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lceland’s
contested
European Policy:
The Footprint of
the Past - A
Small and
Insular Society

Iceland’s domestic politics and foreign affe
are undergoing drastic changes. After
economic crash, violent protests on the str
of Reykjavik for the first time in Iceland
history contributed d@ the defeat of th
government. The party system has b
altered. A turn has been taken towards Eu
after the United States left the island, first
closing its military base in 2006 and then by
clear stance not to assist the country in
econonic difficulties. The former clos
relations with the superpower are unlikely e
to be restored. The EU membership applica
is placing severe constraints on political par
which are split on the issue and has pu
jeopardy the unity of the firseft majority in
the Icelandic parliament, the Althingi. Socic
is in a state of flux after an unpreceder
economic downscaling and the collapse
almost its entire financial sect— which had
boomed rapidly beginning in the n-1990s.
The credibility of politicians, the parliametl
and the media is in ruins.

Iceland’s smallness and its location on
geographical map -ene could also say tf
geopolitical map —has had a profour
influence on its domestic and foreign affa
Iceland is closely assot¢&l with the othe
Nordic states and has adopted many of 1
domestic characteristics, with import:

exceptions. On the other hand, the country
come under American influence —
geographically, it straddles the NMAtlantic
rift — and has limited itsparticipation in the
European project. Its geographical locatior
the middle of the North Atlantic has led tc
notion that the country’s culture is unique ¢
should be protected by all available mes
Politicians continue to play the ‘nationalis
uniqueness’ card with considerable succ
even though the country has been swep
globalization. Rapid modernization (whi
only really began in the Second World V
with British and American occupations) a
sudden engagement with the outside w
(which only extended to the general public
the last quarter of the twentieth century)
still slowly but steadily making their mark «
the country’s foreign policy. The country
political discourse and foreign policy still be
the hallmark of the past.e. of a small and
insular society

This paper will address the politic
developments in Iceland since the 2(
economic crash and place it in a histor
context. The aim is to understand Icelar
present foreign policy and, in particular, -
highly contested decision by its governmin
2009 to apply for membership of the Europ
Union. The paper is divided into five sectic
in addition to this introduction and tl
concluding remarks. First, it starts

explaining the importance in Iceland of
political discourse based on the ccpt of
independence which dates back to

historical narrative of the settlement peri
This section will also examine Iceland’s clc
relations with the other Nordic stat— despite
important differences between it and

others. Second, the paper | analyse the
importance of the party system, i.e.

dominance of the cen-right in Icelandic
politics, and the changed nature of the sys
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Third, it examines how Iceland furth
distinguishes itself from the other Nordic ste
in many important feares. Fourthly, the pap
analyses the country’s three main fore
policy priorities in the postvar period, i.e
extensions of the Exclusive Economic Zo
firm defence arrangements with the US
membership of NATO, and the drive for bet
market acess for marine produc— including
a partial engagement in the European pro
Fifthly, the paper examines how the counti
smallness, in terms of its central administra
capacity, has affected its domestic and fort
policy-making. The concluding section
summarizes the main findings concerning
political and historical obstacles that the So
Democratic Alliance faces in its hifought
battle to change the country’s European Pc

From settlement to
Maintaining close ties
countries in the North

republic:
with ot her

Iceland achieved Home Rule in 1904 a
having been part of the Danish kingdom

centuries. Icelanders commonly refer to

first four centuries from the settlement of

country by Scandinavians (largely frc
Norway, butwith an admixture of Norse ar
also Celtic elements from the British Isles)
the ninth century as the Icelanc
Commonwealth. During this time, Iceland w
in close contact with its neighbours in N¢

Western Europe, entities which are n
referred to a Norway, Greenland, the Far
Islands, the Orkney Islands, Shetland Islal
Denmark and Sweden. One could say

these entities formed a common market

were politically closely intertwine— despite
ongoing violent disputes in Scandina

Iceland became part of the Norwegi
kingdom after the midhirteenth century
having maintained close ties with t

Norwegian rulers ever since the settlemen
century later, the Norwegian kingdom w
united with the Danish one under the Kalr
Union. It also mcluded Sweden and the islar
mentioned above and lasted until the 1
quarter of the 18 century. Iceland’s unio
with Denmark lasted until 194

Icelandic governments have alwe
emphasised a close relationship with
country’s neighbouring stal and its most
important trading partners. Its closest cont
have been with the other Nordic stai
particularly Denmark, as well as Britain a
the US. Iceland became a sovereign stat
1918 and was in full charge of its forei
policy from that tim onwards, though
Denmark undertook to implement this poli
In 1940, due to the German occupation
Denmark, Iceland took full charge of
foreign relations and set up its own Fore
Service. Iceland had peacefully struggled
independence (mostlyydegal means) for ove
a century and 1944 saw the dissolution of
union with Denmark and the creation of -
Icelandic Republic. The population at the ti
was about 127,000.

There is a tendency to ignore the internatic
environment which triggerecvarious steps
which led to full independence. T
independence struggle is seen by m
Icelanders as having been won by natic
unity built on Icelandic culture and uniquen:
ably led by distinguished national her¢: The
image of Iceland being cape of achieving
self-determination without the need

participate in multilateral cooperation witk
international institutions as a kind of protect

! Halfdanarson, G. (2001)slenskabjédrikid: Uppruni
og Endimérk Reykjavik, Hid islenska bokmenntafél:
pp. 45-47.
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forum, led Icelandic politicians to lay ma
emphasis on bilateralism.

