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he tenth anniversary of the 23 June 2016 referendum has brought the political,

economic, and social consequences of Brexit back to the forefront of public

debate. Afull decade has now passed, allowing for an assessment of the United
Kingdom’s withdrawal from the European Union that moves beyond the immediacy of
initial reactions and towards a more measured and nuanced evaluation.

This report argues that the United Kingdom did not suffer the collapse so widely pre-
dicted at the time; rather, it has undergone a process of gradual ‘shrinking’ —a perma-
nent depression of its growth trajectory, a weakening of its position within the Euro-
pean economic system, and a transition from an influential actor within a major bloc
to a middle power navigating the international order alone.

Inresponse to this challenge, experts from the Sobieski Institute and Deloitte, together
with the report’s other contributors, offer an in-depth, multidimensional assessment
of the aftermath of Brexit across its economic, political and social dimensions. The
study seeks to capture in full the consequences of the United Kingdom’s departure
from the European Union and concentrates on the following themes:

The economic dimension. To reduce the benefits of EU membership to subsidies alone
is afundamental error. The true foundation of growth — as the evidence plainly demon-
strates' - lies not in financial transfers but in unimpeded access to the single market.
The case of the United Kingdom illustrates this point precisely. As a net contributor to
the EU budget, the country ought, in principle, to have gained financially from Brexit.
However, the opposite occurred: having left a deeply integrated market, the British
economy weakened significantly. This carries a salient lesson for Poland — one to bear
in mind in particular now, as the country grows wealthier and its net position within
the EU budget inevitably shifts.

A narrow focus on formal sovereignty can prove to be a trap. The British experience

demonstrates that the recovery of a state’s formal sovereignty does not release it
from the dense web of global and regional interdependencies. Although the British

1 Deloitte, 20 lat Polski w Unii Europejskiej— bilans korzysci gospodarczych, Deloitte Polska, Warsaw 2024.
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Parliament reclaimed the full range of its legislative powers, this theoretical freedom
immediately collided with the realities of a deeply integrated economy. In practice,
London’s operational agency remains constrained by the need to preserve regulatory
alignment with the EU market and by the rigidity of global supply chains. Moreover,
the old European ties have been replaced by new external strategic dependencies,
which successive governments have confronted without a coherent vision for the
reshaping of the state. Leaving the European Union thus brought a reconfiguration
of existing constraints rather than the promised restoration of control, exposing the
profound divergence between formal sovereignty and the genuine capacity to pursue
the state’s own objectives.

Brexit did not resolve the problems of the provinces. Paradoxically, the regions that
provided the strongest support to Brexitin 2016 have borne the heaviest burden of its
economic consequences. There, the vote to leave was an expression of revolt by former
industrial centres against the London modl of globalisation and against entrenched
structuralinequalities. Yet in place of the ‘levelling up’ promised by the government,
these regions experienced a significant economic slowdown after the referendum.
The loss of frictionless access to the EU market disrupted local supply chains, while
the new domestic instruments —among them the UK Shared Prosperity Fund - proved
considerably less generous than the EU structural funds from which those regions
had previously benefited. Brexit, therefore, not only failed to solve the problem of
the ‘geography of discontent’ but deepened it, with the old, industrial regions paying
the highest price for the state’s voluntary economic disintegration.

Brexit was, furthermore, delivered on the promise of regaining control of the borders,
and it did subject EU citizens to the same points-based system as third-country nation-
als. Even so, it coincided with a de facto liberalisation of non-EU migration and with
record net migration, reaching approximately 944,000 in the year ending March 2023.2
What changed, however, was the national composition of those arriving in the United
Kingdom - from predominantly European to predominantly non-European — a shift
accompanied by a fallin the number of EU students and arise in applications for inter-
national protection.

The 2016 referendum did not initiate a crisis of the political system; it was a failed
attempt to resolve problems that had been accumulating for decades - the culmina-
tion of a long-running crisis of representation rather than its origin. Brexit accelerated
the most far-reaching restructuring of the party system in a century: it eroded the
Conservative-Labour duopoly and opened the political stage to anti-establishment
movements. It also exposed tensions within a multinational state —in Scotland, North-
ern Ireland and Wales. The growing strength of parties beyond the traditional duopoly
suggests that this crisis of representation, of which the referendum was just one of the
symptoms, has not been overcome but has merely assumed new forms.?

2 M. Sumption, B. Brindle, PW. Walsh, Net Migration to the UK, Migration Observatory, University of Oxford, Oxford 2025,
https://migrationobservatory.ox.ac.uk/resources/briefings/long-term-international-migration-flows-to-and-from-the-uk/.

3 P. Biskup, Wzrost poparcia dla partii antyestablishmentowych w Wielkiej Brytanii, ‘Biuletyn PISM’ 2024,
https://pism.pl/publikacje/wzrost-poparcia-dla-partii-antyestablishmentowych-w-wielkiej-brytanii.
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Despite its departure from the EU, the United Kingdom has remained one of the pillars
of European security —as became especially clear in the wake of Russia’s aggression
against Ukraine. From Poland’s perspective, the most unexpected outcome of the
decade has been the deepening of Polish—British relations, which have turned into
one of the closest strategic partnerships in Europe. It rests on a shared assessment
of threats, on defence and industrial cooperation, and on a fundamental shift in the
British perception of Poland — from a country associated mainly with migration to a key
partner and co-architect of the continent’s security. The British experience demon-
strates that departure from a deeply integrated market entails lasting costs, and that
formal sovereignty does not free a state from economic interdependence in a heavily
globalised world. Poland — bound to the single market far more tightly than the United
Kingdom ever was — should consistently deepen European integration, pursue a prag-
matic migration policy grounded in labour-market realities, and, in parallel, cultivate
its strategic partnership with the United Kingdom as a durable element of its security
policy. The debate over Poland’s place in the European Union ought not to be confined
to the question of EU transfers alone.
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BREXIT IN NUMBERS

ECONOMY: A DECADE AFTER BREXIT
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Prime Minister David Cameron announced a referen-
dum on the country's membership in the European Union.
In his speech, he called on voters to remain in the bloc.

23 January

2013

The first referendum in which the British
electorate could vote against continued
membership within the European structures
—at the time, the European Economic Commu-
nity (EEC). Voters ultimately chose to rema-
in within the European common market.
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The Conservative Party won
the general election, having pledged
—among other things — to hold
areferendum on the UK's mem-
bership of the European Union.
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THE ROAD TO THE EU REFERENDUM .

eXxi

Continued access to the Single Market

is vital for British businesses and British

jobs. Since 2004, Britain has been the de- WALES
stination for one in five of all inward invest- 47,5% | 52,5%
ments into Europe.

And being part of the Single Market
has been key to that success.

. ‘Bloomb h; 23 2013
ameron, ‘Bloomberg speec Clisciig GIBRALTAR

0, o
/ g 95,9% | 4,1%

- A




Turnout in the referendum reached

72.2% of those eligible to vote, ) The United Kingdom
of whom 51.89% voted to leave ‘vc left the European Union
the European Union. , at midnight

on 31 January 2020.

|
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The Withdrawal Agreement Bill received Royal Assent from
Queen Elizabeth II, passing into law as the European Union
(Withdrawal Agreement) Act 2020.

On 29 January 2020,
the European Parliament approved
the agreement by 621 votes to 49,
with 13 abstentions.
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enyears after the referendum of 23 June 2016, Brexit remains one of the most

significant political, economic and geostrategic events in modern European

history. For the first time, a Member State chose to leave the European Union,
setting in motion a process that would change not only the future of the United King-
dom but also the way Europe thinks about integration, state sovereignty and its own
place in the world. Today, a decade on from that turning point, a more measured and
nuanced assessment of Brexit’s effects is possible — one free from the emotion of the
referendum campaign and from the political disputes that dominated British public
debate for years.

The United Kingdom’s experience is of particular importance for all European states,
for Brexit was not only a political project but also a major economic, institutional and
social experiment. Advocates of leaving the European Union promised to regain full
control over borders, law and economic policy, and the creation of a new vision of
‘Global Britain’ — a more flexible and competitive state, active on the international
stage. Opponents warned of a weakened British economy, of international marginali-
sation and of widening social divisions. A decade later, reality has proved more com-
plex than either side predicted.

One of the mostimportant lessons of the past decade is the evident absence of a coher-
ent strategy defining the United Kingdom’s position after leaving the European Union.
Successive governments focused above all on delivering the withdrawal process
itself, while a long-term vision of a new model of economic and political development
remained ambiguous. In the end, the concept of a so-called hard Brexit prevailed,
subordinating economic and regulatory questions to the political goal of regaining
formal sovereignty.

At the same time, the events of recent years show that even outside the structures of
the European Union, the United Kingdom remains deeply tied to the continent. Grow-
ing cooperation on security, new forms of political coordination, and the debate over
rejoining selected European programmes such as Erasmus+ - allindicate thata com-
plete separation of the United Kingdom from Europe has never been possible.

15
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Brexit, however, is not solely a story of economic costs, political tensions or the redefini-
tion of British sovereignty. One of the mostinteresting—and least expected —outcomes
of the pastdecade has been an unprecedented deepening of Polish—British relations.
Contrary to the fears that surfaced after the referendum, the United Kingdom did not
cease to be a key partner for Poland, and Poland became one of London’s mostimpor-
tantallies in Europe. A shared view of European security, the role of NATO, the approach
to Russia, and support for Ukraine has created the foundation for a new strategic part-
nership. In many areas, Polish—British relations are closer today than they were during
the United Kingdom’s EU membership. Itis precisely this phenomenon that should be
counted among the most significant political outcomes of the post-Brexit era.

This report offers a comprehensive assessment of the first decade after Brexit. It com-
bines economic, political, social and geostrategic perspectives, capturing both the
British experience and its significance for Poland and Central Europe. Its aim is not
merely to summarise the events of recent years but to draw wider conclusions about
European integration, the functioning of contemporary democracies, and the chal-
lenges facing medium-sized states in an unstable international environment.

The report opens with an Executive Summary and a compilation of key data in the
section Brexit at a Glance, presenting the principal economic, social and political
indicators that illustrate the scale of the changes that have taken place in the United
Kingdom since 2016.

The introduction — Brexit a Decade On- offers an overall assessment of the United
Kingdom’s withdrawal from the European Union and lays out the main research ques-
tions that frame the structure of the report.

The second chapter, The Impact of the Brexit Decision on Economic Growth, is
devoted to the economic consequences of Brexit. It is written by Julia Patorska, Dr
Aleksander taszek and the Deloitte team, who, drawing on extensive access to a wide
range of data, analyse the impact of new trade barriers, regulatory changes, invest-
ment and developments in the labour market. The chapter discusses foreign trade and
economic relations with the European Union, labour shortages, economic growth and
investment, and how Brexit has affected the operations of businesses and corporations.
A separate section by Zuzanna Hebdzynska, a researcher specialising in European
migration and asylum policy, addresses the migration paradox —the changes in the
structure of migration and educational mobility following departure from the European
Union. Dr Piotr Arak, chief economist of VeloBank and former director of the Polish
Economic Institute, in turn analyses the public finances, the functioning of sectors
particularly exposed to the effects of the United Kingdom’s exit from the EU, and the
widening developmental disparities between London and the country’s other regions.

16
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The third chapter, The Political System and the State after Brexit, prepared by Dr
Przemystaw Biskup of the Polish Institute of International Affairs, focuses on the
transformation of the British political system. The author analyses changes in the party
system, the durability of the new political divisions, the tensions surrounding Scot-
land and Northern Ireland, and the practical dimension of recovered sovereignty. The
chapter shows that Brexit emerged as not only a project concerning relations with the
European Union but also as an event that profoundly reshaped the British state itself.

The report also draws on the contribution of Prof. Anand Menon, director of the British
think tank UK in a Changing Europe, who examines the United Kingdom in the after-
math of the Brexit referendum, interrogating both the architecture of Brexit itself and
the post-Brexit environment in which the British state now operates.

The fourth chapter, Polish-British Relations, 2016-2026: From Brexit to Strategic
Partnership, prepared by Prof. Arkady Rzegocki—former Ambassador of the Republic
of Poland in London and subsequently in Dublin, and former Head of the Polish Foreign
Service —traces the development of relations between Warsaw and London after 2016.
The chapter discusses the building of the strategic partnership; political, military and
economic cooperation; the significance of the Polish diaspora in the United Kingdom;
and the changes in social mobility following the departure from the EU. It shows that,
despite the United Kingdom’s exit from the European Union, Polish—British relations
have entered a new and exceptionally dynamic phase of development.

The report closes with Key Recommendations, prepared jointly by experts of the
Sobieski Institute. In this section, the authors seek to offer a concise answer to the
question of what the United Kingdom has become after Brexit, and what lessons its
experience holds for Poland, Central Europe and the European Union as a whole.
The recommendations highlight the numerous challenges associated both with the
United Kingdom’s withdrawal from the EU and with crises unconnected to it, such as
the COVID-19 pandemic and Russia’s full-scale aggression against Ukraine. They are
addressed to political decision-makers as well as to the business and expert com-
munities.

