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A Guide To Brexit
What’s Next For Retailers?

The UK’s decision to leave the EU has created uncertainty for retailers, adding to an already challenging retail
environment. This paper agrees with the widely held view that these are trying times for retail, but concludes
that Brexit could be the incentive needed to make improvements to your business. We believe that the
winners will be those who are able to adapt quickly and implement initiatives which may have been on the
back burner for some time, creating a business which is better placed to withstand any shocks which may come
in the future.

Introduction
It would be impossible to avoid the story which has 
dominated the headlines since the end of June: the 
UK has decided to leave the EU. This result was an 
unforeseen shock (despite final polls suggesting that 
“Leave” was edging ahead), adding to the perfect 
storm of circumstances already being faced by 
retailers (e.g. the national living wage, the rise of the 
discounters, online). While the general consensus is 
that this is bad news for retail, some retail leaders 
have said the industry now needs to move on and 
seize opportunities.

This paper concludes that these are challenging times 
for retail, but we believe the winners will be those who 
are able to focus, act quickly and use Brexit as an 
opportunity to implement improvement plans which 
may have been on the back burner. Acting now should 
help to reduce the impact of Brexit on your business, 
and if the impact is not as bad as predicted, you will 
end up with a better, leaner, more competitive 
organisation.  

What is going to happen next?
Part of the current challenge is that nobody can 
confirm the timeline for Brexit or what type of 
relationship we will have with the EU. We may end up 
with a better arrangement than we have currently, we 
may end up with a less favourable agreement, or we 
may end up not leaving at all if the government alter 
their stance that “Brexit means Brexit”. 

This uncertainty is helping to fuel predictions of low 
consumer and business confidence, with the IMF in 
July revising down its projections for UK economic 
growth by 0.2% for 2016 and 0.9% for 2017 (figure 1). 
Indeed, pollster GfK stated that in the first few days of 
July 2016, consumer confidence dropped more than 
in any month for 21 years (The Financial Times: Brexit 
Barometer - 12/7/2016). Coupled with a falling 
exchange rate and the potential for supply chain 
complexity and regulatory divergence between the UK 
and the EU, it is not surprising that most retailers see 
the immediate future as potentially difficult.

Now that we have a new Prime Minister in Theresa 
May, we hope the timeline for Brexit will become 
clearer. In order to formally commence the exit 
process, May will need to trigger Article 50 of the 
Lisbon Treaty, but has made it very clear to EU leaders 
that this will not happen before 2017. She has stated 
we need to clarify in detail what the UK want out of a 
UK / EU deal before the button is pushed on 
beginning negotiations, and has said the UK want to 
maintain closest possible economic relations with our 
European neighbours. 

Rumours are now circulating that Article 50 may not 
be triggered until early 2018. David Davis has 
recruited less than half of the 250 staff required for the 
Department for Exiting the European Union and Liam 
Fox has less than 100 of the 1,000 resources needed 
in the Department for International Trade. Coupled 
with this, 2017 elections in France and Germany could 
push back the timing of Brexit, adding further 
speculation that we could leave later than planned 
(Reuters: Brexit could be delayed to late-2019 as 
government not ready - 14/8/2016).

Figure 1 - UK Annual % Change in GDP
Source: IMF World Economic Outlook Update, 19th July 2016
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Once Article 50 is triggered, we will have two years to 
complete the negotiations, during which time the UK 
will have no decision-making power within the EU, but 
our current trading relationships will remain in place. 
We may end up with a unique relationship with the 
EU, or may take some elements from the various 
models in existence with other countries (figure 2). 
When the two years are up, if no deal has been 
reached, we will default to WTO trading principles.

In light of the timelines being worked to, it is
unlikely that anything is going to change dramatically 
overnight. Article 50 has never been launched by a 
member before, so as our political leaders battle with 
what this means, this is a time for calm and rational 
decision-making amongst the retail community. 

What should retail leaders be doing now?
Retail leaders should act now to understand what is 
going on and develop plans to grow their businesses 
and improve efficiency with flexibility and pace. 
Initiatives could range from strategic planning through 
to building the capability of individuals. Brexit could 
be the burning platform to trigger positive change 
across your organisation.