Moreover, relations with the Mdic states, th
states to which Icelanders feel clo®, have
been characterized by operation rather tha
integration. Iceland became a found
member of the Nordic Council, created
1952, together with Norway, Denmark &
Sweden (Finland joined i1956). Ambitious
schemes have been proposed concet
Nordic integration, but most of them he
failed* and instead lesser schemes have |
implemented, the most notable one bein
passport union which Iceland joined in 1°, a
common labour market eged in 1952 an
extended to Iceland in 1982 and the righ
migrant Nordic citizens to claim social secul
and other social right®n the same basis as 1
host state’s own nationals. Although much
been achieved under the umbrella of

Nordic Cauncil (such as scientific, acaden
and cultural activities), the success of Noi
cooperation rests more on “shared culture

2 Thorhallsson, B. (2005), ‘What features detern
small states’ activities in the international are
Iceland’s approach to foreign relations until thed-

1990's’, Stjornmal og Stjérnsysla- A Web-based
Magazine 1(1), pp- 107-140

% Hardarson, O.Th. (1985), ‘Icelandic security andeiign
policy: the public attitude’Cooperation and Confli, 20(4), p.
310.

4 Thomas, A.H. (1996), ‘The concept of the Nordicioagand
the parameters of Nordic cooperation’, in L. Mi (ed.), The
European Union and the Nordic Counti, New York,
Routledge, pp. 15-31.

® 'Norden 1954. Protocol Concerning the Exemptiol
Nationals of the Nordic Countries from the Obligatio
Have a Passport or Residence Permit While Reside
a Nordic Country other than their own',
http://www.norden.org/en/about-noreio-
operation/agreements/treaties-agteements/passp-
affairs/protocol-concerning-thexemptior-of-nationals-
of-the-nordic-countries-from-thebligatior-to-have-a-
passport-or-residence-permit-whiesiden-in-a-nordic-
country-other-than-theiown (viewed on: 28 .nuary
2011).

® e.g. health care, child benefits, social assiste

pensions or unemployment pay.

common objectives and values than
integrating institutions”.
The changed party system: The

dominance of the centre -right swept
aside

Iceland has a parliamentary system
government, and all governments in Icel:
since independence, with the exception of
(due to the wunequal distribution
parliamentary seats) and a few tempol
minority governments, have been basen
party coalitions. The President of Iceland i
figurehead, though the constitution gives |
considerable powers. All presidents, excepi
the present one, have refrained from exerci
their constitutional powers, except as reg:
fulfilling their responsibility to oversee tt
formation of governments after gene
elections (the parliamentary term is four yei
or a fall of a government. The current presic
has thrice exercised his constitutional righ
refer legislative bills approved by
paliamentary majority to a referendum. T
Prime Minister leads the government, minis
are most often chosen from among
members of parliament and the parliamen
groups are traditionally very influenti

In the last twenty years, the central grnment
has transferred considerable powers to the
authorities, many of which have been too st
to meet the responsibilities involved. T-
thirds of the population of c. 320,000 live
the Greater Reykjavik are— Reykjavik itself
being by far thelargest local authority. Th
many local authorities in the spars
populated regions are further weakened by
lack of regional authoritie

" Thomas, A.H. op. cit., p. 17.



The centraight has dominated Icelanc
politics since the Icelandic party system \
created in the second afttird decades of th
twentieth century. The first lewing
government was created in 2009. The fact
the Icelandic right is united led to t
dominance of the conservative Independe
Party in the postvar period. The
Conservatives were in office f®d1 of the 6¢
years since the creation of the Republic, o
receiving nearly 40 per cent of the v®
Originally, the Independence Party leaders
sought ideas and policies from the other No
states. American influences became evi
later. Sincethe 1980s, the party has be
highly influenced by the neldseral policies of
the Reagan and Thatcher era. It develc
relations with the British Conservative Pa
and was influenced not only by its libe
economic and trade polices but also by
Euroscepticism. By contrast, the Soci
Democratic Parties were the most prevaler
the other Nordic states during this time. ~
centreagrarian  Progressive  Party, 1
country’s secondargest party until 1999, hi
held a key position in government coion-
building partly due to its ability to work wit
both the left and the right.

The party system changed somewhat in 1
with the formation of the Social Democra
Alliance (SDA) by the SDP, the Peopl
Alliance (Socialists) and the Womer
Alliance, in order to challenge the dominal
of the Conservatives. The SDA became
secondlargest party, receiving nearly 27 |
cent of the vote, leaving the Progressive:
third place with just over 18 per cent. In
general election of 2009, a fundamental che
occurred and the SDA became the largest

8 Moreover, a small minority of the party’s MPs, un
the leadership of its vicehairman, led a government 1
three of theremaining 18 years when the Independe
Party itself was in opposition.

in parliament with 30 per ct of the vote; the
Conservatives scored their we-ever electoral
result, with less than a quarter of the vote.
Left Green Movement, a splinter group fre
the People’s Alliance, some members of
Women'’s Alliance and environmentalists w
opposed tb merger of the three parties in -
SDA, gained over 20 per cent of the vc
Together with the SDA, they formed the fi
left-wing majority government. This left tf
Progressives in the fourth place within
traditional fourparty system. However, ce
1971, a fifth party has usually been represe
in Althingi: the most successful one was
Women’s Alliance (198-1999). Then came
the Citizens’ Movement, an offspring of t
2008/2009 winter protest, who secured four
of 63 MPs elected in 20C

One of the important features of the Icelar
proportionalrepresentation electoral systerr
the overrepresentation of the regior
constituencies in the Althingi. Until 2003, t
majority of MPs came from the regions, e\
though most of the elector: lived in the
Greater Reykjavik area during the latter hal
the twentieth century. Votes in the ru
regions still carry considerable more wei
(proportionally) than those in the urban a—
so that the disproportionality between rural .
urban regns is the greatest in Weste
Europe? As a result, the Althingi has be
rather preoccupied with regional intere:
particularly fishing and agricultu

Iceland’s uniqueness in the North
Iceland shares many similarities with the ol

four Nordic sates, such as: common traditic
of open democratic government; a welf

® Hardarson, O.Th. (2002), The Icelandic Elect
System 1844999, in A. Lijphart and B. Grofman (ed
The Evolution of Electoral and Party Systems in
Nordic Countires, New York: Agathon Press, pp. 1-
166.
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state; an attachment to national sovereignty
strong defence; a competitive market econc
and a strong regional affinity, promoting
‘Nordic identity’ and Nordic cooperatic'®
Nevertheless, Iceland distinguishes itself fr
the others in many important featu— three of
which are discussed below.