We have been able to bring together an exceptional body of contributors represent-
ing a range of communities —academic, analytical and expert—from both sides of the
English Channel. One of the contributors, Prof. Anand Menon, director of the renowned
British think tank — UK in a Changing Europe, provided his expertise to the report. He
analysed the situation in the United Kingdom following the Brexit referendum, examin-
ing both the architecture of Brexit itself and the post-Brexit environment.

17
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All of them combine scholarly achievement with practical experience gained in public
administration, diplomacy, international institutions, the financial sector and research
organisations. As a result, the report unites analytical rigour with a practical view of
political and economic processes.

The publication is the product of a collaboration between the Sobieski Institute and
Deloitte, bringing together the experience of one of Poland’s foremost research insti-
tutes in international affairs with the expertise of specialists in economic and regula-
tory analysis. Deloitte — one of the world’s oldest audit firms —was founded in London
in 1845, just as Britain ushered in the era of free trade by repealing the Corn Laws. It
is the consequences of that order, nearly two centuries on, that this report sets out
to examine.

We hope this report will serve as avaluable resource for policymakers, experts, entre-

preneurs and all those invested in the future of Europe, the United Kingdom’s place in
the world, and the next chapter of Polish-British relations.

18
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en years on, the United Kingdom’s decision to leave the European Union

has left it poorer by between 6% and 8%. Before 2016, the United Kingdom

had been one of the most dynamic large economies in the European Union;
however, over the following decade, its growth slowed significantly, and it began to
fall behind other developed countries. To quantify the scale of this effect, Bloom et al.*
compared the United Kingdom’s growth before and after Brexit with that of thirty-three
highly developed countries. Their benchmarks ranged from a simple arithmetic average
to more sophisticated measures accounting for the size of economies and trade links,
aswell as a synthetic ‘doppelganger’ of the United Kingdom, constructed from the data
of other countries so as to track its pre-2016 path. Whichever approach was used, the
results were similar: British growth slowed substantially, and after ten years, GDP per
capitais 6%-8% lower than it would have been had pre-referendum trends continued.

The Brexit decision was a clear turning point. The approach adopted by Bloom et
al.® naturally raises the question of the extent to which pre-2016 trends can be cred-
ibly extrapolated over the subsequent decade. In the present case, however, such an
extrapolation appears well justified. First, comparing the UK’s GDP growth with that of
other countries allows factors affecting the world economy as a whole to be taken into
account. Second, as we show below, firm-level microeconomic evidence corroborates
the existence of a negative effect. Third, the referendum result came as a surprise, forc-
ing firms to change the way they operated. Crucially, the key moment here is not the
United Kingdom’s departure from the European Union itself but the referendum: from
that point on, firms were already factoring a UK outside the Union into their decisions.

4 N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit, NBER Working Paper, no. 34459, National
Bureau of Economic Research, Cambridge (MA) 2025, https://www.nber.org/papers/w34459.

5 Ibid.
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GDP PER CAPITA CROSS-COUNTRY COMPARISON
COMPARISON WITH A COUNTERFACTUAL
NO-BREXIT SCENARIO

EU REFERENDUM BREXIT
’g 140 EU MEMBERSHIP E TRANSITION PERIOD E OUTSIDE THE SINGLE MARKET
" i i
g === UK synthetic ! ]
2 : :
2 === Other countries i 1
| |
é 120 | === (unweighted average) ' ;
§ 25th-75th percentile E E
a ' ™ em=e
) ! Ny o7
10th-90th percentile ! N STl
100 '
E Estimates suggest that
! UK GDP per capita is
: 6-8% lower
i h than in a counterfactual scenario
! ] based on pre-referendum trends.
80 : 5
01Q 2012 01Q 2014 01Q 2016 01Q 2018 01Q 2020 01Q 2022 01Q 2024 01Q 2025
999 ! .
aaa F28lEsKl O () Jiiree

The forecasts made during the debate over the United Kingdom’s departure

from the European Union proved highly accurate. The negative effects of Brexit
come as ho surprise.

Economists are often said to be very good at explaining why their forecasts did not come
true — a reflection of the still limited accuracy of macroeconomic prediction. While
forecasting in many fields, from the weather to sports results, has improved consider-
ably over the past few decades, no comparable progress is visible in economics®. This
stems, among other things, from the many simultaneous and hard-to-predict factors
that affect the economy, from wars to technological change, politics and regulation.
Moreover, firms and households continuously adjust their behaviour to changing fore-
casts. The accuracy of economists’ forecasts in the case of Brexit reflects the fact that
the decision affected fundamental and well-understood channels of economic growth,
particularly international trade, specialisation, and extensive value-chain integration.

6 See. eg. N. Silver, The Signal and the Noise: Why So Many Predictions Fail — but Some Don’t, New York 2012; P.E. Tetlock, D. Gardner,
Superforecasting: The Art and Science of Prediction, New York 2015.
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It was the scale of the negative consequences that proved surprising. Of the
eleven formal ex ante analyses the International Monetary Fund carried out in 2016

on the impact of what was then only a potential Brexit on the UK economy, eight
pointed to a strongly negative impact, two to a moderately negative one, and one
to a positive impact.

The average of the forecasts assumed a fall in the UK’s GDP of about 4%.” A factor
that was probably underestimated was the complex and time-consuming negotiation
of the terms of the United Kingdom’s exit from the European Union, which introduced
an uncertainty that amplified disruptions to international trade.

Forecasts assuming a positive impact of Brexit on the UK economy rested on
implausible assumptions. Although most studies pointed to negative effects of leaving
the Union, some authors also spoke of potential net benefits®. Those results, however,
rested on very strong assumptions of unilateral tariff elimination by the United King-
dom and of deregulation, ignoring the political economy and the nature of the forces
driving Brexit, among which at least two very different camps converged. Some sup-
porters of leaving the EU hoped for deregulation and a more open economy, which, in
theory, might have brought certain benefits. At the same time, however, many Brexit
supporters sought a more isolationist United Kingdom that would ‘protect’ its domestic
market and home-grown firms —which in practice meant less competition and slower
productivity growth. Itis now clear that British policy after 2016 was closer to the sec-
ond of these options. Crucially, although the European Union is a significant source of
regulation, some of the least well-designed and most growth-inhibiting rules originate
in national legislation. In the United Kingdom, one of the principal constraints to devel-
opment is a restrictive planning regulation that limits housing supply, contributing to
high house prices and reduced affordability. The consequence is a deterioration in the
built environment, slower urban development, and reduced labour mobility. These are
fundamentally domestic policy challenges that withdrawal from the European Union
was not capable of addressing.

7 International Monetary Fund, United Kingdom: Selected Issues, ‘IMF Staff Country Reports’ 2016, no. 2016/169, Washington (DC)
2016.

8 Eg. P. Minford, Understanding UK Trade Agreements with the EU and Other Countries, Cardiff Economics Working Papers,
no. E2016/1, Cardiff Business School, Cardiff 2016.
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21 WHY DID THE COSTS OF BREXIT
PROVE SO HIGH?

Rising uncertainty and restricted access to the EU single market trans-
lated into slower GDP growth after Brexit. Once the referendum results
were announced, British firms had no clarity about the future shape of domes-
tic regulation or the terms of access to the single market. As a result, they
suspended some investment and curtailed their expansion abroad. As the
terms governing access to the EU market became clearer, the adverse effects
of higher tariffs and other non-tariff barriers to single-market participation
increasingly began to materialise.

The negative macroeconomic effects of Brexit are visible in both macro-
and microeconomic data. Bloom et al.® supplement the macroeconomic
analysis with a microeconomic dimension, drawing on data from the Deci-
sion Maker Panel (DMP) - a survey designed specifically to capture firms’
uncertainty surrounding the United Kingdom’s exit from the EU in all its com-
plexity and across its full time span. As early as the first years after the ref-
erendum, almost 40% of firms cited Brexit as one of the three main sources
of uncertainty.

In the most recent study, DMP data were used to construct a synthetic index
of firms’ pre-referendum exposure to the EU across six dimensions: exports,
imports, employment of EU workers, the importance of EU regulation, the
share of EU directors, and EU ownership. This index was then combined
with accounting data from the FAME database, enabling a difference-in-dif-
ferences method with firm and time fixed effects. This allowed the authors
not only to assess whether firms more exposed to the EU recorded weaker
growth in investment, employment and productivity after 2016, but also to
identify, in part, the channels through which those effects were transmit-
ted — mounting uncertainty, expected falls in sales, and managerial time
absorbed by preparations for regulatory and trade change.

Investment was among the areas most affected by Brexit. The fallin invest-
ment stemmed above all from the fact that firms lost clarity about the future
business environment, particularly with regard to their relationship with the
EU. Not knowing what tariffs, regulations or administrative barriers would
apply, many businesses held back or scaled down new projects. In practice,
firms deferred investment until the outlook became clearer. This was par-
ticularly evident among businesses with greater exposure to the EU market,
for which the risks associated with changes in trading arrangements were
highest. Bloom et al." estimate that, in macroeconomic terms, business

9 N. Bloom, P. Bunn, S. Chen, P. Mizen, P. Smietanka, G. Thwaites, G. Young, Brexit and Uncertainty: Insights from the
Decision Maker Panel, ‘Fiscal Studies’ 2018, vol. 39, no. 4, pp. 555-580.

10 Ibid.; N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.

11 N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
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investment was around 18% lower by 2025 than in a no-Brexit scenario, while micro-
economic estimates point to a fall of around 12% by the 2023/24 financial year. Earlier
analyses reached similar conclusions: Springford estimated that by the second quarter
of 2022 the level of investment in the United Kingdom was around 11% lower than in
a counterfactual ‘doppelganger’?, while Haskel and Martin' found that after the ref-
erendum business investment in the United Kingdom essentially came to a halt, with
a range of comparative methods suggesting that a significant part of this weakness
was indeed linked to Brexit.

The impact of Brexit on trade materialised both through the years of uncertainty
preceding the change of trade regime and through the rise in non-tariff barriers
after 2021. Dhingra and Sampson stress that between 2016 and 2020, Brexit acted
above all as a shock to expectations and uncertainty about the future UK-EU eco-
nomic relationship, influencing firms’ decisions even before the new trade rules took
effect.” Crowley, Exton and Han, in turn, show that uncertainty about future access
to the EU market constrained the entry of British firms into export markets in the very
first months after the referendum, an effect that intensified over time.” Once the Trade
and Cooperation Agreement took effect, the trade consequences became more direct:
Freeman et al. estimate that leaving the single market and the customs union led to an
immediate and lasting fall in goods trade with the EU, reducing the United Kingdom’s
total exports by 6.4% and imports by 4.4% within the first two years, with smaller firms
hit particularly hard."

Productivity declined mainly at the within-firm level, and to a lesser extent through a less
favourable allocation of resources between firms. Bloom et al. estimate that by 2025
labour productivity in the United Kingdom was around 3-4% lower than in a no-Brexit
scenario, while microeconomic results point to a fall of around 3.4% in private-sector
total factor productivity by 2023/24."” From a macroeconomic perspective, Broadbent
etal. interpret the post-referendum adjustments as the economy’s response to infor-
mation about a future slowdown in productivity growth in the tradable-goods sector,
which helps explain the weakening of growth, investment and consumption after 2016."

12 J. Springford, The Cost of Brexit to June 2022, Centre for European Reform, London 2022,
https://www.cer.eu/sites/default/files/insight_JS_costbrexit_21.12.22.pdf.

13  J.Haskel, J. Martin, How Has Brexit Affected Business Investment in the UK?, Economics Observatory, Bristol 2023,
https://www.economicsobservatory.com/how-has-brexit-affected-business-investment-in-the-uk

14 S.Dhingra, T. Sampson, Expecting Brexit, CEPR Discussion Paper, no. 16970, Centre for Economic Policy Research,
Paris—London 2022, https://cepr.org/publications/dp16970.

15 M.A.Crowley, O. Exton, L. Han, Renegotiation of Trade Agreements and Firm Exporting Decisions: Evidence from the Impact of Brexit

on UK Exports, Cambridge Working Papers in Economics no. 1839, Faculty of Economics, University of Cambridge, Cambridge
2018, https://doi.org/10.17863/CAM.27669

16 R.Freeman, M. Garofalo, E. Longoni, K. Manova, R. Mari, T. Prayer, T. Sampson, Deep Integration and Trade: UK Firms in the Wake
of Brexit, CEP Discussion Paper No. 2066, Centre for Economic Performance, London School of Economics and Political Science,
London 2024, https://researchonline.lse.ac.uk/id/eprint/126762/; N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites,

The Economic Impact of Brexit.

