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Abstract 
 

 

NEEDHAM Derrick Jake, Bc. The potential impact of BREXIT on selected Companies 

[Student SVA] / Derrick Jake Needham – Matej Bel University, Banská Bystrica, and Poitiers 

University, Poitiers, France. Faculty of Economics, Masters : Business and Market Strategies. 

– Supervisor: doc. PhDr. Marián ŠUPLATA, PhD. – Qualification degree : Bachelors – Poitiers 

University : Faculty of Economics.  

The objective of the SVA work is to contextualise and demonstrate the impact of 

BREXIT on British and European companies depending on negotiation outcomes. The SVA is 

separated into two main parts. A Theoretical part that specifies the methods used to identify and 

select companies used as examples, accompanied by the explanation of the Regionalisation 

Theory by Rugman and Verbeke (2004). An Analytical part that determines the impact on the 

chosen companies’ trade through Britain by means of Strengths, Weaknesses, Opportunities 

and Threats (SWOT) analysis for each BREXIT scenario. The closure of the SVA includes the 

current ideal scenario for the British Economy. 
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Introduction 
 
 

In the contemporary, fast moving and evolving world we live in today, few things are 

as polarising and dividing as points of view, particularly in politics. These dividing opinions 

can have drastic effects on a population, especially when it concerns the future of a country and 

can change it forever. 

On the 23rd of June 2016, the face of British politics changed. The referendum that took 

place on that, now to be infamous day, was the vote on BREXIT. « Should the United Kingdom 

remain a member of the European Union or leave the European Union? »1, that is the question 

asked by the Electoral Commission of the British population. Decisively, that night, the results 

of the referendum appeared, not only on British televisions and news outlets, but everywhere 

and most likely on every news channel in the world. The United Kingdom has voted to leave 

the European Union. That day, 72,21% of eligible voters voted, 51,89% of those people voted 

Leave.  

The decision to leave the European Union has had a serious impact on the economy. First, 

the pound fell by 15% in under a few hours and since the vote has been crippled by uncertainty, 

leaving it hard to have any trust in the currency. Next, business investment took a big hit. If the 

country hadn’t had the vote, experts estimate that Britain would have reached £54.2 Billion in 

investment but since the vote, it has stagnated at £46.8 Billion. The leading spot of the G7 has 

since fallen to last place. Concerning GDP, economists have been able to simulate what it would 

have been should the vote have not taken place (or with another outcome) and have found that 

the economy should have grown by 17.61% from 2008, the current data shows that is solely at 

15.11%. For a more real-world example of the impact the property market is a perfect indicator, 

as it reflects the confidence level of consumers and whether they are willing to invest. Since 

Brexit there has been a fall in increasing prices in the whole country, in London these prices 

are no longer growing, and outside of the capital these prices are only rising by 1.2% compared 

to 6.7% in 2016.  

  

                                                            
1  https://www.electoralcommission.org.uk/find-information-by-subject/elections-and-
referendums/past-elections-and-referendums/eu-referendum/eu-referendum-question-assessment 
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I. Identification of Companies affected by BREXIT 

 

A. Regionalisation Theory 

 

“A perspective on regional and global strategies of multinational enterprises” 

otherwise known as the Regionalisation Theory was written by Alan M Rugman and Alain 

Verbeke. Published in the Journal of International Business Studies n° 35 in 2004, the paper 

aims to demonstrate through raw data and analysis that very few of the top 500 companies are 

properly globalised. Most are faced with one main issue, the innovative products that are sold 

do not keep their monopoly for extended periods of time, this pushes businesses to innovate 

more resulting in very high investment costs. This phenomenon is otherwise known as the 

“Global impasse”. Companies that manage to surpass these issues are named “Triad Powers” 

and means that they have equal market distribution throughout the Triad, while also being 

capable of properly exploiting the market’s weak points and remaining deeply anchored into 

the respective market. The authors of the Regionalisation theory compiled a list of issues related 

to the operation of Multinational Enterprises (MNEs) that include products not being available 

or attractive to customers in all countries, a perpetual necessity to change marketing strategies 

to remain competitive and the inability to transfer their Firm Specific Advantages (FSAs) which 

allow them to be more competitive in the home region of the Triad.  