First, although Iceland is a matt
parliamentary democracy, consensual dec-
making based on the corporatist model has
devebped as it has in the other Nordic st
Instead, Iceland’s decisianaking continue:
to be based on sectoral corporatism follow
its emergence when agricultural interest grc
gained a representational monopoly
privileged access to governménin Iceland as
in many other European states. Later,
expansion of the fishing industry gave it -
same status as the agrarian lobby. TI
traditional leading sectors in the rural coa
regions gained sufficient strength to sidel
other interests. Aey also achieved blockir
power within the united right (tr
Independence Party), and the agra
Progressive Party. Rural coastal interests
prevail, partly due to late industrializati
(arriving only at the beginning of the twentic
century), eport specialisation (marir
products) and overepresentation of rural are
in parliament. The aluminium sector (since
late 1960s) and the privatized financial se
(in the first decade of the Zicentury) were
granted the same status and influc as the
fisheries and agricultural sectors within t
Icelandic sectoratorporatist framework. |
addition, unlike in the other Nordic stat

10 Miles, L. (1996), ‘Introduction’ in L. Miles (ed.)The
European Union and the Nordic Count, New York,
Routledge, pp. 3-14.

" bid.

12| ehmbruch, G. (1984), ‘Concertation and the stmectof
corporatist networks’, inJ.H. Goldthorp (ed.), Order and
Conflict in Contemporary Capitalism Oxford, Oxford
University Press, pp. 60-80.

Iceland’s sectoral corporatism has never L
characterized by “the voluntary, cooperai
regulation of conflits over economic ar
social issues through highly structured
interpenetrating political relationships betwe

business, trade wunions, and the sl
augmented by political partie®® Hence, the
conditions for economic flexibility an

political stabilty were missing. In other word
the culture of consensus did not prevail.
instance, Iceland has continued to have
highest level of strikes among the OEl
countries* This is in vivid contrast to th
other Nordic states which are known for |
levds of industrial dispute™

Second, Iceland, like the other Nordic sta
has in place comprehensive welfare provisi
and social and environmental standé'® That
said, the Icelandic welfare system is not
comprehensive or generous as those of
other Nordic states. This has created gre
inequality than in the other staf'’ Moreover,
Icelandic governments have not prioritiz
environmental projectionwith the exception
of a successful policy, at least compared \
other European states, on ma-resource
sustainability). Governments have emphas
the importance of using natural resources ¢
as hydro and geothermal electrical power

marine resorces. This is manifested in th
battle to continue whaling and the extent
which the aluminium industry has h
privileged access to the administration. W

13 Katzenstein, P.J. (1985%mall States in World Market
Industrial Policy in Europe Ithaca and London, Cornt
University Press, p. 32.

14 pdalsteinsson, G.D. (2006), 'Verkfoll og verkfaltsni &
islenskum vinnumarkadi 197804’, Stjornmal og Stjérnsysla
— A Web-based Magazin2(2), pp. 17-196.

15 Miles, L. (1996), p. 7.
% 1bid., pp. 3-14.

17 QOlafsson, S. (2006), ‘Aukinn 6jofnudur & islandhrid
stiornmala og markadar i fj6lpjodlegum samanbu
Stjornmal og Stjérnsysla A Wel-based Magazine2(2), pp.
129-156.
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the Conservatives in government, the struc
of the Icelandic government’s decis-making
was more in line with what Katzenste
describes as the American trend tow
exclusion, rather than the inclusionary nai
of the small European states’ corporat®®
Social movements, such as the r
environmental movement, were explicitly, €
deliberaely, sidelined in government
decisionmaking processes. This was
perception of most, it not all, soc
movements, such as the Organization of
Disabled, which became openly very critica
the government’s policies.

Third, the Icelandic govement,
despite participating in a clear alliance with
Western Bloc during the Cold War, cannot
labelled ‘internationalist’ or a campaigner -
free global trade like the other Nordic st.*
Historically, Iceland was slow to adopt t
liberal econorit and trade policies of ¥
counterparts in Western Europe. The Icelal
economy was characterised by tri
restrictions and high tariffs until the 19€%°
One could say that Iceland has never ope¢
up its borders except in return for gain
better maket access for its marine expol
This was the case with EFTA membershif
1970, the fredrade agreement with the EU
1972 and EEA membership in 1994. Icel
has campaigned for free tracin marine
products but allied itself with those sta
within the WTO (including Norway) that ha
opposed further moves towards free trad:

18 Katzenstein, P.J. (1985)Small States in Worl
Markets: Industrial Policy in Europe, Ithaca and
London, Cornell University Press, pp.-30.

¥ Miles, L. (1996), ‘Introduction’ in L. Miles (ed.)The
European Union and the Nordic Counti, New York,
Routledge, pp. 7-8.

