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Introduction

Greenland stands at a pivotal moment in its economic history. For generations,
livelihoods were organized around subsistence activities embedded in community,
culture, and Arctic ecology. Over the past century—and especially in recent
decades—market institutions, public investment, and global value chains have
reshaped production, employment, and household welfare. This book examines that
transition from subsistence to markets, taking stock of what has been gained, what
remains vulnerable, and what choices can widen the path toward a more diversified
and resilient economy.

Our approach combines macroeconomic and microeconomic analysis with sector-by-
sector profiles to illuminate Greenland’s growth potential and constraints. At the
macro level, we analyze national accounts, the structure of demand and trade, fiscal
dynamics, and the role of external transfers. At the micro level, we study firm
behavior, household incomes, labor mobility, and the incentives that shape investment
and innovation. The result is a framing that links everyday decisions—by fishers,
entrepreneurs, civil servants, and travelers—to the system-level outcomes that
determine stability and opportunity.

Fisheries remain the backbone of exports and a cornerstone of identity, yet they also
concentrate risk. Tourism has emerged as a promising growth sector, albeit one
sensitive to infrastructure, seasonality, and environmental stewardship. The public
sector—vital for service delivery across vast geography—can crowd in or crowd out
private initiative depending on how procurement, regulation, and state-owned
enterprises are designed. Alongside these, new industries such as aquaculture,
mineral extraction, renewable energy, and digital services offer avenues for
diversification if developed with sound governance, community benefits, and robust
environmental safeguards.

A central theme of the book is fiscal stability. Small, open, and remote economies face
volatile revenues, high unit costs, and exposure to global shocks. We therefore explore
policies to manage resource rents, smooth expenditures across cycles, and strengthen
the efficiency and equity of public spending. Options include medium-term fiscal
frameworks, stabilization and savings mechanisms, tax modernization, and targeted
reforms that improve outcomes in health, education, and housing—each essential to
building human capital and sustaining growth.

Because geography and climate shape markets as much as prices and policies do, we

devote careful attention to infrastructure, connectivity, and climate risk. Transport
links, ports, and digital networks can reduce the cost of distance and integrate
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communities into national and international markets. At the same time, climate
change imposes both risks and opportunities—from impacts on fisheries and
settlements to prospects for renewable energy. Strategic planning must therefore
weigh near-term feasibility against long-term resilience, ensuring that diversification
does not come at the expense of cultural continuity or environmental integrity.

Finally, this book is written for economists, planners, and development professionals
seeking a practical roadmap. Each chapter closes with concise diagnostics and policy
recommendations, moving from evidence to action. The concluding chapter
synthesizes these into a coherent strategy with measurable milestones and scenarios,
enabling policymakers and stakeholders to track progress, adapt to uncertainty, and
sustain momentum. Our premise is simple but ambitious: with informed choices and
inclusive institutions, Greenland can broaden its economic base, enhance fiscal
stability, and secure prosperity for generations to come.
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CHAPTER ONE: Historical Foundations: Subsistence,
Trade, and Colonial Economies

Greenland’s economy did not begin with national accounts or balance sheets; it began
with survival. Generations of Inuit hunters and their families organized life around
seasonal cycles, moving across sea ice and fjords to secure food, clothing, and tools
from the Arctic environment. Subsistence was not only a production system but a
complex social arrangement built on sharing, knowledge, and adaptation. If someone
killed a seal, the community ate; if a boat returned with a whale, kin networks
distributed the yield. Efficiency was measured in calories, not cash, and the resilience
of households depended on flexible cooperation rather than formal contracts.

This way of life persisted for centuries, anchored in a maritime ecology that demanded
constant learning and responsiveness. The tools of the trade—kayaks, umiaks,
harpoons, and dogsleds—were finely adapted to local conditions, and hunting
techniques were passed down through apprenticeship. Distances were vast, weather
was unpredictable, and risk was ever-present, so households diversified their activities
across fishing, hunting, and gathering. Knowledge of currents, ice, and animal
behavior was both practical and deeply cultural, forming a kind of human capital that
could not be transferred overnight. In short, the pre-colonial economy was resilient,
but it was not immune to shocks.

