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CHAPTER 8

Nordic Accession: An Analysis
of the EU Referendums

Jonathon W. Moses and Anders Todal Jenssen

The intent was clear; in domino fashion the Nordic countries would fall into
the ranks of the European Union. The timing of the Nordic referendums was
designed in such a fashion as to ensure that the most enthusiastic potential
member, Finland, would set the stage and generate the momentum to help
convince Swedish and Norwegian voters of the need to follow suit. The out-
come was not as planned. While Sweden followed the Finnish example, the
Norwegian electorate proved obstinately opposed. This chapter argues that
timing was not the most relevant determinate of outcomes in the three Nordic
countries. Rather, we ask whether the nature of each country’s economic
integration (or lack thereof) with the European Union might provide better
guidance for interpreting the variation in referendum outcomes.

On October 16, 56.9 percent of voting Finns declared their support for
Finnish membership in the European Union in an advisory referendum. While
the aggregate numbers showed support for membership, their geographic
distribution suggests that the country was severely split on the issue. Indeed, 70
percent, or 326, of the 445 municipalities (kommuner) were opposed to mem-
bership. Of the supportive counties (kin), all of them lay in the urban-domi-
nated southern part of the country (see fig. 8.1). The county surrounding the
capital city, Helsinki, voted 73.6 percent in favor of membership. The northern
counties were al! opposed to membership, with the strongest opposition found
in Uledborg (56.1 percent opposed) and Vasa (55.6 percent opposed) counties.

A similar story unfolded in Sweden just a month later; on November 13,
Swedes supported EU membership by 52.3 percent. Whereas the number of
counties opposed to membership was equal to the number that supported it
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Fig. 8.1. Nordic referendum outcomes, percentage of no votes

(12), there was large variation among counties: from the 66 percent of the
.m_mn.:ﬁ:m in Malmohus Lan, which supported membership, to the 72 percent
in Jamtlan, which opposed it. As in Finland, opposition to the Rmﬁm:awa was
more ,no:nms:mﬁma in the northern, more rural part of the country (see fig
8.1). The pattern was similar in Norway but with a different result. On Zo<05“
vmw 28, the Norwegian electorate narrowly (52.2 percent) opposed member-
ship. As in the other two Nordic countries, the yes votes were heavily concen-
trated in the urban centers, with the northern and western counties providin

strong opposition. Of Norway’s 19 counties, 14 contained majorities that c_um
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posed membership, with Finnmark Fylke—in northern Norway—opposing
membership by 75 percent.

There are a myriad of potential explanations for the variance in out-
comes.! Opinions about membership in the European Union have been influ-
enced by a number of elements, several of which were not even conceivable just
a handful of years ago. Worse, membership itself crosses many issue areas and
crosses several of the traditional cleavages in the Nordic body politic. Because
of the complex nature of the decisions, explanations of the referendums
threaten to be ideographic and ad hoc.

How do we begin to understand these variations at both the national and
regional levels? We propose a parsimonious political economy explanation.
Our working hypothesis is that variations among and within the Nordic coun-
tries can be explained by their unique economic relationship with the Euro-
pean Union. In particular, the more economically integrated a nation, region,
or individual is with the European Union, the more likely it will support Union
membership in the respective referendums. In order to test this hypothesis, we
examine economic structures and attitudes at three different levels of analysis:
national, county, and individual.2

This chapter is divided into four sections, wherein each level of analysis is
prioritized. After a brief introduction on integration, the second section com-
pares the economic structure and export dependence of each of the Nordic
countries vis-a-vis the European Union. Each economy relies on different
export structures, which are more or less dependent on markets within the
European Union. While the Norwegian economy is shown to be the most
integrated with European export markets, the nature of its export (oil) and its
relative wealth make it insensitive to membership pressures.

In the third section, the same questions are analyzed at the regional level
by employing a series of simple regressions on county-level data. County-level
aggregate data are used to establish that the arguments supported at the na-
tional level can be sustained at the regional level. We hypothesize that those
counties that are more dependent on sheltered sector incomes would be less
likely to support membership, and the regression evidence in this section
suggests that the economic integration argument is supported at the county
level as well. Indeed, the political economy hypothesis finds its strongest sup-
port at the county level.

In the fourth section, we attempt to provide microfoundations for the
premises worked out in the previous two sections. It is, after all, individuals
who vote. The individual-level data only grudgingly support the conclusions of
the previous two sections. While economic factors were frequently used to
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support membership attitudes, they were not the only factors mentioned, nor
were they always the most significant.

We conclude by arguing that an economic integration argument goes
some distance in explaining Nordic EU membership aspirations but that the
effect of that integration is not always or forcefully apparent in the individual
responses of voters. There appears to be a strong political economy argument
in effect at the county level, moderate support at the national level, and more
nuanced and varied support at the individual level, The results of the indi-
vidual-level analysis should not be surprising: individual attitudes are affected
by a variety of factors. Even in the individual responses that name ideological
or political variables as significant in determining their position with respect to

EU membership, it is likely that political economy factors nevertheless lie
beneath these responses.