20 Asgeirsson, J.F. (20089j08 i hafti: saga verslunarfjotra
Islandi 1930-1960Reykjavik: Ugla, p. 1374

agricultural good$! Furthermore, Iceland di
not give high priority to humanitarian missic
and development aid until the late 1990s
the first decade of the twer-first century??
Participation in the work of the United Natic
has not been high on the agenda of Icela
governments, with the exception of a bi
period when Iceland campaigned to win a :
in the UN Security Council, but failed. One
the reasons why failed was its lack of a trac
record within the UN and a lack of enthusie
on the part of some Icelandic minist®

Iceland’s foreign policy: A quest for
self- determination and direct economic
gains

In the postwar period, Iceland’s foreign polic
prioritised three objectives: the extension of
Exclusive Economic Zone, firm defen
arrangements, mainly by building a ¢
lasting relationship with the US a
membership of NATO, and improved mar!
access for marine products (including a pa
ergagement in the European project).
addition, Iceland took full part in Nord
cooperation, as already discussed, and jc
most of the po-war international
organizations, but without playing an act
role within then?® In foreign policy, Icelandir

2! Einarsson, A. (2007), ‘Landbtnadur og Evrépusamida—
alitaefni vid adild’, in S.B. Omarsdét (ed.),Ny Stada islands
i Utanrikismalum: Tengsl vid Onnur Evrépuli, Reykjavik,
Alpjédamalastofnun Haskélalands, pp. 5-51.

2 Haralz, J.H. (1997),Um Préunarsamvinnu islan,
Reykjavik, Ministry for Foreign Affairs, andngolfsson, H.O.
and Haralz, J.H. (2003jsland og bréunarléndin: Alitsger
um bréunarsamvinnu islands og batttoku i St
AlpjodastofnanaReykjavik, Ministry for Foreign Affairs, py
7-10.

2 Thorhallsson, B. (2009), ‘Can small states choosie tven
size? The case of a Nordic statkeeland’, in A.F. Cooper and
T.M. Shaw (eds.)The Diplomacies of Small States: Betw
Vulnerability and Resilien, Basingstoke: Palgrave
Macmillan, pp. 119-142.

2 gee, for instanceAlpingistidindi B (1944) [Parliamentau
record], pp. 2022029; Valdimarsson, V.U., Arnason, G
and Gunnarsson, G.A. (19933land i Eldlinu Alpjédamala
Stehumdtun og Samvinna Innan Sameinudu bjédanna-
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governments have preferred bilateral relati
to multilateral relations within internation
institutions/organizations.

The Cod Wars

Iceland managed to extend its fisheries zon
a number of occasions, eventually to :
miles, despite heavy protesteom powerful
neighbours. This is particularly interesti
because of its more limited capabilit
compared to Britain, its main opponent. Th
‘victories’ no doubt reinforced Iceland
politicians’ view that Iceland could t
successful on its own witht having to
negotiate and make compromises wil
multilateral international forums. This is not
say that the international environment did
contribute to Iceland’s success. On

contrary, the development of the law of the
was in Iceland’s favar and the country’
strategic military position played a key role
British decisions to give in on the fish-zone
issue following pressure from the US and oi
NATO allies?®® Occasionally, the Iceland
government threatened to terminate

bilateral defence agreement with the US
leave NATO if Iceland did not get what
wanted® Furthermore, Iceland’s position as
small state, with marine products as almos
only exports, in a difficult dispute with
former world power engendered sympathr
its position?” A ‘myth’ has developed amor

1980 Reykjavik, Alpjodamalastofnun Haskola islands, p;
Joénsson, A.K. (2004)Stjérnarrad Islands 19(-1964 2nd
edition, Reykjavik, Soégufélag, p. 715.

% Jéhannesson, G.Th. (2002), ‘Tiu spurningar. Hugiggr
um porskastridin’, in E.H. Halldérsdéttir (ed.islenska
Sogupingid 30. mai 1. juni 2002: Radstefnu, Reykjavik:
Sagnfreedistofnun Haskola islands, p. 443.

% Ingimundarson, V. (2001), Uppgjor » Umheiminn:
Samskipti Islands, Bandarikjanna og NATO 1-1974:
islensk  bjodernishyggja, Vestreent Samstarf

Landhelgisdeilan, Reykjavik, Valkdelgafell, pp. 21-
268.

27

Johannesson,G.Th. (2002), ‘Tiu spurninga
Hugleidingar um porskastridin’, in E.H. lldorsdéttir

Icelanders  about  ‘Iceland’s  unilate
successes’ during the Cod Wars, which

strengthened Icelandic pride and natic
identity. Throughout the Cold War Icelanc
politicians nurtured this ‘myth’ and werappy
to capitalize on it. Thus, the Cod Wi
reinforced bilateral soluti-seeking at the
expense of finding solutions within multilate
frameworks.

Iceland’s closest ally o longer presel

The closure of the US military base in Icele
in 2006 markd the end of an era in tl
country’s overseas relatio— and achangein
Iceland’s position on the political map. Icele
had enjoyed very close relations with

Western neighbour, the United States, since
Second World War. Until that time, the |
administration had not shown any interest
forging closer relations with Iceland, desg
some attempts made by Icele

In 1941, Iceland concluded a broad defe
agreement with the US: its defence \
guaranteed and the US military secured the
of facilities in the country. Iceland was n¢
part of the US defence territory and remai
SO up until 2002. The agreement also inclu
provisions on trade and other commer
benefits which laid the foundation f
economic assistance the highest, per cita,
that the US provided in Europ~ and
flourishing trade relations between the t
countries. Importantly, the US governm:
recognized Iceland as a republic and the
allies exchanged ambassadors as provide:
by the agreemenrt. Some Icelandic pcticians

(ed.), islenska Soégupingid 30. me 1. jani 2002:
Radstefnurit Reykjavik: Sagnfreedistofnun  Hask
Islands, p. 448.