17 N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.

18 B. Broadbent, F. Di Pace, T. Drechsel, R.J. Harrison, The Brexit Vote, Productivity Growth, and Macroeconomic Adjustments
in the U.K., ‘Review of Economic Studies’ 2024, vol. 91, issue 4, DOI:10.1093/restud/rdad086.
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Microeconomic accounts, by contrast, emphasise channels such as reduced invest-
ment in intangible assets and technology, weaker innovation, higher organisational
costs, and the diversion of managerial time to Brexit preparations, which weakened
productivity directly at the firm level.™

Brexit also caused a fall in employment, although on a smaller scale than in the
case of investment. Bloom et al. estimate that the level of employment in the Brit-

ish economy was around 4% lower by 2025 than in a remain scenario, while micro-
economic results point to a fall of around 3% for the economy as a whole by the
2023/24 financial year.?°

More broadly, the IMF had warned even before the referendum that leaving the EU
could weigh on the labour market through weaker trade, lower investment and poorer
growth prospects?!, while Dhingra and Sampson conclude ex post that the main chan-
nels of Brexit’s impact were higherimport prices, lower investment and slower growth
in real wages and GDP - consistent with a picture of weakened demand for labour.?
The analysis by Bloom et al. shows that firms with greater exposure to the EU market
experienced weaker employment growth following the referendum than firms with
less exposure®,

A comparison of the macro- and microeconomic results leads to the conclusion that
Brexit had a broad, multi-channel and lasting negative impact on the British economy.
The new estimates by Bloom et al. point to a higher and more durable cost than some
earlier ex post assessments had suggested, although the direction of the effect remains
consistent with earlier institutional forecasts and the later empirical literature.? In this
sense, the most recent research reinforces rather than overturns the earlier consen-
sus, according to which the economic costs of Brexit were distributed across trade,
investment, productivity, prices and — indirectly — the labour market.?

19 N.Bloom, P.Bunn, S. Chen, P. Mizen, P. Smietanka, G. Thwaites, G. Young, Brexit and Uncertainty: Insights from the Decision Maker
Panel; N. Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.

20  N.Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
21 International Monetary Fund, United Kingdom: Selected Issues.

22 S.Dhingra, T. Sampson, Expecting Brexit.

23 N.Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
24 |bid.; International Monetary Fund, United Kingdom: Selected Issues.

25  S.Dhingra, T. Sampson, Expecting Brexit; B. Broadbent, F. Di Pace, T. Drechsel, R.J. Harrison, The Brexit Vote, Productivity Growth,
and Macroeconomic Adjustments in the U.K.
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2.2 AWEAKERECONOMY LOWERED LIVING
STANDARDS AND THE SECURITY
OF THE UNITED KINGDOM

The negative economic effects of the decision to leave the European Union fed
directly into wages and, in turn, into living standards in the United Kingdom. Brexit
affected pay above all by worsening the dynamics of real wages, rather than through
a direct and uniform fallin nominal wages.? In the period immediately after the refer-
endum, the decisive factor was the depreciation of the pound, later compounded by
slower productivity growth and, consequently, slower wage growth.

A weaker pound drove up consumer prices and forced firms to adjust. Immedi-
ately after the referendum of 23 June 2016, the pound sterling depreciated sharply —
which, as Sampson, Leromain, Novy and Breinlich? note, raised import prices and fed
through into higher consumer inflation. These authors estimate that the referendum-
related depreciation increased the level of consumer prices in the United Kingdom by
around 2.9% in total, equivalent to an increase of around £870 a year in the cost of liv-
ing for the average household. At the same time, firms feeling the negative effects of
Brexit slowed wage growth and reduced investment in their workers. Costa, Dhingra
and Machin show that in sectors more dependent on imported intermediate goods,
the post-referendum rise in costs was partly absorbed by firms through slower wage
growth and reduced investment in staff training.?

Restricting the inflow of workers from Europe did not translate into higher wages
for British workers. After the end of free movement, Brexit also generated supply-side
pressures in the labour market that may have increased wage pressure locally, but did
not change the overall unfavourable macroeconomic picture?. Portes and Springford
estimate that by mid-2022, the British labour market showed a shortfall of around
330,000 workers relative to a counterfactual scenario in which the earlier mobility
rules had been maintained, with these shortages concentrated above all in sectors
employing relatively low-skilled workers.** The Migration Observatory stresses, how-
ever, that despite recruitment difficulties and numerous vacancies, there is no con-
vincing evidence that the end of free movement translated into a broad rise in wages
across the economy. Instead, varied adjustments were observed, including automation,

26 S.Dhingra, T. Sampson, Expecting Brexit; B. Broadbent, Brexit and the Pound, the speech presented at Imperial College London,
231112017, Bank of England, London 2017, https://www.bankofengland.co.uk/speech/2017/brexit-and-the-pound.

27  T.Sampson, E. Leromain, D. Novy, H. Breinlich, The Brexit Vote and Inflation — Updated Evidence, VoxEU, 2 111 2020, Centre for
Economic Policy Research, Paris-London 2020, https://cepr.org/voxeu/columns/brexit-vote-and-inflation-updated-evidence.

28 R.Costa, S. Dhingra, S. Machin, Trade and Worker Deskilling: How the Post-Brexit Pound Has Hurt Britain’s Workers, CEP Brexit
Analysis, no. 15, Centre for Economic Performance, London School of Economics and Political Science, London 2019,
https://cep.lse.ac.uk/_new/publications/abstract.asp?index=6726

29  J. Portes, J. Springford, Early Impacts of the Post-Brexit Immigration System on the UK Labour Market, Centre for European Reform
/UKin a Changing Europe, London 2023, https://www.ukandeu.ac.uk/reports/early-impacts-of-the-post-brexit-immigra-
tion-system-on-the-uk-labour-https://www.ukandeu.ac.uk/reports/early-impacts-of-the-post-brexit-immigration-system-on-
the-uk-labour-market/; Why Has Non-EU Migration to the UK Risen?, Migration Observatory, University of Oxford, Oxford 2023,
https://migrationobservatory.ox.ac.uk/resources/commentaries/why-has-non-eu-migration-to-the-uk-risen/; K. Forster-van
Aerssen, T. Spital, The Impact of Brexit on UK Trade and Labour Markets, ‘ECB Economic Bulletin’ 2023, no. 3, European Central
Bank, Frankfurt am Main 2023,
https://www.ecb.europa.eu/pub/economic-bulletin/articles/2023/html/ecb.ebart202303_01~f9baf5f89e.en.html.

30 J. Portes, J. Springford, Early Impacts of the Post-Brexit Immigration System on the UK Labour Market.
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the scaling back of operations and changes in the structure of employment.3' A simi-
lar conclusion is reached by Forster-van Aerssen and Spital®?, who note that Brexit
contributed to a fallin labour supply in the United Kingdom and thereby weakened its
long-term growth potential.

Inthe long run, it is slower productivity growth that will constrain the pace of real-
wage growth. The Office for Budget Responsibility (2025) assumes that the current
model of trade relations between the United Kingdom and the EU will reduce the long-

run productivity of the British economy by around 4% relative to a remain scenario,
and that both exports and imports will be around 15% lower than in the counterfactu-
al.* This lower level of productivity is consistent with the estimates of Bloom et al.®*

According to the Office for National Statistics, average weekly earnings in the United
Kingdom stood at £749 in March 2026, equivalent to around £39,000 gross a year. On this
basis, the estimated negative impact of Brexit on wages is around £1,500 gross a year.

Slower economic growth also reduced public-sector revenue. Public-sector rev-
enue in the United Kingdom amounts to just under 40% of GDP. Assuming, for sim-
plicity, that Brexit did not change the size of the population but only lowered GDP per
capita by 6%-8%, this implies lower public-sector revenue of £75-100 billion a year.
Of course, a lower GDP also often means lower spending — though these are hardly
desirable effects (for example, lower public-sector wages or lower pensions). To place
the scale of the lostrevenue in context, it is worth recalling that the slogan of the ‘Vote
Leave’ campaign was £350 million a week for the NHS. This was meant to reflect the
scale of the savings achievable by leaving the European Union, to be channelled into
the health service. Without entering into a discussion of the accuracy of that figure,
on an annual basis, it would amount to £18 billion. To use a more current comparison,
the cost of a modern frigate (Type 26), of which the Royal Navy is short, runs to around
£1.2 billion.

31 Why Has Non-EU Migration to the UK Risen?, Migration Observatory, University of Oxford, Oxford 2023.
32 K. Forster-van Aerssen, T. Spital, The Impact of Brexit on UK Trade and Labour Markets.

33 Brexit Analysis, Office for Budget Responsibility, London 2025,
https://obr.uk/forecasts-in-depth/the-economy-forecast/brexit-analysis/.

34 N.Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
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2.3 CONCLUSIONS FROM

35

36

37
38

THE ECONOMIC SECTION

The single market fosters faster economic growth. As early as the eighteenth
century, Adam Smith wrote about the benefits of specialisation, and in the nine-
teenth David Ricardo demonstrated the gains from international trade. The EU
single market and the four freedoms associated with it are a practical realisa-
tion of those ideas. Arange of empirical and theoretical work has estimated the
benefits of joining the EU.* The United Kingdom has, unfortunately, confirmed
their findings by demonstrating the reverse process — leaving the single market,
raising trade barriers, and incurring the negative effects associated with both.

Poland is far more integrated into the single market than the United Kingdom
ever was. This is a result both of geography — an island, unlike Poland, which
is closely tied to Germany, the Czech Republic and Slovakia —and of economic
structure, given the greater importance of industry in the Polish economy. As
early as 2014, Hgjbjerre et al. estimated that more than 4 million jobs in Poland
were tied to exports to the EU market, against slightly more than 2 million in
the United Kingdom.3¢ As a share of total employment, this was more than 20%
in Poland and less than 10% in the United Kingdom. More recent estimates for
Poland indicate that this figure has already risen to more than 5 million. This
means that the trade shock associated with a reorganisation of supply chains
would be far greater in Poland and would directly affect a far larger number of
workers.

The debate around the European Union is too often reduced to the inflow
of EU funds. In the light of the available research, it is the single market, not EU
funds, that is the main mechanism driving the growth of acceding countries.*®
The example of the United Kingdom confirms that a country that was a net con-
tributor to the EU budget became poorer, rather than richer, after leaving the
European Union. This is worth bearing in mind, since as Poland grows wealthier,
its net fiscal position vis-a-vis the EU budget will gradually shift.

See: N.F. Campos, F. Coricelli, L. Moretti, Institutional Integration and Economic Growth in Europe, ‘Journal of Monetary Economics’
2019, vol. 103, pp. 88-104, https://doi.org/10.1016/j.jmoneco.2018.08.001;

J.’t Veld, The Economic Benefits of the EU Single Market in Goods and Services, ‘Journal of Policy Modeling’ 2019,

vol. 41, issue 5, s. 803-818, https://doi.org/10.1016/j.jpolmod.2019.06.004.

L. Hajbjerre, J.R. Munch, M.E. Staehr, The Economic Impact of the EU Single Market on Member States, Copenhagen Economics,
Copenhagen 2014.

20 lat Polski w Unii Europejskiej - bilans korzysci gospodarczych, Deloitte Polska, Warsaw 2024.

Ibid.
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2.4 BREXIT AND THE UNINTENDED CONSEQUENCES
OF MIGRATION POLICY

Zuzanna Hebdzynska

2.41 AN UNINTENDED CONSEQUENCE OF BREXIT

Migration was one of the mostimportant factors shaping the outcome of the 2016 ref-
erendum on the United Kingdom’s membership of the European Union. The salience of
the issue increased significantly over the period: whereas only around 5% of the public
considered it highly significant in 1994, 56% of respondents identified it as an impor-
tant concern by 2015.%¢ Contrary to the expectations of a large proportion of Brexit sup-
porters, the period that followed the referendum was marked by a pronounced rise in
net migration to the United Kingdom*® — even though one of the central arguments of
the campaign to leave the European Union had been the need to ‘take back control’
of the country’s borders.

This chapter examines the mechanisms through which Brexit, advocated in part as
a means of strengthening control over migration, brought an end to the free move-
ment of EU citizens and enabled a redesign of the immigration system that ultimately
facilitated increased inflows of non-EU nationals.

2.4.2 MIGRATION, EUROSCEPTICISM AND THE 2016 REFERENDUM

The EU enlargements of 2004 and 2008 marked a turning point in the formation of con-
temporary migration flows to the United Kingdom. These accessions opened the British
labour market to citizens of, among others, Poland and Romania, and the question of
migration moved from the periphery of public debate to its very centre. Slogans about
‘taking back control’ of the borders and beliefs about migrants’ impact on the coun-
try’s economic situation gained traction. Research indicates that support for Brexit
was higher in areas experiencing more rapid demographic and ethnic change, suggest-
ing that perceptions of social transformation had a significant effect on voting behav-
iour.“' It is particularly noteworthy that the rising salience of migration in public debate
occurred under conditions of relatively broad British autonomy in shaping migration
policy. Even as an EU member state, the United Kingdom maintained a Points-Based
System applicable to third-country nationals; it remained outside the Schengen Area,
which meant thatit retained the ability to carry out border controls on EU citizens and,
under Protocol No. 21 to the Treaty on the Functioning of the European Union, it held

39 L. Richards, M. Ferndndez-Reino, S. Blinder, UK Public Opinion toward Immaigration: Overall Attitudes and Level of Concern,
Migration Observatory, University of Oxford, Oxford 2025, https://migrationobservatory.ox.ac.uk/resources/briefings/uk-public-
opinion-toward-immigration-overall-attitudes-and-level-of-concern/.