I. Integration

Our story begins by assuming that each of the Nordic countries would rather
not join the European Union. Our justifications for doing this are threefold.
First, membership entails too many political constraints on national sov-
ereignty to be attractive in its own right. Second, small neighboring states
under the European Economic Agreement (EEA) umbrella have the potential
for free riding on European solutions. Finally, as members, the potential influ-
ence of each of the Nordic states (individually) is relatively small. Instead, we
assume that small neighboring nations might be willing to bear the costs of
membership—given a greater degree of national economic integration with
the European Union. Economic integration, from this perspective, functions as

a justification for membership. But what is the relationship between economic
and political integration?

Unfortunately, most of the political integration literature is of little utility

when trying to explain the incentives for entering (as opposed to building) a
relatively integrated market.> Nor can we expect assistance from the ranks of
trade theorists. Although much of contemporary trade theory recognizes a
relationship between economic dependence and political affiliation, it posi-
tions the causal arrow in a direction pointing from political affiliation to eco-
nomic integration. Trade, in these models, follows the flag.* Nevertheless,
literature from both the integration and trade theory traditions can be modi-
fied to account for enlargement incentives. In particular, we intend to explain
membership expansion in terms borrowed from industrial organization the-
ory, cognttive theory, and neofunctionalism.
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ship in the European Monetary System as a means of providing an ambitious
external source of legitimacy for national policies. Economic policies suffering
a legitimation deficit are more likely to benefit from membership.8

In the second area, we are interested in investment flows, We expect that
countries that are experiencing a large outflow of foreign direct investment into
Europe would be more likely to join the European Union.® High levels of
outward FDI could be important for EU membership, even if the investments
are going outside of Europe. Continual exit by investment capital weakens the
resolve of nation-states, weary from growing unemployment levels. In these
cases, outward-oriented multinational corporations are seen to pull their re-
spective countries into the European Union. The more national capital flight
into Europe, the stronger the pull on the nation-state to follow, 10

The final area of economic integration is the most straightforward. We
expect to find that the more trade dependent a country is on the EU for its
export market the more likely it is to support membership. Increased trade
integration is expected to facilitate community building and undermine the
initial resistance to membership. In other words, given the referendum out-
comes, we would expect that the Norwegian economy was less export depen-
dent on the EU than either the Swedish or Finnish economy.

If these hypotheses are accurate, we should expect to find that these three
elements of economic integration are correlated with the outcomes in Finland,
Sweden, and Norway. The Norwegian economy should be the least integrated
in the European market, the Swedish and Finnish economies more.

2.1. General Economic Conditions

The first measures of integration to consider are those that depict the general
economic health of each of the three Nordic countries. As we argue that
membership in itself is not attractive for nations with stronger economies,
measuring the relative strength of each economy should provide a rough in-
dicator of membership attitudes. The difficulty comes in trying to operational-
ize strength. As credibility concerns play arole in this decision, we think it most
useful to measure each Nordic country’s record in terms of the EU’s so-called
convergence criteria. If a country intends to use EU membership as a means of
introducing economic frugality, we would expect the most enthusiastic mem-
bers to have the worst record in terms of these criteria. In addition to the four
traditional criteria, we have listed a fifth—percent unemployed—to give a

better all-around picture of the economic health of each of the economies (see
table 8.1).

gt

%
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TABLE 8.1. Convergence criteria plus unemployment, 1993

Inflation Deficit Interest Rate Debt Unemployment
EU criteria <2.9% <3.0% <9.46% Aoo.o”_tc _m‘o
Finland 228 10.8 8.9¢ uw.wu o.o
Norway 3.7 34 NNH Mwo; wuw
Sweden 4.5 13.0 8.8 R

Sorces: : ission 1996; Nordisk Rad 1995. .
WNNMMV‘.M”HWH”%”“,“:S_:nq prices should not exceed by more than 1.5 percent above _rmhwnmam“m“.”&.—m—m
m::m:o.: rates. The general government budget deficit as a vm?.nw:wmn of GDP should not .QMaMc: Wo:::mwm i
i f long-term government bonds should not exceed the EnEW on the three lowest infla on countries b
H“M_“w ﬁo:u: :Wc points. The general government debt as a proportion of GDP should not excee: pe .

“Convergence criteria have been met.

Although these figures only offer a slice of time Coowv. the picture that
develops is as follows. Despite the fact that Finland satisfied the mnmma_,ﬁ :E:W
ber of convergence criteria in 1993, it had a vrm:oﬂm:mzv\ _mam.m unemp cﬂamsw
problem. The Swedish economy was also experiencing great Bmmnc._:mm, thoug
these were of a different nature. Swedish debt figures Were growing mﬁ.wcnr w
rate that they would soon be outside the criteria’s ::.:mSw and the deficit, wc
percent, was ?m?m:msm_v\ large. Generally speaking, nrm:” the Zo_nimm_msﬁ
economy seems to be the strongest. Not only was Zo:zm.vé unemp oMEma:.
level lower than the other two, but it was fairly close to meeting both the deficit

and inflation criteria.
2.2. Foreign Direct Investment

Immediately after the Swedish EU referendum, a large Swedish firm, m:nmﬂu:
Ltd., took out full-page ads in several pan-European newspapers to declare ﬁ at
Sweden had finally followed Ericsson’s lead in joining the m:wonmm: ﬂs_o_ﬂ.
This advertisement is indicative of the attitude that several 58~§:0:»7<
oriented Nordic firms took toward the European Union. :.4 the run-up to the
referendums, Nordic firms exercised explicit threats of m.x_.n (to the mcnovmwﬂ:
Union) if the national referendums should result in oEuOm:_oz. to Bma.:vmqm ip.
Several internationally oriented firms had already taken up residence in Europe
inst that possibility. .