2 Department of State Bulletin (1941), 'Franklin
Roosevelt's Message to Congress on U.S. Occupatic
Iceland’, at http/www.ibiblio.org/pha/policy/
1941/410707a.html (viewed on: 28 January 2(
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also found it appealing that Iceland was
longer on its own in the British sphere
influence in the North Atlanti®® This later
became evident in the Cod Wars with Brit
in the decades following the Second Wtc
War. However, after the end dfe Cold War,
the weakness of Iceland’s bilate
arrangement with the US was exposed as
changed geopolitical landscape redu
Iceland’s significance and eventually led to
withdrawal of US supportThis was reflected
in the US’s refusal to helpceland in the
Icesave dispute with Britain and t
Netherlands. Iceland was suddenly on its «
in the middle of the North Atlant

Indeed, when the Cold War started, Icel
found itself in the middle of rising tensions
the GIUK-gap (between Greenla and the
United Kingdom) involving the superpowe
For this reason the island became an impo
military base for defence against a So
attack on the east coast of the USA and
West European coast line. Iceland becan
founding member of NATO, wbh signalled ¢
marked policy change from the neutrality t
had been a cornerstone of its foreign polic
the inter-war period°

For most of the postar period, all Icelandi
governments, except for two I|-of-centre
ones, prioritised good relationsith the US.
However, a new bilateral defence agreen
with the US signed in 1951 and the presenc
a US military base, were extreme
controversial and overshadowed other polit
issues in the country during the Cold War. 1

2 Ingimundarson, V. (2002), 'Vidhorf Bandarfkjanna
islenskrar hagstjornar a 5. og 6. aratugnum’, i Haralz
Fra Kreppu til Vidreisnar: beettir um Hagstjorn & isidi &
Arunum 1930-1960Reykjavik, Hid islenska bokmenntafél;
pp. 327-344.

% Ingimundarson, V. (1996), island i Eldlinu Kal
Stridsins: Samskipti Islands og Bandarikjanna -
1960, Reykjavik, Vaka-Helgafell.

dispute proved to be ore divisive than the
economic and social issues that had origin

given rise to the longestanding parties in the
Icelandic political landscar®® The political

discourse was characterised by concept

nationalism and the dispute sharpe

nationalistic feeling’?

The close relationship between Iceland anc
US government is manifested by the fact
Iceland was one of the few Western Europ
countries to participate in the ‘coalition of t
willing’ supporting the US invasion of Iraq
2003 andits ‘war on terror. Iceland als
supported the US in the wars in Afghanis
and Kosovo, and the US government’s posi
on the enlargement of NATO, both wher
opposed the admission of more member:
1999 and when it agreed to admit n
members a fewears late

Iceland’s defence policy has relied entirely
policy-making within the US administratic
and NATO. This is because limited knowlec
in the fields of defence among Icelan
politicians and civil servants prevented Icel:
from developinga comprehensive defen
policy. For instance, one person in the Minis
for Foreign Affairs handled all relations wi
NATO in 1989, and the Icelandic delegatior
NATO consisted of three officials and t
staff secretaries. The Norwegian and Dal
delggations were much larger at this tir
comprising 30 and 40 officials respectivi®®

81 Hardarson, O.Th. and Kristinsson, G.H. (1987), *
Icelandic parliamentary election of 198Electoral Studies,
6(3), pp. 219-234.

32 Ingimundarsony. (2001), Uppgjor vid Umheiminr
Samskipti islands, Bandarikjanna og NATO 1-1974:
islensk  bjodernishygia, Vestreent Samstarf <
Landhelgisdeilan, Reykjavik, Va-Helgafell, pp. 331-
355.

33 Jénsson, A. (1989)celand, NATO and the Keflavik B,
Reykjavik, Oryggismalanefnd, p :
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Icelandic governments -—with the two
exceptions already mentioned fought hard
against any reduction of the US milite
presence in the country up until the closure
the military base. Governments have ne
accepted that the country’s defence woulc
bolstered by taking part in the EU’'s Comn
Foreign and Security Policy (CFSP) and

development of the European Security
Defence Policy (ESDP). This is contran the
case in Norway, where governments have t
attracted to the EU for security reas* Nor
has Iceland taken an active part in the p«

making  processes of other secu
organizations in Europe, i.e. the Organiza
for Security and Cooperation Europe
(OSCE) and the Western European Ur
(WEU). However, in 2001 Iceland establist
a civil peacekeeping mission (the Icelan
Crisis Response Unit) in order to opet
within international organizations, mair
NATO, following increased pressure other
NATO members for Iceland to share some
the defence burden and become more a
within the alliance€”® The decision to establis
the unit was taken in the hope of attract
greater goodwill from the US and other NA”
allies: it was hoped that meturn, the US migt
be willing to prolong its military presence

the country which it had been scaling do
since the end of the Cold War.

Since the closure of the US military ba
Iceland has made civil security arrangem
(mainly concerning itswaters) with Britain
Denmark, Norway and Can&® and

34 Archer, C. and Sogner, I. (1998Norway, Europeal
Integration and Atlantic Security Thousand Oaks, Sa¢
pp.128-136.

% Bailes, A. and Thorhallsson, B. (2006), ‘Iceland.
the European Security and Defence Policy’, in Alda
G. Herolf and B. Sundelius (edsThe Nordic Countrie
and the European Security and Defence P, Oxford,
Oxford University Press, pp. 328-348.

%  Ministry for  Foreign  Affairs  2007a
‘Grannrikjasamstarf', a

concerning airspace surveillance with vari
NATO member states such as Frar
Germany and Britain and, more radically
non NATO Nordic states Sweden and Finle
allowing the temporary presence their jet
fighters in the country’ Icelanders saw the US
decision to close its base and, two years |.
not to help Iceland out in the 2008 cre
crunch, as a clear sign of a lack of willingn
to provide the country with political ar
defence shelte This is a sharp break with t
past, when the US not only provided
country with a military presence to defenc
but always came to its economic rescue
until the late 1960s. The new |-wing
government, under pressure from the |
Greens, has den scaling down Iceland
activities in NATO, closing the new-created
Icelandic Defence Agency (which took o
many of the responsibilities of the US milite
in the country —though without creatin
military units) and distributing its work amol
civilian public institutions

