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“The Decision of Brexit and its Impact on Germany and the 
European Union” 

 

Vice Minister, Dr. Günther Horzetzky	

 

Ladies and gentlemen, dear students,  

I am very pleased and honored to have the opportunity to speak to you in 
one of the oldest universities in Japan! 

Thank you very much for inviting me and for making this talk possible, 
dear Mr. Shinyo!  

You all should know: Originally I simply wanted to meet Mr. Shinyo, the 
former Japanese Ambassador to Germany, because 

• I always admire his tireless efforts to bring Germany and Japan 
together and 

• it always is rewarding – for Germans in particular - to ask for his 
views. 

But for today he had asked for my view on a phenomenon which is 
called BREXIT, i.e. the decision of the British electorate to opt out of the 
European Union. 

I am flattered. 

And I am nervous. 

But I will try my very best, Mr. Shinyo, to outline my assessment of this 
democratic decision of the British people and it’s possible repercussions 
on the EU, Germany and on North Rhine - Westphalia (NRW) in 
particular. 

In order to give you a clear, but also an emotional picture of what is at 
stake, I would like to start with my very personal experience with the 
European Union. In the 80s of the last century. It was a EU, far smaller 
than it is today.  

But still: A union of States. 
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And now European Policy becomes very personal for a minute. 

I was a young trade unionist, representing the farm workers union of 
West Germany. You know: Farm workers were traditionally not very well 
organized in worker’s organizations.  

 

Usually the farms were small. And these farms had only a small number 
of workers – if any at all. The employer and his family were very close to 
their workforce. In the villages, there was very often the common feeling 
that you do not need a trade union.  

So: Wages were low and working time was very long. 

You also will remember that the common agricultural policy (CAP) was 
one of the two main pillars of the European Economic Community (EEC). 
The other one was the heavy industry with Steel and Coal. 

The EU commission acknowledged within the framework of the CAP a 
special need not only  

• to set prices for agricultural products and  

• to protect internal agricultural markets against competition from 
abroad, but also  

• to do something about the working and living conditions of farm 
workers.  

They introduced an advisory committee – with representatives of 
employers and trade unions. This committee 

• issued reports, 

• it was the platform for vivacious discussions on various topics 
including the orientation of certain CAP-market-policies and 

• it also was a driving force to come to agreements  -  for instance on 
working time which then was the binding basis for national 
collective agreements. 
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To make it very clear: We never would have reached a 40-hours working 
week in European agriculture without the European Economic 
Community!  

This certainly is social progress. It was brought about by the European 
Union and it’s institutions. It had a practical meaning for farm workers.   

This tiny example of social progress might give you an idea, why I and 
many, many people with me in Europe do terribly regret the BREXIT-
decision of the British electorate. 

But there is far more than this tiny example on social progress, which 
might explain my disappointment with the decision of the majority in 
Britain.  

Let me explain this “far more” also in a very practical, historic 
perspective. 

Nearly all leaders in our agricultural advisory committee at that time had 
been soldiers in the Second World War, in the armies of their respective 
states. 

Can you imagine the extent of this totally contrary issue – action of war in 
mind on the one hand and working together on the solution of a very 
practical social problem on the other which was existing in every single 
member state? 

This was and it still is a recipe for peace! Working together! Search for 
practical solution for common problems. The older war generation knew 
exactly what it was doing.  

These people left everything bad behind: 

• war, 

• bloody conflict 

• their sad bloody past.  

They chose to work together on solving practical social problems. And 
they were of course aware of what they were doing – they deliberately 
broke with the European tradition of centuries of war.  
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The European Union was born out of the need to bring Europe together 
after the horrors of the Second World War. 

This has led to all what we call today “the European peace project”!  

Obviously: This overall concept of cooperation was very attractive. Many 
European States wanted to be part of this multinational project. So, the 
EU has steadily been growing from its six founding members to 28 
countries today. 

 

Many of the member states also had a difficult history.  

• Dictatorships in Greece, Spain or Portugal; 

• communist regimes of the old Warsaw-pact states and fear of 
Russia; 

• parts of former Yugoslavia like Croatia or Slovenia 

And many states like Sweden, Denmark or Great Britain didn’t have a 
too complicated history at all, but still saw advantages: 

• Access to a single market of goods, services and capital as well as; 

• free movement of labour; 

• the re-distribution system on the EU-level  – with regional, social 
and interregional funds; 

• cooperation of like-minded societies in a globalized world with all 
it’s challenges. 