e aﬂ“”%wm._wlm.» mrM.E the %anm to which capital was m_qmmmw\_mo@:m .MOB
each of the Nordic economies in the run-up to the referendums. .>m _.m na.: NM_:
in all three figures, the EU share of FDI from each of the ooE::oJ .mﬁm_mm::w
cant, though it is less so in Finland than in the other two countries. In bo
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ig. 8.3. FDI from Norway. (Data from Karlsen 1990 and IMF 1994.)
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Fig. 8.4. FDI from Sweden. (Data from Karlsen 1990 and IMF 1994.)

Finland (fig. 8.2) and Sweden (fig. 8.4) the EC share of their world FDI is
actually decreasing over time, while in Norway (fig. 8.3) the EU share of its
world FDI has grown enormously since 1988. These figures reveal two patterns.
First of all, outbound FDI is increasing rapidly in all three countries—to both
world and EU markets. Second, the rate of growth (for the EU/world share)
varies between Norway, on the one hand, and Sweden and Finland on the other.
Either Swedish and Finnish capital has reached its saturation limit in terms of
European FDI shares (unlikely) or there is some other explanation for the
growth rates of European-directed FDL.

The Norwegian figures halfheartedly challenge our working hypothesis. As
alarger (relative) share of Norwegian outward FDU is landing in Europe (larger
than is the case in either Sweden or Finland), and because the relative growth of
the Norwegian EU/world share of direct investment is higher than in either of
the other two countries, we might expect that Norway would be more likely
than the other two to entertain membership ambitions. On the other hand,
outward FDI is of a larger magnitude (in terms of percentage of GDP) for both
Finland and Sweden than is the case in Norway. Thus, it would appear that
Sweden and Finland are more susceptible to the threat of capital flight.
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23. Trade Dependence

By international standards, all of the Nordic countries are fairly reliant on
trade. In 1993, export incomes were above 23 percent of GDP in all three
countries, with Norway exporting at about the 31 percent level. In terms of
imports, all three countries are relatively equally dependent, However, when we
begin to look at the degree to which each economy relies on the European
Union as a receptor of its export products, we find more variation in the degree
of dependence. On the import side, all three countries receive about half of

» however, Norway appears to be more dependent on the
European market than any of the other countries, with 67 percent of its 1993
world exports heading toward European markets,

By disaggregating the figures even more, we can getsome idea about which
specific countries are the primary target markets for Finnish, Swedish, and

Norwegian export goods. Table 8.2 lists the top five export markets for the

markets, with the United States and Norway being the only non-EU markets to
make it among the top five. Curiously, Norway was the only country to have all
of its top five export markets in the EU. Both Sweden and Finland are relatively
dependent on the American market-——Sweden, in particular, with 10 percent of
its total export share going to the U.S. market. Table 8.2 overall figures suggest
that the Norwegian export market is most concentrated in the EU (63 percent),
while the markets for Finnish and Swedish exports are less densely concen-
trated (either in Europe or generally).

Generally, the trade picture presented in table §.2 is not encouraging for
our working hypothesis. More than either Finland or Sweden, the Norwegian

both the aggregate figures and its export concentration, Norway would seen to
be most integrated into the European goods market. There are two potential
explanations for this. First, it may be that Norwegians opposed membership
despite the consequences in terms of market mtegration. Alternatively, the
specific nature of Norway’s trade relationship with the European Union might
not have been affected by membership. The first possibility has been accounted
for in the preceding section. Norway’s relative economic strength allows it a
cushion of autonomy. The latter possibility can be entertained by examining
the sorts of products on which each country depends for the majority of its
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TABLE 8.2. The _Omv Five mxvo.‘n Countries, 1993 A—.‘wﬁﬂﬂm-nwnm of world

exports, ranking)

From
Finland Norway Sweden
To
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Denmark 5 5)
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M-EHMwQ 13 (1) _w MMW
er
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Sweden ne e oo
United States N Mww ) 5 0
United Kingdom WG e -
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Source: Nordisk Rad 1995.
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TABLE 8.3. The Five Most —:vaow.nﬁzn Export Items at the Two- T Vi
A P (o] U.W.n SITC Level

p

roduct Grou
p Finland Norway Swed
. weden
03 Seafood and seafood preparation
24 Cork and wood 5(5 T
33 Petroleum and its products ®
34 Gas, natural and manufactured P
64 Paper and paper products 25 (1) T
67 Iron and steel 6 (2 e
68  Nonferrous metals © °®
72 Specialized industrial machinery 6(3) T
74 General industrial machinery
76 Telecommunications equipment 5 (4 )
78  Road vehicles W S
wm‘ Other transportation equipment e
Total 4 ;Y
7
70
41

