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Does Iceland’s EU Rejection Signal EU Demise?

As we reported in our September 3 Insider
Report, Icelanders narrowly rejected
membership in the European Union in an
August vote. The vote asked only whether
Iceland should resume membership
negotiations (i.e., accession talks it froze in
2013), not whether to join outright. But
Prime Minister Kristrin Frostadottir’s
coalition had pledged to treat the result as a
mandate. Rural constituencies voted
overwhelmingly against the measure, driven
largely by fears that EU membership would
strip the country of control over its
economically vital fishing waters.
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Economic Success Without Membership

Iceland adds its name to the list of high-income Western European countries that have declined full EU
membership while maintaining close economic ties with the bloc. Norway rejected membership in
referendums in 1972 and 1994, primarily over concerns about fisheries, oil and gas resources, and
sovereignty. It participates in the European Economic Area (EEA), granting single-market access in
exchange for adopting certain EU rules and contributing financially, but keeps independent control over
key sectors and its own currency.

Switzerland rejected EEA membership in 1992 and later withdrew its EU application. It relies on a
dense network of bilateral agreements for market access while remaining outside the EEA and
eurozone. Liechtenstein follows a similar EEA path. These countries have prioritized flexibility and
resource control over political integration.

Economically, Switzerland, Norway, and Iceland rank among the world’s wealthiest nations per capita.
International Monetary Fund data for 2026 place Switzerland’s nominal GDP per capita at
approximately $126,000, Norway’s around $106,000, and Iceland’s near $110,000 — figures that
exceed those of most EU members and place them near the global top. Switzerland’s performance rests
on finance, pharmaceuticals, precision manufacturing, political neutrality, low debt, and high
productivity. Norway benefits from North Sea energy resources and the world’s largest sovereign-
wealth fund. Iceland’s economy draws on fisheries, tourism, renewable energy, and data centers. All
three maintain high living standards, low unemployment relative to many peers, and close trade links
with the EU without ceding full sovereignty.

Germany’s Role in the EU Economy

For decades, the European Union’s economic model rested on an implicit bargain: Germany, as the
bloc’s largest and most productive economy, would generate the growth, exports, and fiscal strength to
anchor the whole system, while poorer and more fiscally fragile member states (e.g., Greece, Italy,
Portugal, and much of Eastern Europe) gradually converged toward Western European living standards
under Brussels’ oversight. The assumption was that everyone would play along, but the bargain has
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come under real strain.

Germany endured two consecutive years of recession followed by near-zero growth of less than 0.3
percent in 2025, marking roughly four to six years of stagnation — one of the weakest recoveries among
advanced economies, with real GDP in 2024 barely above its 2019 level. The loss of cheap Russian gas
after 2022 permanently raised energy costs for German industry; the auto sector, long the country’s
signature export, has lost ground to Chinese competitors; and industrial production remains roughly 15
percent below its 2017 peak. Some economists have described the trend as structural
deindustrialization rather than a temporary downturn. A renewed energy shock tied to the Iran War
pushed the German government to slash its 2026 growth forecast from one percent to just 0.5 percent
in April, and the European Central Bank has warned that a prolonged conflict could tip Germany and
Italy back into technical recession by year’s end.

While Iceland is not the iceberg that will sink the European Union, Icelanders have chosen not to book
passage on the Titanic, so to speak.

This article is part of The New American’s weekly online newsletter Insider Report, which is emailed to
TNA subscribers each week. Click here to subscribe to The New American to receive the Insider Report
and access exclusive content.
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