IcelandicUS relations are not likely to retu
to what they were prior to the closure of
base —despite the existence of the defe
treaty between the two states. Icelar
governments have already started to look tc
East, to their European neighbours, for sect
and defence cooperation. Interestingly,
was not a deliberate choice. They were for
to turn to Europe after the US abandoned
country. This shift has been welcomed by
Social Democrats, but theeft Greens, now in
government for the first time, reject all calls
security and defence cooperat

http://www.utanrikisraduneyti.is/verkefni/althjc-og-
oryggissvid/varnar-ogryggismal/grannrikjasamstal
(viewed on: 28 January 201

37 Ministry for Foreign Affairs 2007b., ‘Loftrymisgaes
NATO vid Island Hefst i Mars 2008, &
http://www.utanrikisraduneyti.is/frettir/nr/3961 iéwed
on: 28 January 2011).
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Partial engagement in the European pro

Historically, all political parties have oppos
membership of the EU, with the exception
the Social Democratic Party in the peric
1994-1999 and the SDA from 2002. Thi
scepticism towards EU membership is in st
contrast to the view of most politicians
Norway and Denmark since the early 19
and politicians in Sweden and Finland si
the early 1990%° Several reasons have be
put forward explaining the reluctance of :
Icelandic politicians to participate in t
European project. The most comn
explanation is Iceland’s insistence

unrestricted control over its waters &
unwillingness to join the EU’s Commol
Fisheries Policy’ Other explanations includ
the political discourse on independence
sovereignty in all debates on exter
relationg’, Iceland’s close defence and tre
relationship with the US (the country had
need to seek sedty guarantees from the E
because of its defence agreement with the
and the smallness of its central administra
(its lack of staff and other resources until
mid-1990s to gather information on a
considerable scale on the development
Europan integration, thus making tl
government rely on powerful interests grol
in the fisheries and agrarian sectors w

% The left-ofcentre parties (the SDP, the Peop
Alliance (the former Socialist and @wnunist party) an
the Women’s Alliance) formed the Social Democr:
Alliance (SDA) in 1999.

% gSy8sand, L. and Lindstrom, U. (1996), ‘Scandina
political parties and the European Union’, in Jff@ey (ed.)

Political Parties and the European Uniphondon and New
York, Routledge, pp. 205-219.

40 Thorhallsson, B. and Vignisson, H.T. (2004), ‘Lite first
and foremost saltfish’, in B. Thorhallsson (edceland and
European Integration: On the Edgdew York, Routledge, p}
67-102.

41 Halfdanarson, G.2004), Discussing Europe: lcelan
nationalism and European integration, in B. Thodzalh
Iceland and European Integration: On the E, New York,
Routledge, p. 140.

formulating  its  European  polic*?
Furthermore, three distinctive features of
Icelandic political elite have contributed to
reluctance to participate in the Europe
project. First, there is an unequal distribut
of seats in the Althingi, in favour of the rui
constituencies. This gives the primary sect
fishing and agriculture~ which oppose EU
membership —a pivotal role i decision-
making. Second, Iceland’s foreign relatic
have been concentrated on states which ¢
outside the core of the European Union.
other words, the outside contacts of Icelar
politicians, bureaucrats and the busir
community have been wittheir counterparts
in the Nordic states, Britain and the - not
with those of the European core, i.e.
original member states and states which
most in favour of European integration. T
idea and the importance of the Europ
project are felt les strongly in the middle ¢
the Atlantic Ocean than on the Europ
Continent and its immediate surroundings.
same could be said until quite recently ak
the pattern of media, cultural and educatic
ties. Third, and importantly, the Icelanc
political elite has had a realist conception
foreign policy. This is mainly shaped by
constant commitment to national ¢
determination, a search for concrete econc
advantages from all overseas activities
preference for Dbilateral relations o\
multilateralism?®

That said, in July 2009, the Icelan
parliament narrowly approved a motion
apply for EU membership. The Soc

42 Thorhallsson, B. and VignissoH.T. (2004), ‘Life is
first and foremost saltfish’jin B. Thorhallson (ed.),
Iceland and European Integration: On the E, New
York, Routledge, pp. 78-86.

43 Kristinsson, G.H. and Thorhallsson, B. (2004), ‘Ténerc-
sceptical political elite’, in B. Thorhallss (ed.), Iceland and
European Integration: Othe Edg, New York, Routledge, pp.
145-160.
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Democrats found themselves in a str
position -especially after their election victo
and the outlook of a majority irarliament for
an EU application. The SDA even went as
as insisting on an EU application as
precondition for the continuation of |
coalition with the Independence Party (I
2008) and the creation of the new majo
government with the Left Gree (spring
2009).

The economic crash, which started with the
of the ISK in March 2008, clearly stimulat
the ongoing EU debate and led to a s
change of attitude towards the vulnerability
the economy and its small currency. Th
events made man Icelanders question tt
country’s traditional domestic and forei
policies, including the reluctance to beco
engaged in the European project. This open
window of opportunity for pr-European
forces and EU membership became the r
election issuein April 2009. The SDA’¢
economic plan for recovery was based on
membershiff, emphasising the benefits i
consumers and enterprises of lower price:
goods, the adoption of the Euro within the
and opportunities for aid for rural are
agriculture and the tourist industry from tt
EU’s Structural Funds. Supporters of a clc
engagement in the European project have
fact, always cited the economic benefits,
won approval by emphasising them. This
also been the case with both EFTA and E
membershipg?

4 Social Democratic  Alliance [Samfylkingin]  20C

‘Stjornmalaalyktun’, a
http://www.samfylkingin.is/Stefnum%C3%A1l/Sam%C3%
ykktir_landsfundar (viewed on 28 January 20

% Thorhallsson, B. and Vignissom.T. (2004), ‘The first
steps: Iceland’s policy on European integrationmfrdhe
foundation of the republic to 1972, in B. Thorhalts(ec.),
Iceland and European Integration: On the E, New York,
Routledge, pp. 283; Thorhallsson, B. and VignissoH.T.
(2004), ‘A controversial step: mermbership of tHeAg in B.
Thorhallson (ed.)|celand and European Integration: On 1
Edge New York, Routledge, pp. 38-50.