Sources: Nordisk Rad 1995; $SB 1995
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e 1p, we have to go beyond simple integration arguments and look at
ecific nature and structure of
. its economy. In sho i
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3. County Level

3.1 Integration

An ex i .
mmm:o“w”ﬂwﬁﬂ ﬂerM:MMMwMzg_n ::mm.nm:o:. argument formulated in the first
countries, If mnozmz:n i M © wxw_m:: <m:m:”o:m within each of the Nordic
national level, o EOEEE nmwm:o: can explain membership attitudes at the
the count m,i ~ reﬁmQ that these w.:wmm:nmm would be just as effective at

y - In short, our hypothesis at this level of analysis can be
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formulated as follows: counties that harbor more sheltered economic sectors
are more likely to oppose membership in the EU. Or, in other words, sectors
and/or counties that are heavily involved in European trade and investment
should be more pro-EU than not.

It is our intent in this section to trace the relationship between some of the
economic conclusions in the previous section against data collected at the
county (fylke or lin) level in all three countries.'? Unfortunately, the cross-
national data at this level are scant and patchy. Whereas it possible to obtain
low-level data (municipal) in the Norwegian case,!> many of the polling and
political economy variables are not available in a comparative format for the
remaining two countries. It is because of these difficulties that we have pursued
our hypothesis at a variety of levels. Still, despite the limited nature of the data,
some relationships can be tested.

This section is divided in two. The first part takes all of the county-level
data from the three Nordic countries and runs a series of regressions on the
most interesting employment variables. The aggregate data set includes 55
observations: for 12 Finnish, 19 Norwegian, and 24 Swedish counties. The
remaining part runs two dummied regressions, which allow us to control for

specific sectoral.effects within each of the three countries. Together, these
regressions should help us to evaluate the degree to which there was some
linear relationship between the dependence of a given county on a specific
sector (in terms of percentage of the population employed in that sector) and
that county’s referendum outcome.

As a sector’s importance in income terms is different than what it is in
employment terms, and as these county-level variables look at the employment
strength of various sectors, table 8.4 shows Nerdic employment strength and
distributions by sector. In all three countries, the social services, sales, and
manufacturing sectors are the strongest employers. The primary sector, despite
its strong showing in the export incomes of Norway and Finland, is a small
employer in all three countries. From the economic integration hypothesis, we
would expect that those employed in either the sales or manufacturing (i.e.,
exposed) sectors would support membership, whereas those employed in the
more sheltered sectors (such as social services) would be opposed. There are
two justifications for this expectation. First, the sheltered sectors—by defi-
nition—are less affected by foreign influences and can be expected to prioritize
domestic policy autonomy at the expense of integration. Second, we can as-
sume that EU membership will help both import-export traders directly and

the commercial sectors more generally.
With the data available, we have been able to operationalize five sectoral
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TABLE 8.4. Employment, by Sector 1993, Single-Digit SITC (percentage of total
employment, ranking)

Industrial Branch

Finland Norway Sweden
! Agriculture, hunting, forestry, and fishing 9 6 3
2 Mining and quarrying 0.2 1 0.3
3 Manufacturing 19 (2) 15(3) 18 (2)
4 Electricity, gas, and water 1 1 0.9
5 Construction 6 6 6
6 Wholesale and retail trade 15 (3) 17 (2) 14 (3)
7 Transport, storage, and communications 8 8 7
8 Financing, insurance, and business services 9 8 9
9 Community, social, and personal services 33 (1) 39 (1) 40 (1)

Source: Nordisk Rad 1995.

variables (at the single-digit SITC level). They represent the percentage of the
population employed in the: (1) primary sector (PRIMSEC),14 (2) public sector
(puBsEC), (3) manufacturing sector (MANUF), (4) oil extraction, mining, and
quarrying industries (oiL), and (5) wholesale and retail trade (TRADE). Each

variable has been run in a series of bivariate and multivariate equations in both
the aggregate and national batches.

3.2, Aggregate Data

Whereas the mean vote was fairly similar in all three countries, the spread
varied significantly across counties in all three countries. Table 8.5 lists the
significant descriptive statistics for the batches. Not surprisingly, the county
with the strongest opposition to EU membership was in Norway; the weakest
opposition was found in Finland. On this data, four different multivariate
batches were run, in addition to several bivariate regressions. The bivariate
regressions were used to check the robustness of specific relationships and
appear only in parenthetical references.

In the multivariate regressions we found a strong negative correlation
between the PrRiMSEC and TRADE variables, such that inclusion of them both as
independent variables was problematic. This was especially true for the Finnish
and Norwegian data. To control for this, we had to decide which of the two to
include. This was no simple matter, as they both had their advantages in all of
the models. Eventually, we decided to run two models (A and B) for each set,
but in our analysis we rely most heavily on the TrRADE variable model (A), as
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TABLE 8.5. No Vote in Referendums (percentages)
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reverse, for the findings with respect to the oIL variable.15 [ndeed, all of the
coefficient signs in this model are consistent with our theoretical expectations.