Great Britain saw all these benefits as well. The UK joined in the first 
wave of expansion in 1973 and accepted, like every member, the 
“community acquis”.  

In order to have a common basis for the negotiation between the EU and 
the candidate states the acquis was divided into 31 chapters for 
example:  

• free movement of people and goods;  

• freedom of providing services;  

• competition and industry policy. 
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The common policy of the Union must be financed – of course. All have 
to agree on the structure of the budget – on income and expenditure.  

The EU receives its income up to 80 % from the member states, based 
on gross national income and a standardized value added tax (VAT) 
rate.  

 

 

The fact that around 70 per cent of the EEC budged was used  

• to finance the CAP, and  

• that the UK had a small agricultural sector and additionally  

• a rather high level of prosperity compared with other European 
member states (and this means that Britain receives less structural 
aid),  

the Prime Minister Margaret Thatcher demanded and finally successfully 
negotiated the so called “UK-Rebate“ in 1984. 

The UK- Rebate is a complex financial mechanism, which reduces the 
British contribution to the EU budget. In fact: The UK gets back about 
66% of it’s net contribution. 

This has led to accumulative British savings of more than 110 Billion 
Euro from 1982 until today.  

This is a huge amount of money considering that the EU budget for 2016 
envisages payments of about 144 Billion €!   

The overall contribution of the United Kingdom, Germany, France and 
Italy account for over 60 percent of the operating budget of the European 
Union, with the UK, currently being still the second largest net 
contributor. 

So Britain decided to leave the EU. In spite of the rebate and all the 
numerous benefits of the membership.  
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Obviously it wasn't only for financial reasons that our British friends voted 
to leave! There were two other major reasons:  

• The growing concern about a regulatory overkill and the felt loss of 
sovereignty on the one hand and  

• the increasing number of immigrants on the other.  

These were the Eurosceptics’ biggest bugbears!  

BREXIT campaigners used concerns about immigration and exploited 
the fear about the fallout on jobs. 

More than 2 Million EU-citizens are working in Great Britain, one third of 
them from Poland!  

Do you know why? 

Because of the liberal British immigration policy after 2004 when Poland 
and other seven east European countries joined. 

The United Kingdom was one of the three member states which allowed 
Poles to work freely in the country without any limitations right from the 
beginning. Whereas Germany took deliberately some time to prepare the 
public opinion and established the right of free of movement for workers 
not earlier than 2011.  

After winning the reelection in May 2015, the former Prime Minister 
David Cameron started to renegotiate the membership, including  

• changes in migrant welfare payments,  

• financial safeguards and  

• easier ways for Britain to block EU regulations.  

In February 2016, he announced the results of those negotiations. And 
he seemed to be sure, that the second re-negotiation-round after 
Thatchers intervention was successful from the British point of view. 

He set out June 23 as the date of the referendum which he had promised 
to carry out before general election. And he lost. 
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Almost 52% of the electorate voted in favour of BREXIT and 48% voted 
in favor of remaining in the EU. The voter turnout of 72% was rather 
impressive.  

It has been estimated that only 36 % of 18 to 24 years young people 
went out for voting. It is well known that this age group was most likely to 
vote to remain!  

Ladies and Gentleman,  

we all know that “BREXIT is BREXIT”, as the new Prime Minister May 
put it! So what will be next in line?  

The British political elite is now facing a very great challenge. 

It has started to discuss not only the economic consequences for the UK!  

What happens when Britain leaves the EU?  

BREXIT has a significant impact on both:  the UK and the EU! Let me 
start with Great Britain!  

There are many channels of impact: The European Medicine Agency will 
have to move. This is also true for the European Banking Authority. R&D 
will be affected (funding/staff).The investment, trade and labor markets 
would be most affected in the UK.  

Not only because of the language the UK is the largest recipient of FDI in 
the EU. The UK is very attractive because of the investment conditions 
and as a gateway to Europe! This is going to change! M&A become 
more complicated 

BREXIT will lead to a reduction of investment also from the rest of the 
EU.  

And trade will be affected: The free access to the European single 
market will no longer be available. And this means: 

• no free movement of people,  

• of capital and of goods. 

The freedom to establish and to provide services more or less freely will 
no longer be available.  
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Over time different regulations in the EU and in the UK will grow and will 
increase the cost of trade,  

• impacting trade volumes and  

• further reducing the attractiveness of the UK for investment.  