The arrival of Europeans in the eighteenth century introduced a different set of
incentives and constraints. Danish trading posts, established under the Danish Crown,
formalized exchange through the Royal Greenland Trading Company. This company
created monopolies on imports and exports, regulating which goods could enter and
leave the colony. Tools, textiles, and building materials flowed in; seal skins, whale oil,
and furs flowed out. Prices were set by Copenhagen rather than by local bargaining,
and trade routes were organized to serve Danish interests. The intention mixed
commerce with mission, and commerce reshaped everyday life.

For local communities, this new trade regime offered access to iron, firearms, and
cloth that could improve hunting efficiency and comfort. At the same time, it narrowed
economic choices and embedded external control over value chains. Households had
to navigate between traditional practices and the requirements of the trading
monopoly. In some areas, trade supplemented subsistence; in others, it gradually
reoriented production toward marketable commodities. The net effect was uneven:
some households prospered, others became dependent on imported goods, and the
balance between autonomy and integration tilted outward.
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Colonial policy also redirected settlement patterns. As trading posts grew, more
people concentrated around them, altering mobility and access to hunting grounds.
Infrastructure followed commercial logic—piers, warehouses, and administrative
buildings—while local needs for flexible travel and seasonal camps were sometimes
overlooked. The physical footprint of the economy became more static, tied to coastal
nodes where ships called. This shift made certain inputs cheaper and certain outputs
easier to sell, but it also reduced the ability of households to follow seasonal resource
abundance across the landscape.

The monopoly’s rules constrained entrepreneurship. Private trade was limited, prices
were fixed, and external contacts were tightly managed. While this prevented
exploitation by independent traders, it also dampened incentives for local innovation
and market development. The company’s objectives were primarily commercial and
administrative, not developmental. As a result, the colonial economy remained
shallow: few local enterprises emerged, and value addition took place far away.
Greenland’s role in global trade was as a supplier of raw materials and a consumer of
imported goods, a pattern that would shape expectations for decades.

Social services in this period were rudimentary. Education, health, and housing were
largely organized by missions and trading posts, with limited public spending.
Improvements in living standards were gradual, often tied to the availability of
imported goods rather than to increases in local productivity. The population faced the
classic constraints of remote economies: high transport costs, limited storage, and
exposure to ecological variability. The colonial system did not eliminate hunger or
hardship, but it did introduce new dependencies that made households more
vulnerable when trade conditions deteriorated.

Subsistence persisted alongside trade because it remained the surest way to feed
families when markets failed or ships were delayed. Over time, the two systems
interacted in complex ways. Market earnings could buy hunting gear; hunting yields
could be sold to the trading company. But the rhythms were different: market
transactions were seasonal and dependent on shipping schedules, while subsistence
activities followed natural cycles. This created a dual economy that was neither fully
traditional nor fully modern, and it left a legacy of hybrid livelihoods that continues to
influence economic behavior today.

The early twentieth century brought social reforms that expanded education and
health services, gradually increasing human capital. More children attended school,
literacy improved, and medical care reached remote areas. These changes supported
population growth and began to shift labor away from hunting alone. Yet the economic
structure remained narrow. The trading monopoly persisted until 1950, after which
Greenland’s economy was opened to more competition and the public sector
expanded. This was a turning point, but it did not immediately translate into
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diversified production.

In the mid-twentieth century, new technologies changed the cost structure of
economic activity. Motorboats replaced rowboats and dog sleds for many tasks, radios
linked communities, and snowmobiles altered winter travel. These innovations
increased the range and reliability of hunting and fishing, raising productivity and
improving safety. They also accelerated the transition to market orientation: with
motorboats, it became easier to bring catches to processing plants, and with radios,
prices and weather information could be shared quickly. Modernization made
traditional livelihoods more efficient but also more capital-intensive.