In model B, the TRADE variable was replaced with one representing em-
ployment strength in the primary sector, primsec. This model s statistically
more robust, with very strong t-scores and an R2 of .57. Together models A and
B support our general hypothesis. Counties that are heavily reliant on sheltered
sector employment tended to oppose membership, while those employing
more integrated sectors tended to support membership.

3.3, National Data

The next set of regressions employed a series of dummy variables to capture the
relationships within each country, the results of which can be found in table
8.7. In general, what is most noteworthy is the apparent relationship between
TRADE and/or pPRIMSEC strength and support for Union membership across all
three countries. The regression results in this section are generally consistent
with our hypothesis.

The Finnish data show a significant relationship between a county’s de-
pendence (in employment terms) on the primary sector and its tendency to
oppose the referendum. The same can be said, in reverse, of the TraDE
variable’s relationship to EU support. In the bivariate regressions run on
these two variables (Trane and PRIMSEC), both regressions explained over
half of the proportion of the referendum variance.16 Among the Finnish
variables, there were few surprises. In model A, the only significant variable
remained TRADE, though its significance declined relative to the bivariate re-
gressions. In model B, both the pussec and PRIMSEC variables were sig-
nificant.

The same story could be told for Norway. Here the coastal and northern
counties, which rely heavily on fishing, farming, and hunting for their liveli-
hoods, were strongly opposed to membership. In the model B variant, the
PRIMSEC, PUBSEC, and oOIL variables are all statistically significant, the first two
being quite robust. In model A, the TrapE and puBSEC variables remain statis-
tically significant.

Finally, the Swedish case was—quite possibly—the most Interesting.17
Sweden was the only country that did not show a significant PRIMSEC coeffi-
cient in either the bivariate or the multivariate regressions (i.e., model B). This
suggests that the primary sector counties in Sweden were less engaged in
opposing EU membership than in the other two countries. For example, Got-
lands Lin, a county where 12 percent of the population is employed in the
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4. Individual Level

Moving from aggregate-level analyses to the individual level implies a change of
perspective in more than one sense. First, the reflections of the average voter are
rather vague, obscure, and particularistic compared with the hypotheses we
have discussed so far. Second, we must take into account that some voters may
experience cross-pressures: for instance, some may think of membership as an
asset to the country but as a setback to their personal economy. Third, the

economic effects of membership may have only a marginal impact on the EU

vote compared with other considerations, especially if the economic aspects of
membership are too complicated to be grasped. In aggregate-level analyses,

these types of phenomena tend to disappear as “noise” in the data. A few well-
informed “ideologues” are sufficient to produce substantial aggregate-level
correlations if attitudes in the general public are randomly distributed. In
microlevel analyses, we have to take all voters into consideration,

This part of the chapter is divided into three subsections. So far, we have
taken for granted that the voters in the three countries were familiar with their
countries’ economic situations as well as their personal economic conditions.
In the first section, we simply ask: is this a viable assumption? Do voters hold
opintons on these questions? Are Norwegians more content with their eco-
nomic conditions than are Swedes and Finns? OQur purpose here is to evaluate
further some of our earlier findings and interpretations.

In the second subsection we explore the links between: (1) an individual’s
position in the economic structure, (2) his or her perceived personal and
national economic interests, and (3) his or her EU vote. As far as possible, we
will investigate the same key variables as in our county-level analysis. Unfortu-

nately, we will have to rely exclusively on data from Norway for most of this
inquiry.
In the final subsection, we seek to asses the relative importance of eco-
nomic considerations on the EU vote compared with other aspects of the issue
(national sovereignty, international cooperation, cultural integration, etc.). We

do so by exploring the voters’ answers to an open-ended question on the
reasons behind their positions on the issue.

4.1, Perceptions of the Personal and National Economy

In the first part of the chapter we argued that Norwegians were more likely
than Finns and Swedes to feel economically independent of EU membership
due to a stronger national economy and the petroleum industry. If this is the
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TABLE 8. jecti
9. Subjective Prospective Change (percentages)
In National Ec
conomy In Personal Economic Condition
Norw: . .
orway Sweden Finland Norway Sweden i
Improved 28 50 44 -
Q<o change 44 28 30 s o o
orse 0
13 »
Don’t know 14 _M “ P p WM
Total | )
100
v (2900 0 MHwoo 101 100 _ON 3
,803) (1,599) (2,947) (1,807) (1 WMWV

comes to their persona 000:0:;. on Y per cent 1n eac GOCEZY was una _ﬂ to

make a judgm

el ﬂm gment. Although the results in table 8.8 are in line with

o .v ey cannot be considered a critical test of our Compatine
ist i 1 i

‘ .:. ::9.5 from different countries tells relatively I

individual impressions. -

assumptions. Comparing
ttle about the accuracy of

The answers to
our retrospective questio ield i
ns yield i insi
they tell only half the story. Just as important are mM e e ghts, but

the near future. These ev pected economic changes in

reveal important _.:mon:E,”_m”wﬂ%ﬂwr.umquwﬂw_v\o_uw%w e b but they
e portant : : gical state of the electorate.
e mmc:o_:wn:“nmh”ﬁw?~”m<ml.5 addition to past rm&mr%[m?mﬁ. mu_w
otbor wonts e e r.Zx. ey might start looking for radical solutions. In
eomomin e ! ‘_,ﬂm a whw_::#d on ﬁr.n EU bandwagon in hopes of a rapid
oo tecox ::W. ! z.wvc wm reported in table 8.9 suggest that this was
jority in either country. n