Through their research, Rugman and Verbeke were able to determine a classification of 

MNEs and is as follows: 

- Home Region Orientated : At least 50% of sales are made in the home region of the 

Triad 

- Bi-regional: At least 20% of sales in two regions, with neither surpassing 50% 

- Host Region Orientated: At least 50% of sales in another region of the Triad than 

their own 

- Global: At least 20% of sales in each region of the Triad, while having none surpass 

50% 

This classification method used by the authors is the base to the identification of the 
companies in the following sub-sections. 
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B. Method of Identification 

 

To identify the companies that shall be studied, we will be looking for those that export 

mostly to European countries. These are businesses that abide by the Bi-regional classification 

in Rugman and Verbeke’s Regionalisation Theory, the reason for choosing this classification 

over the Home Region Orientated  is to allow for services companies that are more globalised 

than the goods manufacturers in the current global economy. The companies should then have 

at least 20% of their sales happening in two regions of the Triad. In this case, a British company 

should have at least 20% of their sales in the European Union. The willingness to choose two 

companies from different sectors is to demonstrate the impact of the various BREXIT scenarios 

will have upon them. The final choice came upon a goods company and a services company, 

this allows for the analysis between the type of company that is impacted, from the British 

perspective. The United Kingdom is the second biggest economy in the single market and 

analysing the impact of BREXIT from both the British and European perspective is vital.  

 

C. British Companies 

 

The two companies that have been chosen for the United Kingdom are Tesco, which 

represents the goods company, and Aviva which represents the services company.  

Tesco is a British multinational general goods and groceries retailer, it is the third largest 

retailer in the world by revenue with £57 Billion in 2018. Created in 1919, the company first 

expanded into Europe in 1996 by entering the Czech Republic, they accomplished this by 

buying the US cooperation Kmart’s operations in the country. Today they have 1135 stores in 

the Czech Republic, Ireland, Poland, Hungary and Slovakia, they are the market leaders in two 

of these countries. Tesco meets our criteria as 51,39% of their foreign sales are in Europe as 

shown below.  

 

Sales Revenue (In millions) Percent of Sales 

Tesco Central Europe £6343 51,4% 

Tesco Asia £4947 40,1% 

Tesco Bank £1051 8,5% 

Tesco Group Exports £12341 100,0% 

Table 1: Comparison of Tesco’s different exports destinations 

Source: Tesco 2018 Financial Report 
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 The reason that the sales in Britain have been removed from the total sales revenue of 

the company is to adhere to the settings of the Regionalisation Theory. As it only concerns 

exports to the regions of the Triad and thus does not include home country sales. There are no 

sales for the American region of the Triad as Tesco exited the United States of America in 2014 

after reporting losses of £1.2 Billion from their “Fresh & Easy” chain.  

 

The services company that has been chosen is the insurance group Aviva. Born in 2000 

through the fusion of Abeille Assurances, Norwich Union and CGU plc, the company has 19% 

of its operating profit in France with 2.8 million customers. European exports account for 71,6% 

of the company’s international business, with their implementation into the Asian region of the 

Triad their next target. The American region is poor for Aviva as the only country in which 

they are present is Canada despite numerous issues in 2017 from car insurance fraud that 

plagued the country and cost Canadians $2billion every year. 

The annual profit of the group is £17,4 Billion, while being implemented in 14 countries 

around the world. The main market is the United Kingdom, as 48% of customers are situated 

in the country. As said previously, the British numbers are not considered as the study solely 

concerns exports. 