Industrialization arrived with fish processing plants. In the 1950s and 1960s, canneries
and freezing facilities began to appear in coastal towns, creating wage employment
and formalizing the harvest of cod, shrimp, and halibut. The emergence of a domestic
market for fish, combined with exports to Denmark and beyond, expanded the
economic base. Seasonal work in processing provided income for families who
previously relied on subsistence alone. The fishery became not just a source of food
but a sector that generated cash, investment, and government revenue. This shift was
foundational for the modern Greenlandic economy.

The growing importance of the public sector accompanied industrialization. As more
people moved into wage jobs, the state expanded services and administrative
capacity. Public employment became a key source of stability, particularly in towns
where private demand fluctuated with fish prices and global conditions. This
expansion improved access to education and health, but it also increased fiscal
dependence. The pattern that emerged—private resource extraction coupled with
public service delivery—defined Greenland’s economic structure for decades and set
the stage for today’s debates about diversification and fiscal sustainability.

Trade relationships evolved as Greenland’s links to Denmark deepened. The krone
became the anchor for monetary stability, simplifying transactions and facilitating
imports but also tying Greenland’s price levels to Denmark’s. Shipping routes and air
connections improved, reducing the cost of distance but not eliminating it. Export
markets for fish diversified beyond Denmark, while imports from Europe and Asia
grew. Greenland entered global value chains as a supplier of fish and a buyer of
machinery, consumer goods, and technology. This integration boosted welfare but also
exposed the economy to international price swings and supply disruptions.

These historical foundations matter because they created a path-dependent structure.
Subsistence taught flexibility and risk management; colonial trade taught reliance on
external markets; industrialization introduced wage employment and capital; the
public sector created stability but also dependency. Modern Greenland is built on
these layers, and the interactions among them shape economic choices today.
Understanding where the economy came from clarifies why certain sectors dominate,
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why institutions look the way they do, and which diversification strategies are likely to
be feasible. History does not dictate the future, but it sets the starting conditions.

A key insight is that the transition from subsistence to markets was never a straight
line. At times, policy pushed faster toward market integration; at other times,
communities retained traditional practices to buffer against external shocks. The dual
economy persisted because it provided resilience: when fish prices dropped,
subsistence could fill gaps; when game was scarce, cash from markets could buy food.
This complementarity is a distinctive feature of Greenland’s economic fabric and
remains relevant for households and policymakers considering how to manage risk in
a small, open economy.

The structure of trade also shaped incentives for local value addition. Because the
colonial monopoly and later market conditions often made it easier to export raw
materials and import finished goods, local processing capacity lagged. Fish were
shipped whole or minimally processed; equipment was imported ready-made. This
reinforced a pattern of dependency and limited the growth of industrial ecosystems.
Reversing that pattern—adding value locally—would require not just investment but
market access, skills, and institutions that were historically weak or absent.

Another important historical factor is the relationship between settlement patterns and
economic activity. Coastal communities were connected by sea rather than by roads,
making transport costly and time-sensitive. Towns grew around harbors and
processing plants, while smaller settlements remained tied to subsistence and small-
scale trade. This geography fragmented markets and complicated service delivery.
Even today, infrastructure choices—ports, airports, digital networks—determine which
sectors can scale and where jobs will be created. The historical siting of economic
activity continues to influence regional development outcomes.

External shocks have always played a large role in Greenland’s economic trajectory.
Volatility in global fish prices, changes in shipping costs, and shifts in Danish policy
produced booms and busts that households and governments had to absorb. The
response was often to rely on the dual economy: fall back on subsistence when
markets turned, or lean on public employment when private demand weakened. This
pattern built resilience but also discouraged long-term investment in productive
assets. Overcoming that legacy requires institutions that smooth cycles and reduce
uncertainty for private actors.