The electorates i
es in all three countri
ries seem to be rather imisti
optimistic, Swedes

1 par :ﬁﬁ_m:. m<®~v\ m@hc:ﬁm S m&m mxmvmﬁ WQ a :;:C ement In :0 :mzc:m_
; » Wi t nt VeI ntimnt
€C :OZ; :_:: nrm ﬁC—SZuW two or ::wm years. ~:m :C_:_vm_ was m—_:OmH as

_:WT in | _:_N:Q, 44 ercent. —— & Qx_vmh~wm::_ €em to have been r ore Z:—@ t
p 1 § $S 1
S

in Norway, as was
Y s to be expected from the recent past (many Norwegi
ians were

well aware of the situation i i
poe” aware ot m::m:o_.g in the neighboring countries), but 27 percent hoped
<o~mh. wﬁdmn_:r while 13 percent feared economic decline e
in Sweden and Finland :
: seemed to be | imisti i
he g e less optimistic when it ca
. m
o estion o :M:«m changes in personal economic conditions, The er m“o
! . . sonal-
el b n Mun Norway comes close to the results for _umanm?wa fi o
nomy. i
y. On average, the Swedes and Finns are slightly less ova:imﬂ.m
ic

than i i
are the Norwegians with regard to their future

striking, however, personal economy. More

is the
gap between expected change in national and personal

economy. Both § é Fi i
wedes and Finns harbor higher hopes for the national econ-

Nordic Accession 231

ture persenal prosperity. This finding mirrors the percep-
ts reported in table 8.8. There seems to be a
e changes in the national econ-

omy than for their fu
tions of past economic developmen
general tendency among voters to envision th
omy as more dramatic than changes in personal economic condition.!?

One of the main concerns of the EU is to promote economic growth and

wealth in its member nations. The reports in the mass media in the Nordic

countries have given a rather mixed impression of the EU’s achievements in
this field. When asked to rate future economic development within the EU,
voters in Norway and Finland gave slightly different answers (reported in table
8.10). In both countries, however, the median answer is “no change.” Evalua-
tions in the Finnish electorate seem to be more polarized partly due to frequent
“dor’t know” answering in Norway. In other words, the EU is not considered
mic miracle in the eyes of the average voter. However, to people

an econo
hardship, “no change” within the EU may stand out as
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a favorable option.
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TABLE 8.10. Subjective Prospective Economic Change in EU
Countries (percentages)

Norway Sweden Finland
Improved 15 Question not asked 24
No change 41 42
Worse 21 29
Don’t know 23 13
Total 100 99
N (2,947) (1,559)
TABLE 8.11.

Subjective Prospective Change in Personal and National Economies
under EU Membership (percentages)

Norway Sweden Finland

Personal National Personal National National
Improved 5 27 17 52 63
No change 71 35 58 23 18
Worse 17 32 15 20 14
Don’t know 8 7 10 5 5
Total 101 10} 100 100 100
N (2,947) (2,947) (1,804) (1,799) (1,559)

Note: The wording of the personal question was: *

economic condition wi

If we become an EU member, do you believe your personal
improve notably or decline notably compared with our standing outside the EU, or do
you believe your economic condition will not be influenced whether we get into the EU or not?”
Jue

nwas: “How do you suppose membership in the EU would influence the develo,

The national
the following fields? . . . the economy.”

pment of the country in

is good or bad for everything else, it must be good or bad for the economy as

well. The multivariate analysis in the next subsection will throw further light on
this question.

4.2.  Economic Interests, Considerations, and the EU Vote

So far, our individual findings are in line with the arguments in the first part of
this chapter. The inhabitants of the three countries are aware of the economic
situations of their respective countries, and the differences between the elector-
ates are in accordance with key indicators like unemployment, inflation, and

the trade deficit. The distributions are more similar when it comes to prospec-

tive economic change with some important exceptions: the Finns and Swedes
have on average greater expectations about future national economic develop-

)
E

i d National
TABLE 8.12. Percentage Voting “Yes"” by Perception of Personal an

Economic Conditions
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62
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54

37 (19)
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57
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69
57

50 (9)

62
48

37 (20)

63
48
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47 (22)
88
61

45 (17)
Question not asked

34 (28)

80
54
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Prospective: development in EU countries
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Decline

25 (62)
Question not asked

20 (60)

75
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57

58

No change
Decline

27 (54)
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9 (66)
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33
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14 (70)

mprove” and “decline” groups are in parentheses.

Note: Differences between yes votes in 1

level.

aNot statistically significant at the 5 percent
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ments, and they have far more positive evaluations of the possible effects of EU
membership than do the Norwegians.

Our next step is to investigate the associations between the different per-
ceptions and EU vote. In table 8.12, we report the proportion voting “yes” in
each subcategory in tables 8.8 to 8.11. Some voters may have thought of EU
membership as a solution to national and personal economic problems, but
they appear to be exceptions. Voters reporting past improvements and opti-
mism for the near future are more likely to favor EU membership in all three
countries. This pattern becomes more pronounced when we move from the
retrospective to the prospective questions.