40 M. Sumption, B. Brindle, PW. Walsh, Net Migration to the UK, Migration Observatory, University of Oxford, Oxford 2025,
https://migrationobservatory.ox.ac.uk/resources/briefings/long-term-international-migration-flows-to-and-from-the-uk/.

41 M.J. Goodwin, C. Milazzo, Taking Back Control? Investigating the Role of Immigration in the 2016 Vote for Brexit, ‘The British Journal
of Politics and International Relations’ 2017, vol. 19, no. 3, pp. 450-464, https://doi.org/10.1177/1369148117710799.
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anopt-out allowingitto decline selected EU legal acts in the area of freedom, security
and justice —including those relating to migration and asylum.“

2.4.3 THE RECONFIGURATION OF MIGRATION AFTER BREXIT
Immediately before the referendum, migration to the United Kingdom was dominated
by citizens of EU member states, who accounted for 59-77% of all arriving non-British
nationals.*® Although policy towards EU citizens did not change until January 2021, their
share began to fallimmediately after the referendum. Net migration from the EU itself
turned negative in March 2021, meaning that more EU citizens left the United Kingdom
than arrived. This can be linked to the substantial restriction of free movement and of
EU citizens’ access to the British labour market.*

While Brexit likely contributed to this decline, it does not fully explain it. Analysts at
the Migration Observatory point out that EU migration reached an unusually high level
in the period immediately preceding the referendum — one that, regardless of the out-
come of the vote, was unlikely to have been sustained in subsequentyears. Part of the
subsequent fall should therefore be read as a return to more typical levels, rather than
solely as a direct consequence of the regulatory changes associated with the United
Kingdom’s withdrawal from the EU“.

In 2021, EU citizens became subject to the same migration procedures as non-EU
nationals —that is, to the Points-Based System. In this context, net migration of EU

citizens fell, while the inflow of non-EU migrants rose. Following the introduction
of the new system, net migration to the United Kingdom reached 944,000 in the year
ending 31 March 2023.4¢

42 S.Blaakman, The Brexit Paradox: How Leaving the EU Led to More Migration, PE 772.910, European Parliamentary Research
Service, European Parliament, Brussels-Strasburg 2025,
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2025)772910.

43 M. Sumption, B. Brindle, PW. Walsh, Net Migration to the UK, Migration Observatory, University of Oxford, Oxford 2025,
https://migrationobservatory.ox.ac.uk/resources/briefings/long-term-international-migration-flows-to-and-from-the-uk/.

44 Ibid.
45 Ibid.
46 Ibid
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LONG-TERM NET MIGRATION
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The scale of this increase stemmed above all
from several concurrent processes:

arise in the number
! ofinternational students;

anincrease in the number

of visas granted on humanitarian grounds;

anincrease in the number

of work visas granted in the health and social care sector;

the expansion of opportunities to remain
@l inthe United Kingdom after completing one’s studies.*

2.4.4 NET MIGRATION - RECORD HIGHS AND SUBSEQUENT FALLS
After the 2016 referendum, net migration of EU citizens began to decline steadily, even though
the formalrules of free movement remained unchanged until 2021. The fallitself began before
the end of the transition period and resulted from a combination of overlapping economic,
political and social factors —among them an improving economic situation in Southern Europe,
a fall in the value of the pound that translated into lower real earnings, political instability,
and a perception of mounting hostility towards EU migrants.*® This decline accelerated after
the introduction of the new migration system in 2021. Net migration from the EU fell to 21,000
in the year ending March 2021 and 51,000 in the year ending December 20224, By 2025, net
migration of EU citizens was estimated at 42,000, while the number of EU+ citizens arriving
in the United Kingdom fell from 173,000 (December 2021) to 76,000 (December 2025)%°.

47 M. Sumption, B. Brindle, PW. Walsh, Net Migration to the UK, Migration Observatory, University of Oxford, Oxford 2025,
https://migrationobservatory.ox.ac.uk/resources/briefings/long-term-international-migration-flows-to-and-from-the-uk/.

48  S.Blaakman, The Brexit Paradox: How Leaving the EU Led to More Migration.
49 M. Sumption, B. Brindle, PW. Walsh, Net Migration to the UK.

50 Long-term International Migration, Provisional: Year Ending December 2025, Office for National Statistics, Newport 2026,
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration/bulletins/longterminternationalmi-
grationprovisional/yearendingdecember2025.
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LONG-TERM NET MIGRATION OF NON-EU+,
EU+ AND BRITISH NATIONALS
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The effects of the new order were especially visible in higher education. The number
of EU students beginning their studies in the United Kingdom fell by 51%, largely as
a result of higher tuition fees: once EU students lost their ‘home fee’ status, under-
graduate fees rose from a uniform cap of £9,250 a year to a range of between £11,400
and £32,000 (academic year 2021/2022). Among non-EU students, the trend was the

opposite —their numbers rose markedly between 2020 and 2023.5
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51 M. Cuibus, EU Students in the UK after Brexit, Migration Observatory, University of Oxford, Oxford 2025,

https://migrationobservatory.ox.ac.uk/resources/briefings/eu-students-in-the-uk-after-brexit/.
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2.4.5 THE CONSEQUENCES OF BREXIT FORASYLUM POLICY

The United Kingdom’s withdrawal from the EU also affected the functioning of the
asylum system. This period coincided with a significant rise in the number of applica-
tions for international protection: in 2024, 84,200 applications were made —the high-
est figure since 2002 - covering some 108,000 people.52 From 2010, the number of
asylum applications had been rising at a moderate pace, but from December 2020,
its growth began to accelerate sharply.* A further structural consequence of Brexit
was the United Kingdom’s withdrawal from the Dublin framework. As a result, from
31 December 2020 onward, it could no longer transfer asylum seekers to the first EU
member state responsible for examining their claims.*

2.4.6 PROSPECTS FOR DEEPER EU-UK MIGRATION COOPERATION
Since the United Kingdom’s withdrawal from the European Union, the two sides have
developed their migration and asylum policies within separate institutional frame-
works, and cooperation has been largely sectoral and ad hoc.%® Even so, both the Union
and the United Kingdom have signalled an interest in closer cooperation on migration
and the provision of international protection.*® The United Kingdom also lost European
funding (the Asylum, Migration and Integration Fund — AMIF), the purpose of which was
to support asylum seekers and the organisations working on their behalf.%”

A commitment to rebuilding relations and deepening cooperation between the EU and
the United Kingdom emerged from the summit of 19 May 2025, at which both sides
set out to expand cooperation across a range of areas —including combating people-
smuggling, improving information-sharing, and managing external borders. Both sides
also expressed awillingness to develop youth-exchange schemes enabling study, vol-
unteering and short-term work.*® The foregoing analysis suggests that Brexit did not
result in a substantial reduction in migration to the United Kingdom. Instead, it coin-
cided with a liberalisation of migration policy and a shift in the national composition
of migrant inflows.

Bringing EU citizens within a single Points-Based System and restricting their freedom
of movement formally increased the British authorities’ control over migration flows; yet
that control produced a paradoxical result. Those who had championed ‘taking back
control’ of the borders were confronted with the institutional reality of such a policy,
the effects of which initially proved the opposite of what they had expected.

52 How Many People Claim Asylum in the UK?, w: Immigration System Statistics, Year Ending December 2025, Home Office, London 2026,
https://www.gov.uk/government/statistics/immigration-system-statistics-year-ending-december-2025/how-many-people-claim-
asylum-in-the-uk.

53  Ibid.

54 UK Withdrawal from the EU and Its Implications on Asylum, in: EASO Asylum Report 2021, European Union Agency for Asylum,
Valletta 2022, https://www.euaa.europa.eu/easo-asylum-report-2021/236-uk-withdrawal-eu-and-its-implications-asylum.

55  A.Orav, EU-UK Cooperation on Migration and Asylum, PE 759.615, European Parliamentary Research Service, European
Parliament, Brussels-Strasburg 2024, https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2024)759615.

56 UK Withdrawal from the EU and Its Implications on Asylum, in: EASO Asylum Report 2021.
57  Ibid.

58  EU-UK Summit, 19 May 2025, Council of the European Union, Brussels 2025,
https://www.consilium.europa.eu/en/meetings/international-summit/2025/05/19/.
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The reconfiguration that took place after Brexit was not without consequences for the
diasporas living in the United Kingdom - in particular the Polish community, whose
changing legal status and patterns of mobility are analysed in Chapter 4.

Note

The data presented here are based on Office for National Statistics (ONS) statistics.
It should be keptin mind, however, that the term ‘immigrant’ functions both as a sta-
tistical category and as a term in public debate, which can give rise to interpretive
discrepancies between the definitions used by public institutions and their popular
understanding.

2.5 THE POST-BREXIT ECONOMY:
HOW THE UNITED KINGDOM’S DEPARTURE
FROM THE EUROPEAN UNION RESHAPED
THE STRUCTURE OF TRADE AND THE MAP
OF REGIONAL DEVELOPMENT

Piotr Arak

InJune 2016, advocates of leaving the European Union promised the British public that
they would ‘take back control’ of borders, regulations, the budget and the economy. Ten
years after the referendum, enough evidence has accumulated to allow a meaningful
assessment of its consequences. Notably, the British economy did not collapse, as the
most pessimistic economists predicted in the immediate aftermath of the referendum.
There was no ‘day after’ recession; the pound did not become an exotic currency; the
City of London did not emigrate to Frankfurt. And yet — and this is the essence of this
chapter — Brexit has proved one of the most expensive economic-policy experiments
in post-war European history.

Bloom et al.,, in a study combining macroeconomic data with the Bank of England’s
Decision Maker Panel, estimated that by 2025 Brexit had reduced the United Kingdom’s
GDP per capita by 6-8%, investment by 12-18%, employment by 3-4%?5°, and produc-
tivity by 3-4%. These are effects that accumulated slowly and were not apparentin
the immediate aftermath of the start of the United Kingdom’s withdrawal from the EU.

Brexit did not trigger a collapse but set in motion a process of lasting decline in the
United Kingdom’s productivity and in its weight within the European economic system

—the result of rising transaction costs, weakened integration with the single market,
and deepening regional inequalities. The United Kingdom moved from a ‘gateway to

59  N.Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
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Europe’ model to that of a ‘large but more isolated market.” London remained a global
city, but the United Kingdom ceased to be a European economic hub to the extent that
ithad been before 2016. The European Union lost both a prominent advocate of eco-
nomic competitiveness and access to a highly liquid capital market through which
European firms had raised capital from global investors.

2.5.1 PUBLIC FINANCES: A MORE EXPENSIVE,
SLOWER AND MORE INDEBTED STATE

THE BREXIT DIVIDEND THAT NEVER WAS

The famous referendum-campaign slogan promised £350 million a week for the NHS. It
became one of the most-cited examples of political marketing of the twenty-first cen-
tury. In practice, no structural savings materialised. The Office for Budget Responsibil-
ity (OBR) has consistently maintained, in its forecasts, the assumption that the Trade
and Cooperation Agreement (TCA), in force since January 2021, reduces the United
Kingdom’s long-term productivity by 4% relative to remaining in the EU, chiefly through
the rise in non-tariff barriers to trade with the EU.®

Springford, reviewing the OBR’s forecasts nine years after the referendum, concluded
that this estimate had not been overstated. Afour-per cent fallin productivity translates
into around £40 billion of lost tax revenue for the budget over 2019-2024 - a period in
which the government raised taxes by £100 billion. A significant part of the fiscal tighten-
ing of recentyears was a consequence of Brexit, rather than of deliberate state policy.®

LOWER GROWTH = A WEAKER TAX BASE

Weaker productivity means lower state revenue. IMF data (World Economic Outlook,
April 2026) show that the United Kingdom’s public-sector deficit reached 6.1% of GDP
in 2024 - the third largest among 43 advanced economies, behind only Israel (-8.1%)
and the United States (-7.9%), and five times the average for this group of countries
(-1.2% of GDP). Significantly, the UK’s deficit remained at this level not in the year of
the pandemic shock, but four years after it had ended, when most European econo-
mies had returned to fiscal discipline close to pre-pandemic levels.

The scale of the deterioration is even clearer when one looks at public-debt data. Between
2019 and 2024, the UK’s gross public debt rose by 15.0 percentage points of GDP —from
84.9%1099.9%. Thatis an increase of more than twice the average for advanced econo-
mies (+6.7 pp) and almost five times that of the euro area (+3.4 pp). Among the G7, only
Canada’s debt rose more strongly (+19.9 pp), for other structural reasons, along with
France’s (+15.0 pp), which is likewise grappling with a structural deficit problem. Germany
increased its debt by just 3.5 pp, Italy by 0.8 pp, and Japan by 8.2 pp.

60  Brexit Analysis, Office for Budget Responsibility, London 2025,
https://obr.uk/forecasts-in-depth/the-economy-forecast/brexit-analysis/.