1. Strategy
Create one tangible and joined up business plan to 
make sure everyone knows what you’re aiming for as a 
business. This will give you a clear structure against 
which to track progress, and will help make change 
happen far more quickly and effectively. 

Use scenario planning to help manage the uncertainty. 
This explores different ways Brexit could evolve, the 
impact each scenario may have on your business and 
what you should do to protect against any risks.

2. Grow Your Business
Find ways to grow your market share while less 
prepared rivals are struggling. Initiatives may include 
M&A, optimising store space and range to drive 
footfall and sales, and price and promotion 
optimisation to win new customers and generate 
profitable revenue. Take learnings from the 2008 
recession to understand what your customers are likely 
to want in the coming years and make sure you 
respond to these preferences.

Figure 2 – Other EU Trading Models

Norwegian Model

• Member of European 
Economic Area

• Full access to single 
market

• Obliged to make 
financial contribution

• Accept majority of EU 
laws

• Accept free 
movement of people

Swiss Model

• Member of European 
Free Trade Association

• Access to single 
market through 
bilateral agreements

• Obliged to make 
financial contribution 
(smaller than Norway)

• Apply some 
regulations 

• Accept free movement 
of people

Turkish Model

• Part of Customs Union
• No tariffs or quotas on 

industrial goods sent 
to EU countries

• Have to apply EU 
external tariff on goods 
imported from outside 
EU

• Customs Union does 
not apply to 
agriculture or services

Canadian Model

• Free trade agreement 
with the EU (yet to 
come into force)

• Excludes some foods 
(e.g. eggs; chicken) 
and some services 
(e.g. finance)

• Obliged to prove 
goods are made in 
Canada

• Took seven years to 
negotiate

WTO Model

• UK / EU relationship will default to WTO model if 
no deal is agreed two years after Article 50 is 
triggered

• The UK and EU would be obliged to apply the 
same tariffs and restrictions to each other which 
they apply to the rest of the world

• New tariffs would be imposed on 90% by value of 
the UK’s good exported to the EU
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3. Reduce Your Costs
Brexit may result in reduced underlying sales and 
increased operational costs, for instance as a result of 
a weaker pound pushing up the price of imports. This 
will add to the challenges retailers are already dealing 
with, such as the national living wage and grocery 
price war. Conduct a cost reduction review to make 
your business robust to any reduction in sales or 
increase in costs, applying lean six sigma principles to 
cut out waste and improve efficiency. Doing this in the 
right way will enable you to make things better for 
customers, easier for colleagues and cheaper for the 
business. Areas to consider could be head office, 
store processes, contact centres and supply chain.

4. Programme Management
Ensure you have a robust and effective programme 
management function in place underpinning any 
initiative you choose to implement. During uncertain 
times, it will be more important than ever to complete 
projects on time and on budget, and to maintain a 
primary focus on delivering the best outcome for your 
customers.

5. Capability Build
To improve the way your business is run, consider 
enhancing the capability of your employees, putting 
you in a better position to win over the coming years. 
Consider upskilling your teams in areas such as:
• Business case development – Give teams a good 

awareness of what business cases are about, and 
the skills needed to build them well

• Lean operations – Teach teams how to apply lean 
six sigma tools and techniques to improve 
efficiency

• Programme management – Provide employees 
with the tools and methods required to 
successfully run a project or programme to time 
and budget

• Analytics – Help your teams develop the skills 
required to use your data more effectively to 
support decision making

Conclusion
To conclude, these are uncertain times, and we are 
currently working with a lot of assumptions around 
what the future holds for retail. Against a backdrop of 
confusion and mixed messages, it is up to retail 
leaders to use Brexit as an opportunity to galvanise 
stakeholders and action improvement plans now 
which may have been under consideration for some 
time. 

If the Brexit fallout is challenging, you will be well-
positioned to be successful. If the Brexit fallout is not 
as bad as you think, you’ll have a leaner business 
which is better for customers, easier for colleagues 
and cheaper to run. 
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About PatelMiller
PatelMiller is a business consultancy t hat works closely with
its clients to develop their strategies and deliver their full
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consumer facing businesses. We combine the tools, m ethods
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