The statistical associations are impressive when we come to the questions
on future economic development within the EU and possible economic effects

of EU membership on personal and national economies, In Norway, for in-
stance, those who believed membership would lead to economic progress were
seven or eight times more likely to favor membership than those who feared
economic decline. Indeed, these questions—when they address the likelihood
of personal economic benefit from EU membership—come the closest to a test
of our working hypothesis. If we can assume that people who feel most eco-
nomically dependent on EU membership are those who expect their personal
economic conditions to improve with membership, then we find very high
support in the two countries where the questions were posed (Norway and
Sweden). The problem, as we shall see, is that individual respondents may be
letting their predisposed attitudes about EU membership color their expecta-
tions about national and personal economic benefit. Thus, though it may
appear that the question of EU membership was first and foremost an eco-
nomic issue, we are not vet ready to accept that conclusion, First, we have to
establish the links between positions in the economic structure,
economic interests, and EU vote.20

One important aspect of the EU debate in Norway was the mobilization of
interest groups. Both sides tried to define the economic interests associated
with EU membership for different categories of voters and mobilize them,
When the “no” side argued that cuts in

perceived

public spending were one consequence
of EU membership, the Labor government countered by guaranteeing the

incomes of state pensioners. The leadership of the peak labor organization (the
LO), dominated by members of the Labor Party, supported the “yes” alterna-
tive, but the extraordinary LO congress in the fall of 1994 opposed membership
by a close margin. Public sector unions also overwhelmingly supported the no
alternative. While spokesmen for the oil industry and the minister of energy,
Stoltenberg, advocated membership, the union of oil workers was opposed.

TABLE 8.13. Multiple OLS regressions (N = 1,666)
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of EU membership is complicated, and voters had to take a large number of
arguments into consideration. During the campaign, the economic aspects of
membership were not the main argument on either side. The experiences of
the EU debate in 1972 restrained both camps.?? To assess the relative im-
portance of the economic arguments, we have categorized the answers to an
open-ended question, which asked respondents to give personal reasons for
their stands on the issue. Each respondent was allowed to give three reasons.
The results for the “yes” and “no” voters are given in figures 8.5 and 8.6,
respectively.
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the EU to be in Norway’s best interest, but they oppose political integration.
The Christian People’s Party and the “no” faction within the Labor Party
advocated this position. Summing up, the economic arguments on the “no”
side (economic policy, agriculture, employment, and fisheries) constitute close
to one-third of the “no” arguments.

The individual-level data show a more nuanced picture of support for EU
membership. In terms of our specific hypothesis, there was a very strong
hip between support for EU and the likelihood that one’s personal
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8.6}, it appears that several ideological, political, and social factors are also
influencing voter attitudes.24 This is not at all surprising in that EU member-
ship entails choices across several issue areas.

5. Conclusion

In conclusion, we argue that a political economy hypothesis, based on a theory
of economic integration, goes some distance in explaining the variation across
the Nordic countries and among their respective counties. Support was strong-
est at the county level, while the national-level analysis required some modi-
fication. Economic integration alone was not sufficient to explain variations in
the national referendum outcomes. At the individual level, several of our
national- and county-level arguments were supported, but other explanations
were also voiced in support of or opposition to membership.

At the national level, Norway’s opposition to membership is best explained
by its relative wealth and the nature of its export relationship to the EU. Despite
the fact that Norway was more export dependent than either Finland or Swe-
den on European export markets, its relative wealth and export structure
made it less susceptible to dependency pressures. Finland and Sweden are both
heavily dependent on European markets (both goods and capital) and are
economies in search of recovery. Arguably, membership in the European
Union offered them this hope.

At the county level, a similar picture develops. Counties that harbored
high employment levels in sheltered sectors (in particular, the primary and
public sectors) were highly and significantly correlated with those counties’
opposition to EU membership in the respective referendums. The opposite was
the case for counties that employed heavily in the retail and wholesale trades.
To the extent that trade and manufacturing sectors (though manufacturing
was less statistically relevant in our county-level findings) can be assumed
to be dependent on European markets, and to the extent that the sheltered

sectors are less dependent, our hypothesis was supported in the county-level
data.

The county-level findings can also be explained by contextual effects. Even
if farmers (for example) make up a relatively small proportion of a county’s
total population, they may have a strong effect, in contextual terms, on the
opinions of their neighbors. In this regard, living in a farm district may project
more relevant information on a given voter’s attitudes than knowing the spe-
cific occupation of that resident.

At the individual level, as expected, the findings were more varied. Al-
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sumptions common to macrolevel analyses differ significantly from those common in
microlevel studies. In particular, the assumption of rationality is often relaxed (or
challenged) in individual-level analyses. We are aware of this potential conflict but feel
that it is important to try and cross the analytical divide that separates behavioralists
from macrocomparativists.