This certainly will happen – we only don't know: To which extent and 
when…?  

The answer to these two questions is going to depend on the specific 
BREXIT-model and really is impossible to predict for the time being.  

Just imagine:  

The UK government is facing a huge national legislative challenge to 
substitute European regulation by national ones!  

And what about the necessary new trade agreements with all non-EU 
countries which become necessary because Britain will no longer be 
covered by the agreements of the EU with these states (4 with Japan) 

On the other hand: Yes, it is very clear that the EU will lose a major net 
contributor. 

The fiscal gap needs to be filled by higher contributions or less spending. 
I think that a higher contribution-rate for the remaining membership is not 
very likely – not only because all states suffer from budgetary 
constraints, but also you will not explain to your voters, that they have to 
pay more contributions to the EU. 

I am pretty sure: There will be no other choice than less spending!  

The UK has the fifth largest economy and the fifth most powerful military 
in the world. So the EU will lose an influential member state which 
usually was in favor of deregulation and fiscal discipline! 

The balance of power is going to change in the EU.  

And all this does happen in a moment, while the EU has to manage the 
most severe crisis, it has ever faced: 

• The European and the Greek debt crisis underlined the economic 
differences between north and south  
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• followed by the current European refugee crisis and thus the west 
and east clashing together.  

The timing of the BREXIT decision couldn't have been even more worse 
for the European Union!  

It really sounds plausible that the immigration policy may not change 
significantly after BREXIT. Whether the United Kingdom really will and 
really can curb the immigration from Europe will depend widely on its 
future relationship with the European Union. 

Ladies and Gentleman,  

BREXIT doesn't only impact politics and governments but also citizens – 
in the UK as well as in the EU!   

More than 3 Million EU-citizens live in Great Britain – about 130.000 
German citizens. 

1,2 million British people live in the EU. 

If and how their residence status will change depends on the upcoming 
negotiations with EU.  

It is plausible that Brussel and UK will insist on the same rights for their 
respective citizens. 

You might know that a special framework exists for Switzerland or 
Norway. Both countries are not member state of EU but their nationals 
are free to live and work in the EU. The EU-citizens enjoy the same 
rights. 

Norway has full access to the single market and accepts the majority of 
EU laws. The free movement applies as it does in the EU.  

In return Norway pays a contribution to the EU budget and has to sign up 
to all the rules of the club - including its common regulations and 
standards, without having the right to influence the decisions on these 
rules. Norway is exempt from EU rules on  

• agriculture,  

• fisheries, justice and  
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• home affairs. 

Switzerland has a free trade agreement with the EU and a number of 
agreements which give access to the single market for most of it’s 
industries.  

But it doesn't have full access to the single market for it’s banking sector 
and other parts of the service sector.  

You might know that the banking sector is of particular importance to 
Britain and makes up to 80 % of the UK economy. 

Let‘s just recap on what I have said so far:  

• I outlined the history of the European Union, it’s development 
based on a common sets of values; 

• I gave some information about the BREXIT decision and 

• the possible repercussions on the UK itself and the EU. 

Now let me briefly say some words on the possible impact of BREXIT on 
Germany and the state of North Rhine-Westphalia. 

As a large member state, Germany will be affected through several 
channels. Like other large member states, the UK influenced the political 
debate on trade, investment and on the financial sector:  

1. When the UK leaves the EU it is likely that Germany, in particular, will 
come under pressure to play even a bigger role in the common 
foreign and security policy. BREXIT will remove one of Germany’s 
most important allies from the European Union! 

2. Great Britain is one of the most important trade partners for Germany 
and also for NRW! Germany’s share of UK imports is the highest in 
the EU - moreover, Germany is the second biggest export market for 
the United Kingdom after the United states. 
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3. More than 2500 German enterprises have established offices, 
sometimes their head offices in the UK, contributing to British 
employment.  

• BMW alone has invested more than €1bn, producing both BMW 
and MINI cars in the UK, and is continuing to invest more in what 
is the company’s fourth largest market.  

• German energy utility companies E.ON and RWE own two of the 
big-six British utilities. BASF has ten UK manufacturing sites. 

3000 British enterprises are presented in Germany.   

4. The financial sector is particularly worried that the BREXIT will put an 
end to the so-called “passport system”, a mechanism that allows 
financial companies based in the United Kingdom to do business 
anywhere in the European Economic Area without having to ask for 
authorization in each country.  