61  J. Springford, Testing the OBR’s Brexit Assumptions: A Nine-Year Retrospective, Constitution Society / Federal Trust, London 2025,
https://www.federaltrust.org.uk/publications/testing-the-obr-brexit-assumptions.
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After Brexit, the British state became at once more expensive and less flexible.
Debt-servicing costs rose from £39 billion (1.7% of GDP) in 2019-2020 to £106 billion
(3.6% of GDP) in 2024-2025%, and the yield on ten-year UK government bonds is now the
highestin the G7. Brexitis not the sole cause of this state of affairs —the pandemic and
the energy crisis added their share —butit is the factor that affects the British economy
asymmetrically by comparison with other European states. The euro area, which went
through the same external shocks, closed 2024 with an average debt of 86.6% of GDP
and a deficit of 3.1%, while the UK posted the equivalent figures of 99.9% and 6.1%.

UK PUBLIC DEBT COMPARED WITH OTHER G7 ECONOMIES,
2016-2025
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2.5.2 VULNERABLE SECTORS: WHEN THE BORDER
RETURNED TO THE ECONOMY

As it turned out, the greatest cost of Brexit is not tariffs — under the Trade and Coop-
eration Agreement (TCA), goods remained tariff-free — but regulatory and logistical
friction. Every consignment crossing the English Channel now requires documents,
declarations of origin and veterinary certificates. Trade continues, but it costs consid-
erably more. And, crucially, this additional costis not a one-off: it becomes embedded
in the structure of the economy, altering relative prices, investment decisions and,
ultimately, the country’s trade position.

TWO BRITISH ECONOMIES: THE POLARISATION OF TRADE

The most comprehensive picture of Brexit’s effect on trade emerges only when goods
and services are viewed together. UN Comtrade data from the World Bank show that,
between the referendum year (2016) and 2025, British goods exports rose by 38% in
nominal terms - from $411.5 billion to $566.4 billion —while services exports rose by
87%, from $358.9 billion to around $670 billion. This divergence of trajectories lies
at the heart of the structural change that has taken place in the UK economy since
Brexit. The United Kingdom has not ceased to be a trading power — it has ceased to be
a goods power. The goods-trade balance worsened by $170 billion over the decade
(from a deficit of $225 billion to one of $395 billion), while the services surplus improved
by $124 billion (from $131 billion to $255 billion)ss.

The TCA, signed in December 2020 and in force since January 2021, abolished tariffs
on goods but introduced a full regime of regulatory controls, declarations of origin
and sanitary procedures for goods. For services — which flow digitally, by telephone
orthrough bank accounts —no such apparatus of control ever existed. Brexit therefore
struck disproportionately hard at the goods sector, while largely sparing services. With-
out the near-90% rise in services exports, the UK’s trade balance in 2025 would have
been far worse than the actual $140 billion, and perhaps close to the British record set
during the currency crisis of 1976.

This also means that the traditional tool of economic policy —weakening the currency
to stimulate exports — has, in the UK’s case, ceased to work as it once did. The pound
weakened significantly after the referendum (from $1.49 in June 2016 to around $1.25
on average in 2021-2024), but this did not produce an explosion in British goods exports.
Non-tariff barriers proved a stronger constraint than price competitiveness.

63  The UK’s goods-trade balance worsened from —8.3% of GDP in 2016 to =9.9% of GDP in 2025, while the services surplus rose
from +4.8% to +6.4% of GDP. The scale of this divergence —around 1.6 percentage points of GDP in each direction — corresponds
to a value of about $65 billion a year, shifted between sectors of the British economy. In the overall balance, despite the nominal
deterioration from —=$94 billion to =$140 billion, the ratio to GDP returned to its pre-referendum level (-3.5% in 2016 and —3.5% in
2025) - but only at the cost of an above-average rise in services exports, which offset the losses on the goods side.
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UK TRADE, 2016-2025 (%)
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GOODS TRADE WITH THE EUROPEAN UNION - A LASTING EROSION

Data from the UK Parliament and analyses by Brexit FactBase show that the sharpest
deterioration was in the UK’s trade with the EU, rather than its trade with the world as
awhole. In 2024, the total value of UK trade was £1.797 trillion, of which 46% was with
the EU, and the trade deficit with the EU reached £92 billion. Brexit FactBase (2025),
in turn, indicates that the trade deficit with the EU stood at 3.6% of GDP in 2024 and
was markedly larger than in the pre-Brexit period. The Office for National Statistics
(2026)%* further confirms that in 2025 the United Kingdom’s combined deficit in trade
in goods and services was £21.8 billion — on exports of £923.3 billion and imports of
£945.1 billion.

Itis also symptomatic that exports of goods to non-EU countries did not make up for
the loss of the EU market. Brexit therefore did not redirect British exports to other mar-
kets; rather, it reduced the total export base in the goods sector. In 2024, British goods
exports to the EU were 16% lower than in 2018 (a fall of £35 billion), while goods exports
to non-EU countries fell by 8% (£18 billion). Total UK exports of goods and services in
2024 were 4.5% higher than in 2018, but the combined value of goods exports fell by
12% - confirming that Brexit reduced the overall export base in the goods sector.

64  Office for National Statistics, UK Trade: December 2025, Newport: Office for National Statistics, 12 Ill 2026,
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/december2025.
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THE AUTOMOTIVE INDUSTRY - THE LOSS OF APPEAL AS AN EXPORT PLATFORM
The British automotive industry was a textbook example of the ‘gateway to Europe’
strategy. In the 1980s, Margaret Thatcher promoted the UK as a place from which
Japanese manufacturers could export tariff-free across the entire European Eco-
nomic Community. Honda in Swindon, Nissan in Sunderland, Toyota in Derbyshire
—all these investments made sense as part of the single market. Locating in the UK
meant tariff-free access to a market of almost 500 million, and the country gained
middle-class jobs in industrial regions whose deindustrialisation had begun a dec-
ade earlier.

Brexit dismantled this model. Production of passenger cars in the United Kingdom
fell from 1.67 million units in 2016 to 779,584 in 2024, and further to 717,371 in 2025.
In 2025, the United Kingdom dropped out of the world’s top ten car producers, losing
a position it had held continuously for decades. The initial swings in investment were
equally large: after announcements of £2.5 billion in 2015, the value of annual invest-
ment commitments in the British automotive sector fell to £1.66 billion in 2016 and
£1.1 billion in 2017 — a year-on-year fall of 34%. After a brief rebound in 2023, when
arecord £20 billion of investment was announced (mainly for the transition towards
EVs), the value of investment fell again in 2024, to £3.5 billion.

Nissan in Sunderland is the starkest example of this defensive evolution. In 2016
the company declared that it would produce two models (the X-Trail and the Qash-
gai) in the United Kingdom; in 2019 it reversed its decision on the X-Trail; in 2021 it
announced a £1 billion investment in EV36Zero; in 2023, it added £2 billion for three
electric models; and in 2025 it added a further £50 million for a powertrain plant with
Jatco. All these investments were undertaken defensively, under pressure from the
TCA’s rules of origin and the threat of 10% tariffs on electric vehicles. Stellantis, for
its part, closed the Vauxhall plant in Luton in 2025, cutting British production of vans
from 105,000 (2024) to 31,000 units.

Car exports from the UK to the EU fell by 24.3% year-on-year in 2024, while exports
to the US rose by 38.5%. This was a partial and imperfect compensation: the EU
remains the largest market, with a 55.4% share of UK® car exports, but the dynam-
ics are clearly negative. Significantly, a reverse shift occurred in parallel in trade in
electric vehicles: the value of EV exports from the EU to the UK rose from £4.6 billion
in 2019 to £24 billion in the year ending June 2025 — an increase of 424%. Brexit did
not cause the United Kingdom to stop buying European cars; it did, however, cause
it to stop being a place where they are made.

65 UK Car Production Drops in First Half of 2024; SMMT, Society of Motor Manufacturers and Traders, 25 VII 2024,
https://www.smmt.co.uk/2024/07/uk-car-production-drops-in-first-half-of-2024/.
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The problem of rules of origin proved particularly acute in the EV segment. The require-
ment for a specified share of local components —45% of a vehicle’s value from 2024,
55% from 2027 - collided with a simple fact: battery cells are produced mainly in Asia,
and British gigafactories are only now being built. This means that electric cars pro-
duced in the UK may be subject to 10% tariffs when exported to the EU, while the global
competition from Chinese EV manufacturers is becoming an existential challenge for
the European automotive industry.

AGRICULTURE AND FOOD -ENORMOUS NON-TARIFF COSTS

The Food and Drink Federation, in its 2024 Trade Snapshot report, states that the vol-
ume of food exports from the UK to the EU in 2024 was 6.37 billion kg, 34.1% lower than
in 2019.%¢ Global UK food exports in 2020-2024 were 19.8% lower than the 2015-2019
average, while over the same period Germany, Italy and the Netherlands increased
their exportvolumes.®” This shows directly that the fall is not a global trend —itis a spe-
cifically British, post-Brexit problem.

The cause is mundane: the absence of veterinary and phytosanitary certificates, the
absence of free movement of seasonal workers, and compliance costs that became
prohibitive for small producers. Small British cheesemakers — of which there were hun-
dreds in Yorkshire and Devon - simply stopped exporting to the EU, not because their
products were uncompetitive, but because the ‘paperwork’ cost more than the value
of the consignment. The first quarter of 2021, when the TCA came into force, brought
a47% fallin food and drink exports to the EU®?; the dairy sector then lost two-thirds of
its cheese exports to the EU. Exports of Scottish salmon to France — one of Britain’s
premium goods on the European market — faced, for the first two years after Brexit,
delays that made itimpossible to trade a product of limited shelf life.

The asymmetry between the UK and the EU in food trade is striking. In 2024, the
value of food imports into the UK reached a record £63.1 billion, of which £44.7 bil-
lion came from the EU (+3.3% year-on-year) — because EU exporters benefit from

looser controls than British firms attempting to export to the EU. The sector com-
prises 12,500 firms; the Food and Drink Federation (FDF) consistently points out
thatitis SMEs that are most burdened by certification costs.®®

66  Mind the Gap: FDF Calls for a Strategic Approach to EU Trade, as New Data Reveals Widening Food and Drink Trade Gap,
Food and Drink Federation, London 2025, https://www.fdf.org.uk/fdf/news-media/press-releases/2025/2024-trade-snapshot/;
FDF Trade Snapshot 2024, Food and Drink Federation, London 2025, https://www.fdf.org.uk/fdf/resources/publications/
trade-reports/fdf-trade-snapshot-2024.

67  S.Butler, UK Food and Drink Exports to EU Down 34% Since Brexit ‘Due to Red Tape’, ‘The Guardian’, 13 111 2025,
https://www.theguardian.com/business/2025/mar/13/uk-food-and-drink-exports-to-the-eu-down-34-since-brexit.

68  Brexit Pain for UK Financial Hub Is Just Beginning: Study, Al Jazeera, 16 IV 2021,
https://www.aljazeera.com/economy/2021/4/16/brexit-pain-for-uk-financial-hub-is-only-just-beginning-study.

69  Mindthe Gap: FDF Calls for a Strategic Approach to EU Trade, as New Data Reveals Widening Food and Drink Trade Gap.
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The sanitary and phytosanitary (SPS) agreement between the UK and the EU, signed
in May 2025 at the first UK-EU summit since Brexit, is intended partly to reverse this.”
The agreement provides for the dynamic alignment of British food regulation with that
of the EU — which is itself a tacit admission that the decade-long experiment in ‘reg-
ulatory autonomy’ in food turned out too costly. In practice, the UK is returning to EU
rules in one of the very sectors in which leaving the single market was supposed to
deliver the greatest freedom.

LOGISTICS AND PORTS -DOVERIS STILL HOLDING ON

In 2017, the Port of Dover handled a record 2.6 million lorries a year — around 17% of
the value of all of the United Kingdom’s goods trade. In January 2021, after the TCA
took effect, outbound traffic fell to 67% of its 2020 level, and to 85% in February. In
2023, the portrecorded arise to 2.2 million heavy goods vehicles, an 8% year-on-year
increase, but this growth mainly reflected a post-pandemic rebound and a restruc-
turing of seasonality; net traffic remained sensitive to operational congestion caused
by Operation Brock” and by the new border controls. According to an analysis by the
University of Hamburg, the costs of supply chains handled through Dover rose, after
Brexit, by between 4.8% and 19.4% depending on the scenario, while firms’ safety
stocks increased by as much as 71%.7

Some of the goods flows formerly handled by the UK shifted directly to the Rotterdam-
Antwerp—Hamburg axis. The growth of container flows in Dutch and Belgian ports after
2021 outpaced the European average, while Felixstowe and Southampton recorded
declines in traffic. The United Kingdom lost part of its function as a transshipment hub,
which was feltin employmentin the logistics sector of south-east England. Kent, once
a beneficiary of trade with the EU, became its victim.