3. The integration literature is voluminous and largely ideological. Originally,
federalists, functionalists, and neofunctionalists spent most of their energy arguing over
how to integrate rather than why one might wish to integrate (see, e.g., Mitrany 1946
and Haas 1958). Realists and their intergovernmentalist brethren, on the other hand,
recognized the potential costs of integration. However, these schools tended to focus on
security or sovereignty costs, assuming that economic integration was largely bene-
ficial—unless it encroached on economic policy autonomy (see e.g., Taylor 1983 and
Keohane 1984, 1986).

4. Gowa (1989) and Hirschman (1945) offer two variants, See Busch and Milner
(1994) for an overview.

5. The expansion of foreign direct investment (FDI) into Europe can be ex-
plained by industrial organization and transaction cost theories. For influential exam-
ples, see Hymer 1976, Caves 1982, and Teece 1986,

6. This term comes from Mutimer’s (1994) characterization of Deutsch’s work.

7. This proposition should be made delicately. There are several things that
contribute to a nation’s cost of membership. Britain’s infamous 1979 row over the size of
its budget contribution, for example, was the result of its taste for tariff-burdened
imports (from beyond the EU) and its efficient farm sector (Dinan 1994, 109-15).
Nevertheless, patterns do develop, and current national contributions to the EU budget
are as follows: the United Kingdom, Germany, and France are net contributors; Italy and
Netherlands are roughly in balance; and all other countries are net recipients. Each of
the Nordic countries would have been net contributors (Nugent 1994, 343).

8. This sort of argument is prevalent among economists looking at the disciplin-
ary incentives of the EMS. See, for example, de Grauwe 1989, Giavazzi and Pagano 1988,
Giavazzi and Giovannini 1989, and Mélitz 1988.

9. To the (lesser) extent that FDI flows are coming into the respective economies,
despite being outside the EU, we argue that these flows, ceteris paribus, will be un-
affected by membership and therefore lay outside the focus of this analysis.

10. As Arndt’s contribution to this volume argues, FDI can also be used as a
surrogate for membership: Swiss firms needed membership less because they already
had productive facilities in Europe. Instead, our argument is based on employment
considerations. Norwegian firms investing in Brussels are not investing in Norwegian
jobs. To the extent that these flows are a response to fear of a potential “Fortress
Europe,” they can be stopped with membership.

11. Unfortunately, more current figures are not available, as the EC-share figures

are the result of a Herculean effort by Karl Karlsen—who accumulated the data first-
hand from the respective central banks.
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19. One may object to these interpretations in that some of the respondents may
have counted on EU membership when they answered our questions on prospective
economic development. This may have been the case in Finland, where the opinion
polls indicated a comfortable victory, but the outcomes of the referendums in Sweden
and Norway were far from obvious at the time of interviewing.

20. For a more detailed description and analysis of this linkage, see Jenssen 1997.

21. A look at the bivariate correlations supports this interpretation.

22. In the Norwegian EU debate prior to the 1972 referendum, the “yes” side
focused on the economic aspects of membership. Both the employers’ organization
(NAF), important industrialists, and the leading figures in the LO painted a rather
gloomy picture of Norway’s future economic situation if membership was rejected in
the referendum. The “no” side countered by describing this as an effort to scare people
into voting for EU membership. As it turned out, the 1972-78 period turned out to be
prosperous. Whether this came as a result of the “no” victory or of growing oil incomes
did not really matter. The “yes” side lost credibility in the eyes of many voters. Hence,
the spokesmen of the employers’ organization chose a different rhetorical style in the
1994 campaign.

23. The reader is advised to employ some caution in interpreting these figures, as
there are aggregation fallacies involved. Several of the economic, ideological, and social
factors could be combined in various ways to skew the distribution.

24. Interpreting the open-ended questionnaires is complicated by a debate within
the discipline about the processes informing voter behavior. Our interpretation here is

consistent with an “on-line,” as opposed to a “memory-based,” process. See Rahn et al,
1994 for a discussion.
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CHAPTER 9

Alpine Contrasts: Swiss and
Austrian Responses to the EU

Sven W. Arndt

Introduction

The European Community’s' Single-Market project—popularly known as
Europe 1992-—was launched at a time of sluggish economic performance
throughout Europe and of uncertainty about the future of the Community
itself. Europeans spoke anxiously about “Euro-sclerosis” and fretted endlessly
about competition from the United States and Japan. A major initiative seemed
to be needed in order to reinvigorate the integration progress and generate the
political will required to push it forward.

In introducing the project, the EC Commission released a series of studies
showing that the customs union had failed to create a Single Market: Europe’s
goods and services markets, not to mention its factor markets, remained heav-
ily segmented.z The proposed policy initiative would “complete” the internal
market by eliminating costly border formalities and ridding the Community of
policies and practices that stood in the way of fuller integration.

While the global objective of Europe 1992 was to enable European firms to
compete more effectively with their Japanese and American rivals, its an-
nouncement rekindled anxieties among members of the European Free Trade
Area (EFTA) about their own economic viability. These concerns were inten-
sified as a succession of studies warned that Europe 1992 would create prob-
lems for the EFTA nations.?

These studies, as well as the Commission’s own work, placed a great deal of
emphasis on “nontraditional” sources of the gains from trade. Imperfect com-
petition, economies of scale, and investment-led economic growth not only

247

S Y




