 1991, 2004). For a discussion on the role of economic growth to democratization, see 

especially Karvonen (1997), 28–46, or the classical account by Lipset (1959). 
10 E.g. Gat et al. (2009); Inglehart & Welzel (2009). For a discussion on the impact of democracy on economic growth, 

see also Przeworski and Limong (1993). 
11 Teorell (2012). See also Acemoglu & Robinson (2000, 2005), Acemoglu et al. (2005). 
12 According to Lindert (2003), the long-run analyses with multiple country cases can give us a richer understanding 

of these dynamics.  
13 See esp. the discussion in Lindert (2003), Acemoglu & Robinson (2000). For a broader discussion, see Kettunen 

(2001, 2006), Kettunen & Petersen (2011), Robson (1976), and Esping-Andersen (1990).  
14 Lindert (2004), Espuelas (2012).  
15 See, for instance, Mulligan et al. (2010).  
16 The literature studying these topics has grown significantly in recent years. See, for instance, Dincecco & Katz 

(2016); Dincecco (2015); Besley & Persson (2009); Stasavage (2011); Hoffman (2017).  
17 See, for instance, Grafe (2012). Economists have also studied the impact of state capacity on the economy (e.g., 

Besley and Persson, 2011, 2013). 
18 See for a good summary of the literature, Hegre (2014). A compelling argument in favor of this proposition can be 

found in Doyle (1986). 
19 A good review of the debate can be found in Levy and Thompson (2010). 
20 See e.g. Moore (1966), Skocpol & Theda (1979), Osinsky & Eloranta (2014). 
21 Mann (2012); Osinsky (2010). 
22 See the Christopher Lloyd’s discussion on this earlier in the book. On the development of a social fragmentation 

index, see e.g. Okedji (2005). These types of efforts typically focus on combining elements of political, social, and 

ethnic fractions into a single measure.  
23 See e.g. Casanova (2000), Kissane (2004), Archer & Joenniemi (2017).  
24 Iceland is excluded in the analysis, since the data is less abundant, especially for some of the indicators we are using 

here. 
25 Mokyr (2006). 
26 Fukuyama (2014). 
27 Porter (1990). 
28 See, for example, e.g. Fellman et al. (2008), Kettunen (2001), and Meinander, Karonen & Östberg (2018); Koivunen 

& al. (2021). 
29 See especially Karonen, Roitto & Ojala (2018). 
30 On the Finnish convergence patterns, see e.g. Kokkinen et al. (2007).  
31 See e.g. Ville & Wicken (2012), Mjøset & Cappelen (2011).  
32 Teorell et al. (2016). The index takes into account the level of suffrage, of freedom of association and expression, 

the extent to which elections are free and fair, and the way in which officials are elected.  
33 For the long-run roles of women in the Nordic politics, see esp. Haavio-Mannila & Skard (2013).  
34 See, for instance, Putnam (1995). Concerning democratic breakdown, see e.g. Bernhard et al (2019).  

https://worldhappiness.report/ed/2020


28 
 

 
35 Similar results are found when looking at political participation defined as the share of population that cast a ballot 

in elections.  
36 See e.g. Eloranta et al. (2014).  
37 Eloranta & Kauppila (2006).  
38 Hannikainen & Eloranta (2019). See also Kettunen (2001).  
39 A number of studies have shown, though, that the division between crofters and landowners was not the major cause 

for the conflict; rather it has been perhaps overemphasised in more popular writings. See especially Alapuro (1994). 
40 Tilly (1990), Wiberg (2000).  
41 Broadberry et al. (2015). 
42 See also Ferguson (2001). 
43 Husso et al. (2017), p. 1. 
44 On discussion see especially: Lehti & Kivivuori (2005, 2012); Savolainen et al. (2008); Kivivuori & Lehti (2006); 

Ylikangas et al. (2001). 
45 Bergholm (2017), 189-190; Bergholm (2012), 209-233, 264-274, 308-317, 448-465. 
46 Jørgensen (2004), p. 263; Lind & Knudsen (2018), 588, 590. 
47 See, for instance, Roine et al. (2009). 
48 Long-term series on top marginal income tax rates for our four countries can be found in the SSDS Social Science 

Data Collection. 
49 See, for instance, Steinmo (1993), Lindert (2004), Pasad and Deng (2009). 
50 On overall trends, see esp. Dorius & Firebaugh (2010). On critique of the the gender inequality index, see e.g. 

Permanyer (2013).  
51 These types of processes have been suggested e.g. by Acemoglu et al. (2005). Education also can increase political 

participation and civic engagement in a given polity, see esp. Glaeser et al. (2007).  
52 Kjærnsli & Lie (2004). Some perspective on e.g. the Finnish results can be found in McIntosh (2019).  
53 A review of the cliometric analyses of human capital can be found in Goldin (2016). See also Becker (2018).  
54 On e.g. Finland, see especially recent analyses, such as Eloranta & Ojala (2018), Haapala & Lloyd (2018), Laine et 

al. (2019), Koponen & Saaritsa (2019).  