The Social Democrats may have grasped
opportunity to apply for membership, based
their interpretation of Iceland’s econon
interests, but other parties have not follov
them in their prd=uropean approach, desg
the economic crash.hE Left Green Movemel
remains steadfastly opposed to
membership. It reluctantly permitted an |
application in order to form a government ¢
to have an open democratic EU debate in
country at large.

The Independence Party advocates withdr:
of the EU membership applicatic— though it
is deeply divided on the issue. It advocate
unilateral adoption of the euro just before
general election in 2009 in order to appea
its proEuropean voters. While in governme
from 1991 to 2009, thiparty’s opposition to
EU membership became fiercer and was b.
on several arguments: Iceland’s fisheries se
would be seriously damaged by I
membership; Iceland would not be able
conduct its own economic policy; adopting
euro would be fatal to tl economy; as a small
state, Iceland would be powerless within
EU and unable to defend its interests; corpc
taxes might rise due to membership .
regulations from Brussels would place
burden on businesses and the communit
large*® The EU was @en as standing in tl
way of the government’s agen- forcing it to
make more domestic and internatio
compromises of the type it had already b
obliged to make within the EEA framewc

4 Oddsson, D. (1995)Avarp forseetisradherra, Davi
Oddssonar, 17. jani 19, at
http://www.forsaetisraduneyti.is/radherra/rae-og-
greinar/nr/986 (viewed on 2 February 2011); Odds<bor
(2001), Avarp Davids Oddssonar forsaetisradherra & fu
Samtaka um vestreena samvinnu og Vardl, at
http://www.forsaetisraduneyti.is/radherra/rae-og-
greinarhr/355 (viewed on 2 February 2011); Oddsson.
2002, Avarp forseetisradherra & adalfundi Samt:
atvinnulifsing at http://forsaetisraduneyti.is/radherra/rar-
og-greinar/nr/365 (viwed on 2 February 2011); Gisssoar
H.H. (2001), Hvernig Getur island r3id Rikasta Land i
Heimi?, Reykjavik, Nyja bokafélagi
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The Progressive Party also advocates
withdrawal of the EU metyership applicatiol
though its European policy remains hig
contested. Although it formally changed
policy towards an EU application in ea
2009, twothirds of its MPs voted against
application in the summer of that year. Her
the party’s neweadership has turned the pe
against the EU accession process and fiel
campaigns against it. Moreover, the MPs of
Citizens’ Movement remain sceptical of [
accession and three out of their four MPs v«
against the EU application though theyd
advocated EU negotiations in the gen:
election.

Accordingly, the Social Democrats are on tt
own on the path to membership, though a s
number of MPs of other parties ¢
sympathetic to the idea. The party leadershi
the Left Green Movemenblerates the forme
pro-European policy of the government, led
the SDA, in the firm belief that Iceland will n
obtain a satisfactory accession treaty and
the treaty which will be offered to it will k
rejected in a referendum. Traditional Icelic
Euroscepticism is still alive and wk

For nearly three years, 20@811, the politica
discussion in Iceland was dominated by
‘Icesave*’ dispute between Iceland, on the
hand, and the Netherlands and Britain on
other. The dispute raised timmalist feelings
and sidelined discussion of the EU applicat
On a number of occasions, Britain and
Netherlands, with formal and inform
approval of other European states (incluc
the other Nordic states in the beginnir
blocked Iceland’s IMFassistance after tf
economic crash.

“The dispute was centred on whether, and under v
conditions, Iceland was to reimburse Britain ané
Netherlands after the collapse of the Icelandickb
Landsbanki, which held large amounts of British
Dutch savings that were lost in the 2008 ncial crisis.

In the public debate, the EU and its mernr
states have been blamed for the IMF block
and for standing in the way of Icelant
economic recovery despite the fact that tf
EU has, on several occasions, stated the

dispute is a bilateral matter involving the ste
concerned. Iceland has adopted the E
regulations on finances, on which the Brit
and Dutch claims are based, through

membership of the EEA, and has requested
the EU step in to settle tldispute, but without
any success. Hence, the EU is seen by ma
not being able to provide Iceland w
economic and political shelter, and me
politicians and voters have also depicted it

bully standing by while larger states oppres
small defegeless neighbour. As a result,
pro-European forces have had a difficult ti

making their case in an atmosphere

nationalism where Icelanders generally i
that all of their closest neighbouring stat
except for the Faroe Islands, have dese
them in a time of great nee

The state of public opinion on EU members
has clearly been affected by the Ices
dispute. Since early 2009, the majority

voters have stated their opposition

membership in opinion po*® contrasting
with the previoustwelve-year period where
nearly all polls indicated a majority favour
of membership, peaking just after 1
economic collaps& Thus, public opinion o
Iceland’s approach to the European ques
has fluctuated considerably in the last i
years. This is not surprising, since Icelar
society at large remains in flux after i

“8 Capacent Iceland., bjédarpuls Gallup, July 2

% Thorhallsson, B. (2002), ‘The sceptical politicatelersus
the proEuropean public: the case of IcelanScandinavian
Studies 74(3), pp. 349-378;The Federation of Iceland
Industries., opinion polls conducted by Capacentupdbr the
Federation of Icelandic Industries,
http://www.si.is/malaflokkar/althjodle-
samstarf/evropumal/skodanakannanir/ (viewed on debBwer
2010).
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economic crash, suffering both from 1
financial consquences of the crash itself ¢
from political instability.