THE CITY OF LONDON - THE BANKERS’ BLUFF

Contrary to the apocalyptic forecasts of 2016, which spoke of the loss of 75,000 jobs
in the City, there was no mass exodus. According to the think tank New Financial’, by
2021, more than 440 financial firms had moved part of their operations out of London:
Dublin attracted 135 firms, Paris 102, Luxembourg 93, Frankfurt 62 and Amsterdam
48; together with these firms, around £900 billion of banking assets were relocated.”
EY, in its Brexit Tracker (2022), clarified that by that point around 7,000 financial-sec-
tor jobs had actually been relocated from London - far below the original forecast of
12,000.”* Among the beneficiaries, the largest gains went to Paris (2,800 jobs), Frankfurt

70  UK-EU Summit, Briefing Paper no. CDP-2025-0108, House of Commons Library, London 2025,
https://commonslibrary.parliament.uk/research-briefings/cdp-2025-0108/.

71 ltis a British traffic management system in the county of Kent, implemented to prevent traffic congestion on routes leading towards
the Port of Dover and the Eurotunnel terminalin Folkestone.

72 L.Ke, Q. Liu, K. Han, W. Zhang, The Impact of Brexit on Supply Chain Cost and Ro-Ro Traffic at Dover, ‘Maritime Policy &
Management’ 2024, vol. 51, issue 7, pp. 1350-1366.

73 Brexit & the City: The Impact So Far, New Financial, London 2021,
https://newfinancial.org/brexit-and-the-city-the-impact-so-far/.

74 Brexit Pain for UK Financial Hub Is Just Beginning: Study.

75  EY Financial Services Brexit Tracker: Movement within UK Financial Services Sector Stabilises as New Opportunities Emerge,
EY UK Newsroom, London, 28 Il 2022, https://www.ey.com/en_uk/news/2022/03/ey-financial-services-brexit-tracker-2022.
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(1,800) and Dublin (1,200).7 The transfer of assets amounted to £1.3 trillion.”” Over the
long run, Brexit may affect 35,000 jobs in the City — either relocated or created in the
EU rather thanin London.”® In January 2026, New York overtook London as the world’s
most attractive financial centre in the global Z/Yen Global Financial Centres Index -
for the first time in decades.”

What, then, did the United Kingdom lose? Not workers, but functions. At the same time,
employment in the City rose to around 615,000, above its 2016 level, thanks mainly
to insurance, fintech and data analytics.® The clearing of euro-denominated deriva-
tives gradually shifted to Paris and Frankfurt; trading in the shares of EU companies
moved from London to Amsterdam as early as January 2021, with Amsterdam over-
taking London in the daily volume of trading in derivatives.®' The City remained large,
but it became more global and less European. This partly explains why financial and
business services are the only segment of the British economy in which exports rose
after Brexit: Asian, US and Middle Eastern markets partly compensated for the loss
of the European client base. It is a lower-margin trade, but it effectively offsets, in the
macro data, the cost of Brexit on the goods side.

The quantitative data confirm this. The value of UK exports of financial services and
related professional services rose by 56% between 2016 and 2023, reaching a record
£174.3 billion - of which financial services in the strict sense (insurance and financial
activity) accounted for 62% of the increase, and professional services (legal, advisory
and accounting) for 38%.%2 In 2024, the United Kingdom remained the world’s largest
net exporter of financial services, with a trade surplus of $127 billion — and, together
with related professional services, £119.1 billion, more than Singapore, Switzerland
and Luxembourg combined (TheCityUK, 2026). This growth, however, was achieved
against the geopolitical logic of Brexit, not because of it. The EU’s share of UK financial-
services exports fell from 40% in 2017 to 31% in 2024, while exports to the US, Switzer-
land, Hong Kong and Singapore rose by 78% between 2017 and 2023, against 29% for
EU countries.® Brexit did not block the growth of financial-services exports —it could
not, because services flow digitally and require no customs clearance. This supports
the hypothesis that Brexit had a negative effect on goods exports while leaving services
exports largely unaffected. This does not imply that financial services benefited from
Brexit. Rather, growth was driven by a reorientation towards non-European markets
to compensate for reduced access to the European market. That shiftis itself indica-
tive of the costs involved: activity that had previously been concentrated within the EU

76  EY Brexit Tracker Finds 7,000 Finance Jobs Have Left London for EU, Investing.com, 28 |11 2022,
https://www.investing.com/news/economy/ey-brexit-tracker-finds-7000-finance-jobs-have-left-london-for-eu-2793464.

77  EYFinancial Services Brexit Tracker: Movement within UK Financial Services Sector...

78  City Statistics Briefing: Employment Growth in Financial and Professional Services, City of London Corporation, London, 13 112026,
https://www.cityoflondon.gov.uk/supporting-businesses/economic-research/research-publications/city-statistics-briefing.

79  Business Standard, Brexit Impact? New York Overtakes London as World's Top Financial Centre, 17 | 2026.
80  City Statistics Briefing: Employment Growth in Financial and Professional Services, City of London Corporation.

81  P.Stafford, Amsterdam Ousts London as Europe’s Top Share Trading Hub, ‘Financial Times’, 11 112021,
https://www.ft.com/content/3dad4ef3-59e8-437e-8f63-f629a5b7d0aa.

82  A.Bardalai, Financial and Related Professional Services Exports: A Deeper Dive into Growth Trends, TheCityUK, London, 21 X 2024,
https://www.thecityuk.com/news/financial-and-related-professional-services-exports-a-deeper-dive-into-growth-trends/.

83  A.Bardalai, UK-EU Financial Services Exports: Which Countries Are Most Prominent?, TheCityUK, 19 VIII 2024,
https://www.thecityuk.com/news/uk-eu-financial-services-exports-which-countries-are-most-prominent/.
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single market had to be redirected towards more distant and often more challenging
markets. It is therefore plausible that growth would have been stronger in the absence
of the regulatory barriers and trade frictions created by Brexit.

THE SME SECTOR - BREXIT’S BIGGEST LOSER

The asymmetry between large corporations and small firms is perhaps the mostimpor-
tant lesson of Brexit. Large firms adapted —they hired lawyers, opened offices in Dub-
lin, reconfigured their supply chains. Small firms simply withdrew from exporting. The
number of British SMEs exporting solely to the EU fell by 19% in 2024: from 17,800 to
14,300.%“This is the latest instalment of a trend present since the first year after Brexit:
23,000 SMEs withdrew from exporting to the EU in 2018-2020, and a further 16,000 in
2021-2024.% In total, around 39,000 firms chose to give up cross-border trade rather
than navigate the new bureaucracy.

Kren and Lawless® have shown that this effect is statistically significant and specific
to SMEs: large firms adapted, smaller ones gave up. It is a regulatory paradox: Brexit,
which was politically meant to protect ‘small British firms’ from the Brussels bureau-
crat, in practice imposed disproportionate compliance costs on them, while allowing
global corporations to retain structural flexibility through subsidiaries in Ireland or the
Netherlands.

Over the long run, this selection translates into a structural impoverishment of the
British export economy. The SME sector historically accounted for around 30% of the
value of British exports, so its withdrawal from cross-border trade means a reduction
of the export base, lower diversification and greater vulnerability to demand shocks.
Itis a costthat does not appearin the quarterly data, but accumulates over decades.

TWO ECONOMIES, ONE COUNTRY

The trade data for the decade after the referendum form a coherent story. Brexit did
not destroy British foreign trade — it changed its structure. Goods are losing; services
are gaining. Large firms adapted; small ones withdrew. London remained a global city,
but its specialisation shifted from Europe to the world. Industrial regions lost invest-
ment, part of which moved to Slovakia, Spain and France. This is an economy that still
works, but on different terms and with a reduced capacity to absorb external shocks —
the strongest evidence of which is the deterioration of the overall trade balance, from
-$94 billion in 2016 to =$140 billion in 2025, despite a near-90% rise in services exports.

Brexit also showed that, for medium-sized European economies, there is no neutral
path between full integration and full exit. The United Kingdom tried to create a third
way and found itin services, but at the cost of withdrawing a significant part of its goods
economy from the European circuit. After a decade, that cost can now be estimated.

84  Trade Downturn Continues to Ease: UK Export Shifts, International Accounting Bulletin, 14 111 2024,
https://www.internationalaccountingbulletin.com/news/trade-downturn-continues-to-ease-in-february/; Brexit FactBase, 2026.

85  Brexit FactBase, 2026.

86 J.Kren, M. Lawless, How Has Brexit Changed EU-UK Trade Flows?, ‘European Economic Review’ 2024, vol. 161, art. 104634,
https://doi.org/10.1016/j.euroecorev.2023.104634.
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2.5.3 REGIONAL DIVERGENCE: LONDON
AND THE REST OF THE UNITED KINGDOM

THE GEOGRAPHY OF DISCONTENT AS AMECHANISM OF BREXIT

Brexit was a revolt of the regions against an economic model concentrated around
London. Voters in Sunderland, Stoke and Boston voted to ‘take back control’ because
they felt that the globalisation to which London held the key had passed them by. What
McCann called the ‘geography of discontent’®” was a real statistical phenomenon. By
2010, the United Kingdom was among the developed economies with the highest level
of regional inequality in GDP per capita — greater than the differences between the
eastern and western Lander of Germany, despite the legacy of the GDR, and greater
than the divide between the north and south of Italy.®® In 2019, gross value added (GVA)
per worker in the ‘rest of the UK’ was just 71% of the level recorded in London and the
South East - lower than in Germany (80%) and Italy (78%). The levelling-up policy pur-
sued to date has not led to a lasting and systematic narrowing of regional disparities.
Brexit did not prove a panacea for this problem.®

LONDON WON - RELATIVELY

The City remained a global financial centre (although in January 2026 New York over-
took London in the Global Financial Centres Index —for the first time in decades).** The
technology sector in Shoreditch and King’s Cross is growing. Professional services —
lawyers, consultants —all continue to generate value added at a level unattainable for
the rest of the country. London’s GDP per capitain 2023 was £69,077, against £28,583
in north-east England: a ratio of 2.4:1.°' The scale of regional disparities in the United
Kingdom has risen markedly over the past century. In 2021, London’s GDP per capita
exceeded the national average by 76%, while in the North East it was 37% below it; by
comparison, in 1921 these deviations were +37% and -27% respectively.®? Regional
inequalities in the twenty-first century are thus deeper than in the period preceding
the two world wars.

87  P.McCann, Perceptions of Regional Inequality and the Geography of Discontent: Insights from the UK, ‘Regional Studies’ 2020,
vol. 54, no. 2, pp. 256-267, https://doi.org/10.1080/00343404.2019.1630758.

88  A.Stansbury, D. Turner, E. Balls, Tackling the UK’s Regional Economic Inequality: Binding Constraints and Avenues for Policy
Intervention, M-RCBG Associate Working Paper no. 198, Harvard Kennedy School, Cambridge (MA) 2023,
https://www.hks.harvard.edu/centers/mrcbg/publications/awp/awp198.

89  State of the North 2024: Charting the Course for a Decade of Renewal, IPPR North, Manchester 2024,
https://www.ippr.org/research/publications/state-of-the-north-2024.

90  BrexitImpact? New York Overtakes London as World’s Top Financial Centre, Business Standard, 17 1 2026,
https://www.business-standard.com/article/economy-policy/brexit-impact-new-york-overtakes-london-as-world-s-top-financial-
centre-126011700123_1.html.

91  Employee Earnings in the UK: 2025, Office for National Statistics.

92  Transforming the UK Economy Requires a Transformed Regional Policy, British Academy, London, 16 1X 2024,
https://www.thebritishacademy.ac.uk/blog/transforming-the-uk-economy-requires-a-transformed-regional-policy/.
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But note: London won relatively. In absolute terms, growth remains below the level
projected under a counterfactual scenario of continued EU membership. McCann
and Ortega-Argilés point out that London, too, suffered slightly, owing to its exposure
to uncertainty in the financial-services sector and its dependence on EU workers.®
Moreover, the State of London Report 2025°% confirms that real GVA per hour worked
in London fell by 2.7% between 2019 and 2022, while across the country as a whole it
rose by 2.5%. London remained the most productive city, but it ceased to drive national
productivity and is itself beginning to lose it. Earlier research by Chen, Los, McCann,
Ortega-Argilés, Thissen and van Oort® had forecast that it would not be London but
the industrial regions (Cumbria, the Midlands, Wales) that would suffer most from
Brexit—and so it happened.

THE MAP OF GROWTH RATES: WHERE BREXIT HURTS MOST

Office for National Statistics data on regional GDP per capita make it possible to meas-
ure the United Kingdom’s regional disparities. Between 2016 and 2023 —a period encom-
passing the referendum, two years of pre-Brexit uncertainty, the pandemic, the entry
into force of the TCA and the energy crisis — average GDP per capita in the UK rose by
30.5% in nominal terms, from £30,180 to £39,400. Yet this average masks a radical
inequality in the pace of growth.

Sixin tenregions grew slower than the national average. Specifically, of the 348 coun-
ties with complete data for 2016 and 2023, 207 (that is, 59%) recorded growth below
30.5%, and 141 (41%) above it. This is a statistical asymmetry, which means that the UK
average is ‘pulled upwards’ by a relatively narrow group of counties with exceptional
growth rates, while most of the country lags behind.

