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Abstract

The UK's withdrawal from the European Union in 2020, as well as the 2016 referendum, had
a significant impact on the functioning of many economic mechanisms and even on the lives of
people in the European Union and the United Kingdom. The tightened scope of work after the
2020 pandemic has only worsened the state of many enterprises. Consumers faced heavy taxes on
imported goods and services, as well as restrictions on movement between countries. The article
presents a detailed analysis of the consequences of Brexit for different parties of the negotiations,
as well as illuminates the situation in 2021. Everything has become even more complicated with
the pandemic. In recent years, it has become increasingly difficult to reach a reasonable
compromise on how to get out of this crisis: the UK economy is shaken by shortages of medical
equipment, hospitals, and resources to save enterprises from COVID-19, while the introduction
of new taxes on trade with the European Union is becoming more complicated due to Brexit.
Brexit will not remain without economic consequences for the EU Member States and especially
for the United Kingdom. Much depends on future relations shaping between the EU and the
United Kingdom. It could lead to a decrease in British economic output by 10% or more.
According to some calculations, 45% of British exports of goods and 38% of British service
exports used to go to the European Union. After Brexit, new trade barriers and bureaucratic
obstacles for British companies are therefore to appear.
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Introduction

The pandemic has outranked Brexit as the dominant concern among the population of Great Britain
[Sampson, 2020]. And in the future, Brexit supporters are expected to have negative economic
consequences not on leaving the EU, but on the pandemic. The rights of citizens of both sides are also
protected despite Brexit: EU citizens living in the UK and the British who live in the EU are allowed
to continue to live and work there. But the withdrawal will probably still have negative consequences
for trade relations and economy, which should be prepared in advance.

Even before the crisis — since the referendum in 2016 — the United Kingdom lost importance for
some European countries as a sales market: for instance, German exports fell from 89 billion euros
(2015) to 79 billion euros (2019). The pandemic crisis intensified this trend, and the global economy
has been recovering slowly since then. Although some industries such as food and pharmacy were
hardly affected, the other ones — especially Covid-sensitive sectors such as tourism and leisure — were
severely damaged. This also applies to the economy of Great Britain, which lost part of its means of
exerting pressure in the withdrawal negotiations.

Today Great Britain desperately needs a domestic trade agreement with the EU. On both sides,
however, there is an interest in reaching a compromise quickly to avoid bureaucracy and minimize
negative consequences of Brexit. Either there is a deal or not, there will be a severe impact on British
economy and trade relations with the EU.

Materials and Methods

The research methods of the present paper imply the collection, analysis and systematization of
data from relevant sources of information in order to study the opinion of the world political community
and the economies of the UK and the EU on Brexit.

Results and discussion

Changes for the EU

Due to Brexit, the EU suddenly lost 66 million citizens. But what is even more important is the
impact on trade relations [Portanskii, 2020]. Both the UK and the EU were anxious to represent their
interests — making the negotiations on exit conditions so tough.

Apart from losing the United Kingdom's contribution to the EU budget, there are other
disadvantages for the EU and its member states, as leaving the internal market will lead to trade barriers
[Babynina, 2016]. If Great Britain is no longer bound by European environmental and consumer
protection standards, new trading conditions must apply — depending on the outcome as a privileged
partner, or like those to a third country.

The following example shows why Brexit will have negative consequences for all sides. One
industry in the that was surprisingly important is fishing. Although it represents only 0.1 of economic
output, the EU fisheries policy was considered a symbol of unwanted intervention by the EU member
states for advocates of the withdrawal.

With no foreign ships in British waters — as desired by the United Kingdom — more space would
remain for domestic fishermen. Were the negotiations failed, Britain would be able to expect more
yield in fisheries. However, it would no longer be able to export it to the EU as easily as they used to
because of "bureaucratic system™ involved in the exporting process. This development would of course
also be detrimental to European fishing companies: fishing fleets from France and the Netherlands
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would not be allowed to fish in British waters as before, which would probably lead to some
bankruptcies.

It remains to be seen exactly what the new trade relations will look like and how far-reaching the
consequences will be. The EU will not be able to make regulations directly, but it will be able to
intervene in countervailing duties if necessary.

Consequences for the UK

The effects can also be serious for British economy, as about 46% of British imports are from the
EU and a considerable proportion of exports are also to European Member States. Many products would
become more expensive for British citizens through tariffs, and access to the European sales market
would also be hindered [Rodygina et al., 2020]. A no-deal Brexit might even lead to confidence erosion
and devaluation of the British pound as a result. This also means that consumption would become more
expensive for people in Britain.

Companies have already been warned by the government to adapt to the new circumstances outside
the internal market. A letter to about 200,000 British businesses with trade relations in the EU said that
"the clock is ticking for companies” and everyone's cooperation is important so that Great Britain can
take advantage of the possibilities of an "independent trading nation with control over its own borders,
territorial waters and laws".

The repeatedly postponed deadline of an agreement and the resulting uncertainty about withdrawal
provisions have meant that many companies are not sufficiently prepared for the new trading
requirements. And what was aggravating is the pandemic, the restrictions, and their economic impact
in 2020.