The cultural dimension cannot be separated from the economic one. Hunting and
fishing are not just income sources; they are identity, community status, and
intergenerational transmission of knowledge. Policies that ignore these non-monetary
values risk unintended consequences, such as social dislocation or resistance to
change. Conversely, policies that build on these strengths—skills, adaptability,
stewardship—can accelerate diversification. The historical interplay between culture
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and commerce suggests that future growth strategies will succeed only if they align
economic incentives with social meaning.

Environmental stewardship also has deep roots. Traditional practices emphasized
taking only what was needed and respecting seasonal cycles, a form of sustainability
long before modern environmental economics articulated the concept. Colonial and
industrial periods introduced new pressures—overfishing risks, habitat changes, waste
from processing—but also new tools for management, including quotas and marine
protected areas. The historical lesson is that economic expansion and ecological
balance are not inherently incompatible, but they require deliberate governance and
community engagement.

Looking back, the colonial economy left a mixed legacy. It introduced technologies and
market access that improved productivity, but it also centralized control and limited
local autonomy. After administrative reforms and the opening of the economy,
Greenland gained more control over its economic destiny, yet the dependence on
external markets and transfers remained. This is not unusual for small, remote
economies; it is a structural condition. The historical challenge has been to use
external linkages to build internal capacity, rather than simply reinforcing existing
dependencies.

Another enduring feature is the role of Denmark in Greenland’s economic architecture.
Monetary policy, regulatory standards, and transfers have all influenced growth and
stability. While Chapter 2 will analyze current institutions in detail, it is worth noting
here that the historical relationship shaped expectations about the state’s role and the
scale of public services. The early expansion of health and education created a
baseline of human capital that supports modern sectors. However, it also set a fiscal
trajectory that must be balanced with revenue generation and efficiency.

The historical foundations also reveal the limits of analogies with other small island
economies. Greenland’s Arctic geography, sparse population, and ice-dependent
ecosystems create distinct constraints and opportunities. The distance to major
markets raises transport costs; the seasonality of daylight and sea ice imposes
rhythms on production; the fragility of ecosystems demands careful management.
These factors are not just backdrop; they are central to understanding what types of
industries can thrive and how policy should be designed. Generic development
prescriptions often miss these nuances.

In practical terms, the legacy of subsistence and trade suggests that diversification
will be most successful if it builds on existing capabilities. For example, skills in
navigation and marine operations can support offshore services and aquaculture;
knowledge of local ecosystems can inform bioprospecting and sustainable tourism;
experience with seasonal planning can be leveraged in logistics and renewable energy
projects. The historical economy cultivated adaptability and risk awareness—qualities
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that are valuable in modern markets. Recognizing and formalizing these skills is a
pathway to new industries.

The historical record also shows how institutional design influences outcomes. The
monopoly suppressed competition but ensured stability; the later opening increased
dynamism but raised volatility. Balancing these trade-offs remains a core task.
Today’s policy choices—regulatory frameworks, competition policy, state-owned
enterprise governance—will determine whether new sectors grow in a way that
complements existing livelihoods. History suggests that institutions that are
transparent, inclusive, and adaptive are more likely to foster sustainable growth.

Finally, the transition from subsistence to markets is not complete. Many households
still combine wage income with hunting, fishing, and gathering. This hybridity is a
strength, not a weakness, as long as policies support both market development and
ecosystem health. Diversification should not aim to replace traditional livelihoods but
to broaden the range of opportunities within them. The historical path has been
gradual and pragmatic; future progress is likely to follow a similar trajectory, with
innovation layered onto existing practices rather than displacing them.

The story of Greenland’s economy is, in many ways, the story of a people adapting to
change while holding onto core values. The historical foundations—subsistence, trade,
and colonial economies—created a distinctive economic culture that prizes resilience,
community, and connection to place. Those traits are assets in a world that values
sustainability, authenticity, and local knowledge. The task now is to translate these
assets into modern sectors and institutions that can deliver broad-based prosperity
without erasing the past. That is the road to diversification, and it begins with
understanding where the road started.
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