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 I have been asked to present some remarks for the panel on political union.  I will focus 
on the central question:  Must the EU move to a political union?  The question may be rephrased: 
Is political union necessary for the survival of the euro? 
 
 I begin with definitions of two key terms: political union and survival. 
 
 Political union will be understood to be synonymous with a genuine federation – a state 
composed of or created out of smaller states, with ultimate authority (sovereignty) transferred to 
a central government and internationally recognized as a single political entity.  (This is not to be 
confused with a confederation, which joins states together for common purposes and/or actions 
in relation to other states but does not transfer ultimate authority to a central government and is 
not internationally recognized as a single political entity.) 
 
 Survival has two possible meanings.  A minimal definition of survival is simply 
longevity – the opposite of dissolution.  In this sense, survival means merely remaining formally 
in existence despite poor health; not necessarily achieving objectives.  A maximal definition is 
something stronger -- robust health; thriving, functioning well, successfully achieving objectives. 
 
 Consider the minimal definition of survival.  Is political union necessary for survival in 
this sense (mere existence)?  A look at the historical record suggests No: political union is not 
necessary.  In the modern era (19th century onward), there are at least seven notable examples – 
other than EMU – of formal monetary union among sovereign governments (i.e., monetary 
unions without political union): 
 
 – Latin Monetary Union (1865-1914) 
 – Scandinavian Monetary Union (1873-1914) 
 – Belgium-Luxembourg Economic Union (1922-1999, replaced by EMU)) 
 
 – CFA Franc Zone (since French colonial days, still in existence 
 – East African Community (from British colonial days, ended after independence) 
 – East Caribbean Currency Area (from British colonial days, still in existence) 
 – West African Monetary Area (from British colonial days, ended after independence) 
 
 Two of the seven (CFA, ECCA) remain in existence to the present day; a third (BLEU) 
existed for 3/4 century until incorporated into the larger EMU; and two other (LMU, SMU) 
managed to survive for more than a half century until brought to an end by World War I.  Only 
two (EAC, WAMA) failed once independence gave states a choice.  Longevity is clearly 
possible without political union. 
 
 
 What about the maximal definition of survival?  Surprisingly, the answer here too is 
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NO: again, political union is not necessary.  Of the seven historical examples, only three did not 
function effectively: EAC, LMU, WAMA. 
 
  – EAC.  Started as early as 1919 with the creation of an East African Currency 
Board to administer a single money, the East African shilling, for the territories of Kenya, 
Tanganyika (later Tanzania), and Uganda, later complemented by a customs union (dating from 
1923) and a variety of other common services for railways, harbors, air transport, and the like.  
But the EAC quickly fell apart following independence (for Tanganyika in 1961, Uganda in 
1962, Kenya in 1963).  
 
  – WAMA.  A similar story.  Started with the West African Currency Board 
(1912), shared by Gambia, Gold Coast (now Ghana), Nigeria, and Sierra Leone.  The West 
African pound was replaced by individual national currencies as each member gained 
independence. 
 
  – LMU.  Initially agreed by France, Belgium, Italy, and Switzerland (1865), with 
others joining later.  The LMU was created to establish a wider area for the circulation of a 
harmonized supply of metal coins, but was soon subjected to considerable strain by a global 
depreciation of silver that began in the late 1860s.  Lack of political union made discipline on 
individual states difficult.  Governments were soon tempted to increase the amount and 
circulation of their silver coinage, in effect attempting to extract additional seigniorage gains at 
the expense of their partners (especially France, where many of the coins ended up).  To hold the 
union together, members first restricted and finally, in 1878, suspended all silver coinage, 
effectively transforming the LMU from a bimetallic standard into what came to be called a 
“limping gold standard.”  In 1885, at the behest of France, they added a liquidation clause 
requiring any state wishing to leave the group to redeem all its silver held by other member 
governments in gold or convertible paper.  Thereafter, the whole thing was held together not by 
common interest but by a mutual desire to avoid a potentially costly dissolution.  The union was 
constantly under stress because of efforts by various members to debase their currencies 
(particularly Greece, which was formally expelled in 1908, reinstated in 1910).  The arrangement 
effectively ended with the generalized breakdown of monetary relations during World War I, 
though it was not formally dissolved until 1927. 
 
 But four of the seven historical cases (BLEU, CFA, ECCA, SMU) actually functioned, or 
continue to function, quite smoothly and effectively despite the absence of political union.  How 
was this possible?  The historical record suggests two conditions are vital. [See Benjamin J. 
Cohen, “Beyond EMU: The Problem of Sustainability,” Economics and Politics, July 1993.]  
These two conditions are: 
 
  1.  A local hegemon – a dominant state willing and able to use its influence to 
keep the arrangement functioning effectively.  Influence can be exercised coercively (sanctions) 
or more generously (side-payments).   
  2.  Solidarity – a broad constellation of related ties and commitments sufficient to 
make the loss of monetary autonomy seem basically acceptable to each partner; manifest in both 
a well developed set of institutional linkages and, more amorphously, a genuine sense of 
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community. 
 
 Experience suggests that in the absence of political union, one or the other condition 
is necessary to keep a monetary union functioning reasonably well; where both are present, 
they are sufficient. 
 
  1.  The importance of a local hegemon was well demonstrated by BLEU 
(Belgium, twenty times the size of Luxembourg, called the shots).  Also demonstrated by the 
contrasting fates of CFA, on the one hand, and EAC and WAMU on the other.  For CFA, France 
continued after independence to play a pivotal role in underwriting (in effect, subsidizing) the 
arrangement.  For the other two, Britain’s refusal to play a comparable role contributed directly 
to the quick dissolution of both. 
 
  2.  The importance of solidarity is evident in the longevity of SMU, BLEU, 
ECCA.  All three involved groups of partners with a strong sense of common identity, grounded 
in a shared cultural and political background and institutionalized in a broad network of related 
economic and political agreements. 
 
 What are the lessons for the euro?  The main lesson is that political union is not 
necessary for the survival of the euro, IF either or both of the two vital conditions is present.  Are 
they? 
 
 Both conditions would seem to be in evidence.  (1) There is a local hegemon (Germany) 
that has not hesitated to take a leading role in holding the EMU together; and (2) there is also a 
well developed set of institutional linkages reinforced by six decades of effort to build a genuine 
European identity.  But the limited generosity of German-led rescue packages has been 
overshadowed by the harsh coerciveness of Germany’s policy conditions, which in turn has 
strained relations and diluted any sense of community. 
 
 Conclusion.  Unless things change, political union will be necessary to assure survival in 
the maximal sense (robust health).  Otherwise, we can expect survival only in the minimal sense 
(longevity), much like the LMU.  In that case, political union is not necessary.   
 
 As I have suggested elsewhere [Benjamin J. Cohen, “The Future of the Euro: Let’s Get 
Real,” Review of International Political Economy, October 2012], EMU is snagged in an uneasy 
equilibrium that is untidy but not necessarily unstable, caught between the centripetal force of a 
security-driven imperative to hold together and the centrifugal pressure of recalcitrant domestic 
politics keeping them apart.  The euro will neither succeed nor fail.  Defective but defended, it 
will simply struggle on, repeatedly sustained by one shoddy compromise after another.  The 
outlook is for survival, but not robust health. 