Since the UK will not have the same advantages as EU members in the future, the movement of
goods will be significantly slowed down with restrictions and bureaucratic regulations. No more free
access to the internal market, less choice of skilled workers, less investment in the British economy
could drive the country into recession. A disorderly exit from the European trading zone could lead to
more bankruptcies in 2021-2022 and possibly cause the British economy about three times higher
financial damage than the corona crisis.

Brexit influence on businesses

European companies with British customers or partners must now review and, if necessary, adjust
their contracts (i. e. Determination of the place of jurisdiction, applicable law, etc.). When concluding
new contracts, possible consequences must be considered, and corresponding clauses must be included
in the related documents.

Companies without export experience outside the internal market must deal with export issues,
train employees, and make all necessary preparations for business relations with the UK (apply for an
EORI number, set up an ATLAS user account for electronic customs declarations, certificates of origin,
etc.). At the Chamber of Commerce, companies can carry out a Brexit check and see which questions
are still open and what needs to be done so that trade relations continue to run smoothly.

The country's withdrawal from the EU means a radical break for British companies. Businesses
must reposition themselves or give up the business completely. According to the Bank of England,
small losses adding up to economic damage that will cost the country 4% of growth in the long term.

A quarter of the six million small businesses in the United Kingdom export to the EU. Many have
stopped selling online for the time being because they do not want to pay the additional costs incurred
by customs duties themselves or pass them on to their customers.

For instance, among such companies are food suppliers the Cheshire Cheese Company from
Macclesfield. Health certificates alone are more expensive than the value of the cheese sold. The
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company is now considering setting up a distribution center in the EU to avoid the internal market
hurdles.

Consequences of Brexit for consumers

Life is becoming more expensive for British consumers. According to experts, inflation can already
be observed in food prices. Online shoppers are also surprised with parcel carriers demanding
substantial additional payments for orders from the EU. For example, the import sales tax of 20% is
now due. In addition, there are customs duties if the things were manufactured in third countries such
as China, Bangladesh, or Vietnam.

Thus, alleged bargains from the EU have quickly become an expensive mistake. Many let the
packages go back.

The pandemic still covers the full extent of the Brexit consequences. Since gastronomy, retail and
tourism are closed due to the lockdown and many factories are also working at minimal capacity,
economic activity in the UK is significantly lower than usual. According to the logistics platform
“Transporeon”, the freight volume via the English Channel is still around 40% below the normal level.
Lower demand takes some pressure from the supply chains.

Corona dampens the Brexit impact: if there were no lockdown, the UK would have supply
bottlenecks. But the truck traffic jams were missing, and the supermarket shelves were filled normally.
Imports are easier because the British government has not yet controlled the border in the first six
months.

Conclusion

Brexit will not remain without economic consequences for the EU Member States and especially
for the United Kingdom. Much depends on future relations shaping between the EU and the United
Kingdom.

It could lead to a decrease in British economic output by 10% or more. According to some
calculations, 45% of British exports of goods and 38% of British service exports used to go to the
European Union. After Brexit, new trade barriers and bureaucratic obstacles for British companies are
therefore to appear.
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AHHOTANUA

Brixon BenukoOputanuu u3 EBpocoroza B 2020 roay, Tak xe, kak u pepepenaym 2016 roxa,
OKa3aj CYNICCTBCHHOE BIUSHUE Ha (YHKIIMOHHPOBAHHE MHOTHX SKOHOMHUYECKHX MEXaHHU3MOB H
Ja)ke Ha TOBCEIHEBHYIO Ku3Hb miofeil B EBpocoro3e u CoenunenHom KoponescTse.
VYkecToueHHbIE paMKH paboThl mocne nanaemun 2020 roga TOIBKO YCYTYOMIH TMOJOXKEHUE Ael
MHOTUX TpeanpusaTaii. [loTpeOuTeN CTOIKHYIUCh ¢ OONBIIMMH HAJIOTAaMU Ha UMIIOPTHPYEMBIE
TOBapbl M YCIYTd, TaKKe C OTPaHUYCHUSMH B TICPEABMKCHHH MEXIy CTpaHaMH. B crarbe
MpPE/ICTaBICH MOAPOOHBIA aHAIM3 MOCIEACTBHI BpekcuTa njs pa3sHBIX CTOPOH MEPEroBOpPOB, a
Taroke moioxeHue nen Ha 2021 rox. Kak um3BecTHO, cuTyanus emie OONbIle YCIOKHUIACH C
MPUXOJOM TaHJIEeMUU. B TocieHue ToJpl MPHHTH K pa3yMHOMY BBIXOAY U3 JaHHOTO KpHU3HCa
CTAaHOBHUTCS BCE CIIO)KHEE: DKOHOMHUKY BeIMKOOpHTaHWU MOTpsSCaeT HEXBaTKa MEIUIIMHCKOTO
000opyI0BaHus, TOCIIUTANIEN U CpeIcTB Ha coxpanenue npeanpustuit or COVID-19, B To Bpems kak
BBEJICHUE HOBBIX MOIILJINH MPHU TOProBie ¢ EBpocorozom ycioxHseTcs BBUAY bpekcura.
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