• Should Britain lose access to the passport system, which could 
be a consequence of leaving the single market, some financial 
companies would be forced to relocate to the continent.   

• Most of large German banks have substantial operations in 
London. Deutsche Bank employs 9,000 staff but has set up a 
group to consider moving some of its British operations to 
Germany when the UK leaves the EU.  

The total trading volume of North Rhine-Westphalia in terms of imports 
and exports is around 390 billion euros!  

The UK is the fourth most important trade partner with up to 7% share in 
NRW foreign trade!  

NRW is strongly dependent on the economic development in UK but not 
more than the other 15 federal states in Germany.  

Britain's exit from the European Union will certainly affect the European 
Regional Development Fund (ERDF).  

This fund, managed by the European Union, is to promote regional 
development for example by: 
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• investing in the modernization of regions, which are economically 
weak; 

• creating sustainable jobs and  

• supporting innovation and a knowledge based economy.  

It will be a remarkable loss not only for NRW if the UK cancels the 
payment.  

NRW receives about 1,2 Billion Euro from the EU in the funding period 
2014 to 2020. - 5,8 Billion Euro European funding goes to the UK- ! 

ERDF is now in its 2014 to 2020 period. What happens in the current 
period? And what happens afterwards?   

But the bottom-line is that the European Union loses a major net 
contributor and this, of course, will affect the whole redistribution system 
of the Union! 

How does the agenda to actual BREXIT look like? 

After the official exit-declaration of the UK government, which will take 
place most likely early 2017, negotiations may last for two years – to 
determine the terms of withdrawal under Article 50 of the EU-treaty and 
to define the UK’s future relationship with the EU.  

Any agreement that would define the future relationship between the UK 
and EU requires a “qualified majority,” which means that, 72% of the 
member states, representing at least 65% of the population of the EU, 
would have to vote in favor of the agreement.  

After the negotiations the UK will formally leave the EU, but this is not the 
end of the process.  

The treaties between the EU and the UK will expire as soon as an 
agreement is reached. 

In the unlikely case of no agreement the treaties will automatically expire 
two years from when Article 50 was invoked, this would mean early 
2019. 

There is one point I’d like to make: On the EU-side four institutions:  

1. the European Council,  
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2. the European Parliament,  

3. the European Commission and  

4. the Council of the European Union  

are involved in the negotiation process.  

If the deal is a “mixed agreement”, meaning that it affects EU 
competences (e.g. on trade policy) and member state competence (e.g. 
on foreign policy) then the agreement must be signed and ratified by the 
parliament of every member state!  

This means every EU country would have a veto-right!  

From a negotiation point of view it doesn't only increase the amount of 
time needed to reach a comprehensive agreement but also reduces the 
likelihood of a deal.  

 

Ladies and gentleman, dear students!  

Europe’s leaders are facing a great challenge: managing the future of a 
European Union, which no longer will include the United Kingdom.  

Governments also need a plan for dealing with the anti-European 
movement! 

This is not only an issue for the political agenda of today but there is also 
a great responsibility for the next European generation!  

The government of North Rhine-Westphalia has started to take 
responsibility and to develop it’s strategy on dealing with BREXIT.  

Naturally we are in close contact with our friends in the German federal 
government.	

In this context: Japan is a very important partner to us:  

• After London NRW is the biggest hub of Japanese companies in 
Europe  

• More than 500 Japanese enterprises are located there.  

• Many of them are also responsible for business with other 
European countries.  
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We organize meetings with representatives of the Japanese chamber of 
industry and prepare events for potential partners. We are available for 
questions. And we listen. This is one of the reasons why I am here. What 
are your views on BREXIT? 

After the state election in Mai 2017 the new government certainly must 
come up with a plan to cushion the possible impact of BREXIT on the 
European funds and therefore on the regions.  

This has to be one of the top points on the agenda of the next coalition 
agreement!   

And all in all: We shall continue the dialogue with our friends in the UK, 
the founding mothers and fathers of NRW, to safeguard and to 
strengthen those forms of partnership which are not affected by BREXIT 
like 

• town twinning,  

• cooperation in research and development and  

• cultural cooperation. 

Yes, we shall continue to communicate and to work together to find 
practical solutions for common problems.  

I started my talk today with exactly this observation. 

And this does mean: There is no reason to panic! 

And responsible politicians need the support of their electorate to find 
practical solutions which first and foremost must reduce the negative 
consequences of BREXIT for the people in a balanced way.  

 


