Sweden says 'No'

What a bad day September 14th 2003 was for the European Union.  As trade talks were collapsing in Cancun, for which the EU received a large part of the blame, at home ambitions to create a greater Europe were being dealt a significant blow by the Swedes, who were busy rejecting moves for them to join the euro.  With over 56 per cent of the electorate voting against joining the euro, Sweden is set to retain the krone and remain, along with the UK and Denmark, on the sideline as the remaining 12 EU countries forge ahead with their euro vision.  Why did Sweden reject the euro and what are its implications, both for the EU and for the UK’s potential future membership?

Research, following the Swedish vote, has revealed that the 'No' voters voted that way because of worries over issues of democracy and sovereignty.  They felt that Sweden would, once it had embraced the euro, be driven inevitably towards the wider political union that many within the EU are looking to achieve.  The pro-euro campaigners, with their emphasis on the euro's economic benefits to the Swedish economy, were unable to counter such fears.  Pro-euro supporters in Sweden are now worried that the Swedish economy will be marginalised within the EU, and that Sweden’s influence over the economic direction of the European economy will diminish.

The EU leaders put a brave face upon the Swedish vote, suggesting that the development of the euro, and the EU’s wider political integration would continue, with or without Sweden’s membership.  However, Sweden’s 'No' vote is a blow.  It raises questions concerning the speed and direction of EU integration, and whether the integration process is breaking down.  Will electorates in various countries be prepared to relinquish ever greater control over economic and social policy in the name of European political union?

The Swedish decision not to join the euro also has ramifications for the UK.  The current Labour government has been considering for some time when would be the most suitable opportunity to hold a referendum on membership of the euro.  Given the UK government's pro-euro stance, the Swedish 'No' vote is sobering news.  Is the government likely to be anymore successful than its Swedish counterparts in convincing the UK population that the potential benefits from euro membership outweigh the potential costs?  At the present time, and in the wake of the Swedish vote, the answer is probably no.  Thus the political risk of the referendum will be avoided – at least for the time being.

Want to find out more?
Arguments surrounding the euro and its economic and political advantages and disadvantages can be found in Economics (5th ed), section 25.3; Economics for Business (2nd ed),  pages 693–6; Essentials of Economics (2nd ed), section 12.6.

Two case studies looking at the convergence of countries towards joining the euro, can be found on this website in the supporting resources section for Chapter 25 of Economics (5th ed). Check out various Economics in the News Items and particularly News Item 22 in the September 2003 edition.