Thisis most clearly drawn among the ‘Red Wall’ towns —those constituencies in north-
ern England and the Midlands that traditionally voted Labour, overwhelmingly backed
Brexitin 2016, and in 2019, on a wave of levelling-up promises, switched to the Con-
servatives. Seven years after the referendum, the data leave little room for optimism:
Hartlepool, emblematic of the Leave vote, where 70% of voters backed leaving the
EU, recorded GDP-per-capita growth of just 14.0% — less than half the UK average.
Sunderland, the town where the first referendum result was announced as a signal of
Brexit’s victory, grew by 18.7%. The town of Boston in Lincolnshire, the location with
the highest Leave vote (75.6%), grew by 22.0%. Stoke-on-Trent, the historic heart o
f the Potteries and a quintessential Red Wall city, barely caught up with the average,
achieving growth of 35.0%. Blackpool, Middlesbrough and County Durham all hovered
close to or below the national average.

93  P.McCann, R. Ortega-Argilés, The UK Regional Economy and the Uneven Impacts of Brexit, UK in a Changing Europe, London 2023,
https://ukandeu.ac.uk/reports/the-uk-regional-economy-and-the-uneven-impacts-of-brexit/.

94  London Datastore, The State of London Report 2025, London 2025, https://data.london.gov.uk/dataset/state-of-london-
report-2025.

95  W.Chen, B. Los, P. McCann, R. Ortega-Argilés, M. Thissen, F. van Oort, The Continental Divide? Economic Exposure to Brexit in
Regions and Countries on Both Sides of the Channel, ‘Papers in Regional Science’ 2018, vol. 97, issue 1, pp. 25-54,
https://doi.org/10.1111/pirs.12334.
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In Sunderland, Stoke and Boston, the vote

to "take back control" reflected a widespread sense that globalisation — to which London
appeared to hold the key —had largely bypassed them.

Brexit, however, has not proved a panacea: the underlying regional imbalance persists (IPPR North, 2024).
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HITS HARDEST

POST-BREXN] .EGIONAL DISPARITIES

Foto: Ben Shread / Cabinet Office, OGL 3,
https://commons.wikimedia.org/w/index.

php?curid=83764351

Boris Johnson's "levelling up" agenda was intended
as the Conservatives' answer to a widespread sense
of neglect across the regions beyond London and the
South East. Yetin its analysis "Levelling Down", the New
Economics Foundation calculated that

—the very period the agenda was meant to transform.

Cornwallillustrates the scale of the
shortfall. Between 2010 and 2018 the region
received an average of £50 million a year
from the EU; under the UK Shared Prosperity
Fund (UKSPF) it now receives £44 million
ayear (The Post, 2022).

Cornwall Council has estimated
that, had the UK remained in
the EU, the region would have
received around £100 million
a year-more than double
the amount under the new
arrangement.

In practice, the replacement has

delivered considerably less than
was promised to the UK's poor-
estregions.

L}
Figures are in current prices (£). The City of London and Westminster are excluded as outliers. Scotland and Wales: the
median across 32 and 22 local authorities respectively (2016-2023). Northern Ireland: the median across 11 local authorities
(2016-2022; no data for 2023).
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The winners proved to be places that either already held a strong structural position
or benefited from specific local shocks. Rushmoor in Hampshire (home to the Alder-
shot military base) doubled its GDP per capita (+103.5%); Hackney, a London borough,
grew by 97.1% thanks to the continuation of the property-and-technology boom; Man-
chester, thanks to a decade of targeted metropolitan investment, grew by 55.9% —the
most among the large post-industrial cities. Glasgow (+42.8%), Liverpool (+40.1%) and
Leeds (+39.8%) also exceeded the average. The problem, then, is not ‘the North’ as
such, but a particular development model of medium-sized and small towns, based
on traditional industry, that has stalled.

A glance at the map confirms the observation that Stansbury, Turner and Balls®® for-
mulated in figures: inequalities in the United Kingdom are not a ‘North—-South divide’ in
the classic sense, butrather a ‘Greater London corridor versus the rest of the country,’
with narrower enclaves of growth around certain regional centres. The map shows the
contrast between London and the South East (in blue shades — growth around or above
the average) and North East England, Wales, Cumbria and Lincolnshire (distinct shades
of red — growth well below the average). Scotland, which aggregates to a median of
+29.9%, sits just below the average — confirming that regional convergence in the UK
has stalled and, in many places, gone into reverse.

Moreover, most London boroughs grew slower than the UK average. Only Hackney
(in the centre, the darkest blue) markedly outpaced it. Hounslow, Hillingdon, Ealing
and Bexley, in fact, had negative or near-zero growth. This significantly complicates
the narrative that ‘London won Brexit’: specific places won, not the whole of London.

LEVELLING UP AS AN UNFULFILLED PROMISE

Boris Johnson’s levelling-up policy was meant to be the Conservatives’ answer to
the provinces’ sense of having been left behind. Pike, Rodriguez-Pose and Tomaney
sum it up as a mixture of already-familiar policies alongside aspirations in the field of
industrial and R&D policy.®”” The New Economics Foundation, in its analysis Levelling
Down®s, indicated that households in the UK had become £1,300 a year poorer in real
terms compared with 2015 - that is, from precisely the period the policy was meant
toimprove. A programme dubbed ‘levelling up’ coincided with a general deterioration
in living standards, the deeper causes of which were Brexit, austerity, COVID-19 and
the energy crisis.

96  A.Stansbury, D. Turner, E. Balls, Tackling the UK’s Regional Economic Inequality: Binding Constraints and Avenues for Policy
Intervention.

97  A.Pike, A. Rodriguez-Pose, J. Tomaney, Post-Brexit Regional Policy in England: Exploring ‘Levelling Up’in Practice, ‘Regional Studies’
2023, vol. 57, issue 11, pp. 2218-2230, https://doi.org/10.1080/00343404.2022.2150834.

98  Levelling Down: Households Are Down £1,300 a Year Since 2015, New Economics Foundation, London, 11 XI1 2023,
https://neweconomics.org/2023/12/levelling-down-households-are-down-1300-a-year-since-2015.
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The fundamental failure of the levelling-up policy had three dimensions. First, a mis-
match of scale. Regional-policy programmes amounted to minor adjustments and ad
hoc funding that masked the effects of disinvestment, austerity and slow private-sec-
tor growth.*® Second, a structural gap left by EU funds. The UK Shared Prosperity Fund
(UKSPF), launched in 2022 with a budget of £2.6 billion over three years (reaching a tar-
get of £1.5 billion a year in 2024/2025), was formally meant to replace funds from EU
cohesion policy, but in practice distributed less per capita in many regions. Eight of
the ten areas losing most from the new arrangement are in northern England; Tees Val-
ley lost around £19 per capita a year. Analysis by IPPR North (2022)"° further showed
thatinflation had created a ‘hole’ of £560 million in the funds of the Levelling Up Fund
and the UKSPF by 2025/2026, because the government did not index the allocations
in response to rising prices. Third, the centralisation of control. The UKSPF, unlike EU
funds, is managed centrally from London. This met with a critical reaction from the
devolved administrations (Scotland, Wales, Northern Ireland), which saw the new
mechanism as an attempt to strip them of their autonomy.™’

A concrete illustration of the scale of the divergence is Cornwall. In the period 2010-
2018, the region received on average £50 million a year from the EU’s structural funds;
under the UKSPF it received £132 million for 2022-2025 - that is, £44 million a year.'*?
Cornwall Council estimated that, had the United Kingdom remained in the EU, the region
would have received around £100 million a year, more than twice as much as under the
new arrangement. Cornwall and West Wales were the most favoured beneficiaries of
the new fund, which means that the other regions received relatively less.'® In practice,
Britain’s poorestregions received support that fell markedly short of the expectations
built up by the political promises surrounding the replacement of EU funds.

As aresult, the regional programmes of 2022-2025 did not halt the advancing strati-
fication. The British state withdrew from part of its responsibility for regional conver-
gence, handing it over to institutions with fewer resources than those that had previ-
ously administered EU funds.

99  J. Madders, Successive Tory Governments Have Abandoned Workers, ‘New Statesman’, 3V 2024,
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from the UK Shared Prosperity Fund, The Post, 231V 2022,
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2.5.4 CONCLUSIONS: BREXIT AS THE COST

OF GEOGRAPHICAL FRAGMENTATION

A decade after the referendum in which the British decided to leave the European
Union, five concluding observations can be drawn.

1.

First, Brexit was the largest case of voluntary economic disintegration by a devel-
oped state in the twenty-first century. No other advanced economy has deliberately
decided to leave the largest trading bloc with which it was fully integrated. It was
a decision reversing forty-seven years of economic integration and goods trade,
taken by democratic vote.

Second, the costs did not appear in the form of a collapse, but of many years of
stagnation in productivity, investment and trade. Bloom, Bunn, Mizen, Smietanka
and Thwaites identify four channels of transmission: a lasting rise in uncertainty
weighing on investment; lower expected demand; a fall in within-firm productiv-
ity through reduced innovation and IT investment; and a redistribution from more
productive, export-oriented firms to less productive ones.'

Third, the hardest hit were sectors dependent on cross-border integration and
regions that were already weaker. This reflects the structuralinequality of the costs:
those with fewer resources bore the higher relative costs. Chen et al.’ described
this earlier: Cumbria, the industrial regions of the Midlands and Wales —all depen-
denton cross-border trade within their supply chains — suffered most. In London’s
case, thanks to economic diversification, the losses were smaller, though it too
was not spared, as can be seen in the weak performance of some boroughs.

Fourth, London retained its status as a global city but did not pull the whole economy
upwards. The United Kingdom remains the most regionally unbalanced economy
among the large European countries. The OECD ranks British regional inequality
fourth among 29 comparable member countries, with the fourth-largestincrease
in the twenty-first century.’*® In 2025, London’s GDP per capita remains almost
2.5times higher than in the North East—which, on the scale of comparable econo-
mies, is an anomaly.

Fifth, Brexit shows that, in a world of large economic blocs —the EU, the US, China
—middle powers lose their advantages by operating outside the common market.
The United Kingdom is today a larger but lonelier economy. The attempt to rebuild
relations through the so-called reset of May 2025 - the SPS agreement, the joint talks
on emissions trading, the discussion of a return to Erasmus+ —is a tacit acknowl-
edgement thatthose who, in 2016, warned of the consequences of leaving the single
market were right.'"’

104 N.Bloom, P. Bunn, P. Mizen, P. Smietanka, G. Thwaites, The Economic Impact of Brexit.
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rexitis most often analysed through the lens of its economic consequences and

the United Kingdom’s international standing. A decade after the referendum,

however, it is now clear that its most long-lasting consequences are political
and constitutional in nature. At issue is less the substance of policy than the mecha-
nisms of decision-making, the legitimacy these command, and the very definition of
the political community. The 2016 referendum did not inaugurate a crisis of the political
system; rather, it was a failed attempt to resolve problems that had been mounting for
decades. In this context, the role of European integration is especially significant — as
a process that gradually undermined the stability of the traditional Westminster model
and generated party divisions and tensions between the elites and part of society. In
parallel, the devolution that developed since the late 1990s deepened the conflicts
between the centre and the other constituent parts of the state.

From the standpoint of an analysis of the British political system, Brexit was above all
an attempt to bring about fundamental changes concerning political representation
and the democratic legitimacy of the process of European integration. This chapter
argues that Brexit brought about fundamental changes in the party system, in the ideas
and narratives shaping public debate (politics), rather than in the substance of public
policy (policy). The United Kingdom is approaching the largest restructuring of its party
system since the early twentieth century. Disputes over the integrity of the state have
sharpened, and the way sovereignty is understood has changed. At the same time, the
recovered competences have served chiefly to continue earlier trends. This chapter
analyses these processes along three dimensions: the impact of Brexit on the party
system and the stability of governments; its consequences for the integrity of the state;
and the scope of real freedom of action following the recovery of formal sovereignty.

108 In preparing this chapter, the author drew on research conducted as part of the project ‘Cooperation, Integration and Sovereignty
in the Anglosphere: Prospects for the Development of AUKUS and CANZUK’, funded by the Ministry of Science and Higher
Education under the Science for Society Il programme.
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3.1 BREXIT AS THE CULMINATION
OF ALONG POLITICAL CRISIS

The first clear manifestation of the British dispute over Europe was the referendum
of 1975, called on the initiative of the Labour Prime Minister Harold Wilson (two years
after accession to the European Communities). Its purpose was to preserve the unity
of the Labour Party by transferring responsibility for decisions on European matters
tothe electorate.® It set a precedent for the use of referendums to settle political con-
flicts that could not be resolved within the traditional two-party system.

Beginning with the dispute over the Maastricht Treaty, which threatened to bring down
John Major’s Conservative government, each successive stage of European integration
deepened the divisions within the Conservative Party and, to a lesser extent, within the
Labour Party, while also undermining the democratic legitimacy of the whole process.
Since the dispute over the 2004 Constitutional Treaty, the demand for a referendum
on the European question has become a permanent feature of political debate. The
moment at which European integration finally turned from a question of foreign policy
into a conflict over sovereignty, democracy and identity was the adoptionin 2011 —in
response to an earlier Conservative manifesto commitment — of the European Union
Act, which established an obligation to hold a referendum in the event of any signifi-
cant change to EU law.