Sales Revenue (In millions) Percent of Sales 

Aviva Europe £831 71,6% 

Aviva Asia £284 24,5% 

Aviva America £46 4,0% 

Aviva International Total 

Exports 

£1161 100,0% 

Table 2: Comparison of Aviva’s different export destinations 

Source: Aviva 2018 Financial Report 
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II. The influence of BREXIT on the functioning and 

growth of companies 
 

A Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis shows a matrix 

of information to easily decrypt the best situation for a company, investment or country.  

 

A. The case of a Hard BREXIT 

 

Hard BREXIT is the term given to the case where the United Kingdom leaves the 

European Union with no ties. That means no single-market and no customs union. The SWOT 

in this situation is as follows: 

Strengths: 

‐ Agreements with the EU 

‐ First World Power 

‐ Commonwealth 

Weaknesses: 

‐ No single market or customs union 

‐ Negotiations 

‐ Competitiveness 

‐ Attractiveness 

Opportunities: 

‐ New markets 

‐ New projects 

Threats: 

‐ Tariffs 

‐ Other countries 

‐ FDI 

Table 3: SWOT Analysis of Hard BREXIT 

 

The strengths of a Hard BREXIT are the negotiated agreements with the EU that shall 

lead to non-negligible economic help towards the country after leaving the single market. Along 

with Britain being the 5th most powerful country in the world, this means the negotiation of new 

trade deals with other countries should not be difficult. Finally, the United Kingdom’s old 

colonies in the commonwealth shall prove of great use, as political standings are good and will 

improve the chances of striking a mutually beneficial deal .  

The weaknesses for a Hard BREXIT are consequential, no single market or customs 

union implies that there will be no access for the UK to the single market or customs union, 

thus removing the biggest client for British exports. Also, the negotiations with other countries, 

the time it shall take for the United Kingdom to obtain new economic allies are a detriment to 

exports. The competitive advantage the British had will be lost as tariffs will be imposed on 
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exports which render them more expensive making them less competitive for European 

companies. Finally, the loss in competitiveness and access to the single market makes the 

country less attractive to investors abroad bringing the possibility of reduced FDI in the coming 

years. 

A Hard BREXIT gives the United Kingdom the opportunity to create new economic 

and political allies, in turn the companies will have access to new markets and the discovery of 

new strategies that are required to thrive within them. Negotiating with other countries enables 

the participation in projects that may not have been possible for the British before. 

 The threats brought on by this situation mean the United Kingdom is vulnerable to the 

possibility that tariffs could be imposed on goods, or at least import tax will be implemented 

on any exports to the EU. Unless this is negotiated, it will have a severe impact on the British 

economy. Also, during the negotiation times of trade deals, the British economy will slow 

down, this allows other countries to grow faster, giving the opportunity to be surpassed as the 

5th most powerful country in the world. As said above, a loss of attractiveness implies a loss of 

foreign investors, this in turn means losing FDI. Foreign Direct Investment is a non-negligible 

part of any economy, a loss of any percentage may have drastic effects on the economy. 

 

B. The case of a Soft BREXIT 

 

A Soft BREXIT is where the United Kingdom leaves the EU but keeps ties in the single-

market and customs union. They would be a part of both and allowed the benefit of trading with 

EU countries (like Norway) but would no longer be able to make decisions upon these policies. 

 

Strengths: 

‐ Single market and customs union 

‐ Commonwealth 

Weaknesses: 

‐ Not a true part of the EU 

 

Opportunities: 

‐ New markets 

‐ New projects 

Threats: 

‐ FDI 

 

Table 4: SWOT Analysis of Soft BREXIT 

 

The main difference between a Hard and Soft BREXIT is the strong link that will remain 

between the UK and the EU in the latter situation. That relationship is based around the United 

Kingdom staying within the single market and the customs union. This is what makes the main 
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strength of a Soft BREXIT, that along with the Commonwealth like in the Hard BREXIT 

situation that allows both to have the advantages of the EU and to negotiate new deals with 

other countries.  