Smallness of the central bureaucracy

The lack of expertise and limited hum
resources in Iceland’s central bureaucracy |
hindered it from engaging in lo-term policy-
making concerningEuropean and securi
affairs and foreign policy in general. T
central bureaucracy cannot be blamr
however, and it is remarkable how much
Icelandic Foreign Service has achieved des
its smallness, e.g. in the EFTA negotiation:
the 1960s andhe negotiations leading to t
EEA Agreement. However, its limitatiol
become nowhere more obvious than in
Icesave negotiations with Britain and f
Netherlands. In 2010, 160 people w
employed in the Icelandic Foreign Service .
Iceland had 21 emBaies and missions abroi
The numbers have dropped somewhat afte
financial crisis (before it, about 220 employ:
worked in the Foreign Service) due to dra
cuts in the Foreign Service’s budget. To
these figures into perspective, only 85 pe
worked in the Foreign Service in 19°°

Ministers and governments have obviously
given priority to developing reliable
comprehensive knowledge of European

security affairs within the bureaucracy. T
Foreign Service barely had sufficient rurces
to concentrate on Iceland’s core interests
defined by the government such as

extension of the fisheries zone and findin
suitable solution for Icelandic marine expc
to the EU. Moreover, the limited focus c
long-term policymaking in the central
bureaucracy has made ministries v

%0 Ministry for Foreign Affairs (2011)|nformetion by email
provided by the Ministry’'s spokesper. (received on 7
January 2011).

dependent on interest groups and other ext
assistancé' For this reason, the power
fisheries and agricultural lobbies have enjo
a privileged position in Iceland’s internatiot
negotiations where thestouched upon the
interests as they perceived tt

At present, the Foreign Service and ol
governmental departments still rely on th
and other powerful interest groups
formulating Iceland’s negotiating objectiv
concerning EU accession. The ntral
bureaucracy is capable of implementing
EEA legal framewor¥, which is most ofte|
implemented without any consideration be
given to Iceland’s unique features such
smallness® Furthermore, while the Forei
Service may have the expertise ake part in
international negotiation— including those on
EU accession the bureaucracy at large lac
solid knowledge of important sectors of the
such as fisheries, agricultural, finance and r
and regional development in order to dei
comprehasive negotiation positions in the E
accession talks.

Iceland’s limited activity within the UN an
the Council of Europe provides furth
examples of the consequences of the lac
enthusiasm about international participati
Iceland did not take overthe rotating
chairmanship of the Council of Europe ui
1999 because until then it argued that it did

5L Kristinsson, G.H. (1993), Valdakerfi§ fram

vidreisnar 190959, in G. Halfdanarson and

Kristiansson (eds.)slensk bjodfélagsproun 18-199Q
Reykjavik, Félagssindastofnun Haskéla islands &
Sagnfreedistofnun Haskéla islands, pp.-354.

52 Council of the European Union 2010, ‘Council Conclusi
on EU Relations with EFTA Countries’, 3060th Geni
Affairs Council meeting Brussels, 14 December,
http://www.nsilium.europa.eu/uedocs/cms_di
docs/pressdata/EN/foraff/118458.pdf (viewed on Dréary
2011).

*% Rannsoknarnefnd Alpingis (201CAddragandi og Orsakir
Falls Islensku Bankanna 2008 og Tengdir Atburdirbidi,
Reykjavik, Rannséknarnefnd Alpingpp. 22-23.
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have the administrative capacity to tackle
duties involved. Similarly, Iceland has r
undertaken the presidency of the UN Gen
Assembly as,dr instance, Malta did in 199
Lebanon in 1958 and Ireland in 1¢-61.

Moreover, Iceland was the last of the Nor
states to decide to apply for a seat on the
Security Council in 1998. This decision w
taken without any preparation and pol
analysis —no documents exist about t
government’s decision. The financial burder
international casperation is still employed ¢
an argument in the debate on whether or
the country should become more act
internationally. The cost of running for t
Security Council seat and sitting on
Council was heavily criticised by leadi
politicians® Furthermore, the application
join the Security Council was criticis
because it did not give Iceland any dir
benefits®> and doubt was cast on the cou’s
administrative capacity to participate in i
Security Councif®

Conclusion

Iceland’s primary foreign policy objective
throughout the twentieth century were
secure full control over its territory (land a
waters), improve market access for its fishe
products overseas and guarantee its deft
All political parties subsdoed to these aim:
though they differed on how to achieve the
Membership of supranational institutions |
the EU was seen by most politicians
contradicting these aims. Howev

54 See, for instanceMorgunbladid 2005a, “Verra en
Eurovision”, 2 March p. 4Morgunbladid2005b, Odruggt s
i 6ryggisradi, 30 April, p. 34Schram, A. (2005), ‘Aleitnz
spurningar hafa vaknad um kostnadorgunbladi¢, 30 April,
p. 10.

%5 Morgunbladid2005c, Oryggisrad og adrar leié27 January,

p. 26.

?6 Fridriksson, O. 2005, ‘Vaxandi efasemdir eru um méika
Islands’,Morgunbladi§ 24 January, p. 26f.

membership of EFTA and EEA was a pract

choice for economic reasoiand participation
in the Schengen scheme was undertake

secure the ‘continuation’ of the Norc

passport union. These agreements, toge

with the defence agreement with the US, F

been perceived by most politicians as sen

Icelandic core nationainterests, in terms of
economics and security.

Late industrialization and modernization hi
contributed to a steadfast belief in
uniqueness of the nation. The smallness oi
society and its insularity have shaped
country’s political discourseand foreign
policy. Iceland’s foreign policy still bears tl
hallmark of the past. Accordingly, the politic
discourse has been structured by a ques
self-determination, protection of identity a
the concept of preserving the countr
sovereignty ad  independence. Th
combination, and politicians’ experience ¢
perceptions about how Icelandic interests ct
be best served, led to an international apprt
which emphasized bilateralism at the expe
of multilateralism.

However, the vulnerability of the small
economy and its lack of political and econoi
shelter in the latest global financial crisis hi
led many to question the traditional inter
and external policesThe Social Democra
have undertaken a hafdught battle to chanc
them by @plying for membership of th
European Union.
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