The weaknesses link directly to the relationship existing between the two parties, as 

leaving the European Union removes the possibility for the United Kingdom to vote on the 

single market and customs union. Their concerns and opinions will be heard by the different 

institutions, but they no longer have the possibility to directly influence the actions taking 

places. Furthermore, the British scientists could lose the possibility to work on EU common 

projects like EURATOM. 

The opportunities and threats are similar to a Hard BREXIT as the prospect of new 

markets and projects stands no matter the situation. A reduction of incoming FDI is to be 

expected as the country must prove that their choice will benefit the economy, investors will be 

slightly more hesitant to support business ventures for future years.  

 

C. The impact of BREXIT on companies 
 

It is evident that the impact of any BREXIT is non-negligible and requires a rethinking 

of business strategies to enable continued competitivity and success.  

In the case of a Hard BREXIT, the loss of the single market and customs union implies 

tariffs or import tax on products being transported to the European Union. This is of great effect 

to any British goods present in Tesco supermarkets as margins will decrease, to compensate, 

the retailer must increase prices as to not loose revenue on the sale of a product. The increased 

prices of goods are a significant disadvantage to any company, as their competitiveness lowers, 

creating less sales, Tesco may be at risk of being surpassed as market leader in their European 

markets. Following, is the functioning of the company, the conception of borders between the 

two markets creates administrative complications. The need for proper licensing of products, 

conforming to different norms (in the case that British products do not have the same 

requirements) and the increased difficulty of transportation.  

The services company, Aviva, shall not be impacted as severely as Tesco. This is due 

to their products not being affected by the creation of borders, not having to cross them or have 

need for transportation. As for the functioning, complications are possible through the insurance 

of people travelling between the two entities, the EU insurance card that is given to anybody in 

the European Union will not be accessible to UK citizens.  
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The impact of a Hard BREXIT will not be as noticeable on large companies, they are 

able to absorb external shocks more effectively then SMEs. Having substantial funds and 

investors to back the firm are factors that are not available to the smaller companies. As shown 

in the table below, SMEs account for more than half of the amount of business and turnover in 

the United Kingdom. These companies being the most at risk during a Hard BREXIT signifies 

that the government must concentrate efforts on them to avoid a rise in bankruptcies. This can 

be done by means of subsidies or tax lightening to facilitate the transition between EU country 

and non-EU.  

Table 5: Number of British Businesses by Size 

Source: BEIS, Business population estimates 

 

A Soft BREXIT does not have the same effects as the above situation, as the UK stays 

within the single market and customs union. Allowing for the passing through borders easier, 

the avoidance of import tax and thus no loss of competitiveness for goods companies like Tesco. 

The functioning of the latter will remain similar as British goods must comply to EU standards 

in the single market, meaning no increase in costs relative to product norms. For services 

companies a Soft BREXIT might not have any impact at all as their products are not affected 

much by the Harder BREXIT scenario. Smaller companies might have difficulties to find 

financing from investors, as the latter shall wait for the situation to prove the economic worth.   

 

 

  

 
Businesses (1000s) Turnover (Billions) 

No employees 4278 £275 

SMEs (0-250 employees) 5660 £1994 

Large (250+ employees) 8 £1868 
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Conclusion 

 
The current climate of politics in the United Kingdom render the possibility to try and 

predict the future near impossible as no one can determine what the outcome will be after the 

numerous extensions. This is a worrying time for any British business man or foreign investor 

with investments in the UK’s economy, a currency that has lost its trust, companies that are 

lacking investments and trade deals that cannot be agreed upon. The UK Parliament has 

provided documents for SMEs that explain how to prepare themselves for each BREXIT 

scenario, but nothing can replace the borderless trading of the European Union’s single market. 

By looking at the data and different impacts, the least difficult of the situations seems to be a 

Soft BREXIT. From an economic point of view, the near unrestricted access to a major region 

of the Triad may not be replaced by trade deals and new economic allies.  

The sole possibility to know exactly the impact of BREXIT upon the British economy, 

is to wait for the infamous day that they leave.    
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