The greatest beneficiary of these processes was the UK Independence Party (UKIP).
Initially, a marginal grouping focused on the demand to leave the EU, it gradually trans-
formed into a broader movement of opposition to the political establishment. Its vic-
tory in the 2014 British elections to the European Parliament was the first instance in
more than a century of a party from outside the Conservative—Labour duopoly win-
ning a nationwide election."® UKIP’s success revealed the scale of a crisis of political
representation that the main parties were no longer able to absorb.

Itis inthis context that the speech given by the Conservative Prime Minister David Cam-
eron at the Bloomberg headquarters in January 2013, in which he announced a refer-
endum on British membership of the EU, should be interpreted. His reform programme
envisaged enhancing the EU’s competitiveness, greater flexibility of integration, the
repatriation of certain competences, and the strengthening of the democratic legiti-
macy of the EU’s decision-making process —and, should comprehensive EU reform fail,
the renegotiation of the terms of British membership.”" Unlike Harold Wilson in 1975,
however, Cameron was acting under conditions of a deep crisis of representation, in
which the traditional parties were losing the capacity to manage new social divisions.
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3.2 BREXIT AND THE RECONFIGURATION
OF THE PARTY SYSTEM

3.2.1 THE EROSION OF THE TRADITIONAL TWO-PARTY SYSTEM

Brexit brought about the deepest restructuring of the British party system in decades. The
left-right divide was partly displaced by the conflict between supporters and opponents
of Brexit, which evolved into a broader dispute over sovereignty, identity and globalisa-
tion. No new equilibrium has emerged, however, and a decade after the referendum, the
political landscape remains more fragmented and less predictable than before 2016.

For most of the twentieth century, the British political system rested on the dominance
of the Conservative Party (the Tories) and the Labour Party. Brexit exposed the limita-
tions of this model. Under Cameron’s leadership, the Conservative Party advanced
a liberal-conservative programme that accepted the United Kingdom’s membership
of the European Union as a settled feature of the political landscape.

The 2016 referendum drove the collapse of this strategy. In 2019, Boris Johnson mar-
ginalised the party’s pro-European wing, transforming the Conservatives into an unam-
biguously pro-Brexit party.'?

The Labour Party found itself, between 2013 and 2026, in an equally difficult posi-
tion. Its traditional electoral coalition encompassed both metropolitan supporters of
European integration and the more Eurosceptic voters of the post-industrial regions of
northern England and Wales. Jeremy Corbyn attempted to preserve the party’s unity
through strategic ambiguity on Brexit. This strategy proved ineffective and led to the
loss of part of the electorate to the Liberal Democrats and the Conservatives." The
process of withdrawal from the EU accelerated the shift from class politics to identity
politics, further weakening the Westminster model, which had rested on stable social
coalitions."

3.2.2 THE FIRST PHASE OF BREXIT-THE 2019 GENERAL ELECTION
The general election of December 2019 was the culminating moment of the first phase
of Brexit, when an attempt was made to organise the process within the framework of
the traditional two-party system. A key factor was the electoral strategy of Boris John-
son’s government, built around the slogan ‘Get Brexit Done.’ Three years of post-refer-
endum deadlock, exacerbated by the inconclusive result of the 2017 general election,
created strong electoral demand for a definitive resolution of the Brexitissue. Johnson
successfully presented himself as a politician capable of breaking the parliamentary
deadlock and delivering the outcome of the referendum.®
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In the Conservatives’ 2019 victory, a significant role was played by Nigel Farage’s Brexit
Party, which had been built on a substantial part of UKIP’s assets. Farage’s decision to
refrain from standing candidates against incumbent Conservative MPs reduced the risk
of fragmenting the pro-Brexit vote, even though the party itself failed to win any seats.
Although it secured no parliamentary representation, the Brexit Party exerted substan-
tialinfluence on the political landscape. It strengthened Johnson’s position within the
Conservative Party, reinforced the cohesion of the Leave electorate, and eased the
electoral realignment of some traditional Labour voters towards the Conservatives."®

The 2019 election delivered the Conservatives’ largest victory since Margaret Thatcher
and appeared to mark the emergence of a new political majority. The coalition Johnson
built, however, rested more on shared support for Brexit than on a durable commu-
nity of social interests. The most spectacular effect of the election was the breaching
of the so-called Red Wall - a belt of traditionally Labour constituencies in northern
England and the Midlands. For the first time in generations, a substantial part of the
working-class electorate backed the Conservatives. This was made possible by com-
bining Brexit issues with a narrative of nationalidentity, cultural security and criticism
of the political elites."”

3.2.3 THE FRAGMENTATION OF THE PARTY SYSTEM

The Conservatives’ triumph proved short-lived. After formal withdrawal from the EU,
the salience of the Brexit conflict began to decline. At the same time, problems associ-
ated with inflation, the cost of living, the state of public services and economic stagnha-
tion mounted, compounded by the economic effects of the COVID-19 pandemic and
then by the energy-price crisis linked to Russia’s aggression against Ukraine. The Con-
servative leadership crisis following Johnson’s departure —including the record-short
premiership of Liz Truss and the managerial governing style of Rishi Sunak —combined
with the difficult economic situation, produced a sharp fall in support for the party."®

The 2024 general election did not, however, mark a return to the pre-referendum model.
Although it delivered a decisive victory for the Labour Party under Keir Starmer, smaller
parties also strengthened their position, including the Liberal Democrats, the Green
Party and Reform UK, which evolved out of the Brexit Party. Labour’s victory reflected,
to a significant extent, the mechanics of the majoritarian electoral system. The party
secured around 62% of the seats on around 34% of the vote —the lowest level of nation-
wide support for an election-winning party in roughly a century. The result was a sub-
stantial parliamentary majority built on a relatively narrow electoral base.”® At the same
time, the election deepened the Conservative Party’s internal crisis.
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3.2.4 THE SECOND PHASE OF BREXIT-CHALLENGING THE WIDER
EUROPEAN INSTITUTIONAL FRAMEWORK

Between 2022 and 2026, British politics entered a second phase of Brexit. Its principal
feature became the gradual shift of political conflict from the relationship between
the United Kingdom and the EU to a broader dispute over the constraints imposed
on the British state by European and international institutional frameworks. Whereas
the first phase of Brexit was dominated by the divide between supporters of remaining
in and of leaving the EU (Remain versus Leave), in the second phase, increasing impor-
tance has been attached to the conflict between parties identified with the political
establishment and anti-establishment parties that question the effectiveness and
legitimacy of the existing institutional order.

The greatest beneficiary of this change has been Reform UK, which evolved from a party
originally focused on delivering Brexit into a broader protest movement against the
political elites, high immigration and the effects of globalisation. At the same time, on
the opposite side of the political spectrum, the Greens grew in importance, attracting
voters disillusioned with the Labour Party. As a result, the traditional two-party model
gave way to a more pluralistic and less stable party system. The growing importance
of parties from outside the traditional duopoly indicates that the crisis of political
representation, of which the Brexit referendum was one manifestation, has not been
resolved but has assumed new forms.™°

Assignificant element of this transformation is the changing focus of debates over sov-
ereignty. In the first phase of Brexit, the principal symbols of the constraints on Brit-
ish autonomy were the EU institutions — in particular the European Commission, the
Court of Justice of the EU, and the principle of the primacy of EU law. In the second
phase, a similar role came to be played by the European Convention on Human Rights
(ECHR), the European Court of Human Rights, and other international mechanisms
limiting the state’s freedom of action, especially in the area of migration and asylum
policy. Demands to limit the influence of these institutions on the British legal order
arise ever more frequently, and some political circles openly advocate the United
Kingdom’s withdrawal from the ECHR system. The debate over ‘taking back control’
has shifted from the level of European integration to that of the wider — European and
global —institutional order.'
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3.3 BREXIT AND TERRITORIAL COHESION
IN THE UNITED KINGDOM

3.3.1 RELATIONS BETWEEN THE CENTRAL
AND DEVOLVED ADMINISTRATIONS

Brexit increased the United Kingdom’s formal autonomy vis-a-vis the European Union,
but also highlighted the constraints inherent in the British multinational state. One of the
main slogans of the Brexit campaign was ‘Take Back Control’, understood above all as the
United Kingdom’s recovery of competences in the fields of legislation, immigration and
economic policy. In practice, however, withdrawal from the EU setin motion a new con-
stitutional conflict, concerning the division of competences between the British central
authorities and the devolved administrations of Scotland, Wales and Northern Ireland.
Before Brexit, many areas covered by devolution —such as agriculture, fisheries, environ-
mental protection and regional development —functioned within the framework of common
European regulation. Although these competences formally belonged to the autonomous
administrations, their exercise was harmonised by EU law, which was often accepted in
the constituent parts of the state more readily than solutions imposed by Westminster.

Brexit opened the politically sensitive question of how powers previously exercised at
the EU level should be allocated, laying bare the differing political preferences of the
constituent parts of the United Kingdom.™?

The autonomous administrations argued that the competences repatriated from
the EU should be transferred automatically to the devolved administrations. Boris
Johnson’s government, however, took the position that preserving the coherence of
the internal market required the establishment of common regulatory frameworks
for the whole state. The dispute ultimately led to the creation of the Common Frame-
works system and the adoption of the UK Internal Market Act 2020. By introducing
principles of mutual recognition and non-discrimination, the Act limited the scope for
devolved administrations to adopt divergent regulatory standards.'?

At the same time, the Common Frameworks that were developed became a mecha-
nism for coordinating public policy between the centre and the constituent parts of
the state, in practice strengthening the role of the central government at the expense
of the devolved administrations.’? As a result, the British union state is being trans-

formed into a more complex and conflict-prone arrangement, founded on the tension
between the principle of the sovereignty of the British Parliament and the autonomy of
the devolved administrations.'®
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3.3.2 THE PROSPECTS FOR SCOTLAND,

WALES AND NORTHERN IRELAND
Scotland. Of all the constituent parts of the United Kingdom, Brexit had the strongest
impact on the constitutional debate in Scotland. This stemmed from the specific char-
acter of the political scene there, which —following the victory of the Scottish National
Party (SNP) in the 2007 elections to the Scottish parliament — was organised around
the conflict between supporters and opponents of independence.’?® The Scottish inde-
pendence referendum of 2014 ended in victory for those favouring continued member-
ship of the United Kingdom, by 55% to 45%. One of the most important arguments of
the pro-Union camp was the claim that only remaining in the United Kingdom would
guarantee Scotland continued EU membership. The Brexit referendum of 2016 under-
mined this argument. While a majority of British voters opted to leave the EU, in Scot-
land 62% of those voting supported remaining.'” The SNP’s existing national narrative
was supplemented by a democratic argument: since Scotland had been taken out of
the EU against the will of its own majority, it should have the opportunity to determine
its constitutional status afresh.'®

Brexit did not, however, produce a breakthrough on Scottish independence. Despite
periodic rises in support forindependence, no stable majority emerged. The salience
of the constitutional question was constrained by socio-economic problems and
by the weakening of the independence movement’s leadership. In this context, the
national elections of May 2026 were significant: the SNP retained its dominant posi-
tion, but second place went to Reform UK, with the Labour Party - historically com-
manding in Scotland - falling to third place and the Conservatives marginalised.
This arrangement reflected a growing polarisation of the political landscape between
the independence current and an anti-establishment but pro-British one, weaken-
ing the traditional unionist parties while pointing to the possibility of a consolidation
of the unionist movement around Reform UK.

Wales. Wales developed the process of devolution more gradually than Scotland. The
Welsh parliament, established in 1999, acquired further competences in stages, but
Welsh nationalism remained considerably weaker than its Scottish counterpart. Plaid
Cymru was for a long time an important but limited regional force, while the dominant
position was held by the Labour Party.' The socio-economic specificity of Wales
was also significant. Many parts of the country had an economic structure similar to
that of northern England, in which problems associated with deindustrialisation and
regionalinequalities played a greater role than constitutional questions. For thisreason,
a majority of Welsh voters supported Brexit'®, despite the significant benefits flowing
from European funds. After 2016, the political scene began to fragment. Plaid Cymru
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reinforced its autonomist narrative, while Reform UK won over anti-establishment vot-
ers. These changes did not, however, feed through into a significant rise in support for
independence. Brexit accelerated the debate on decentralisation and the governance
of the state. The elections to the Welsh Parliament (the Senedd) in May 2026 confirmed
this trend. Plaid Cymru’s historic victory and Reform UK’s second place signal a further
weakening of the traditionally dominant parties.

Northern Ireland. The most complex territorial consequences of Brexit occurred in
Northern Ireland. This stemmed from the specific character of the local political sys-
tem, which, since the Good Friday Agreement of 1998, has rested on the mandatory
power-sharing of the unionist and nationalist communities within national autonomy.
For most of the period since the agreement was concluded, the Democratic Unionist
Party (DUP) and the radically republican Sinn Féin played the dominant roles, while
the moderate parties gradually lost ground.™ Brexit undermined this system, even
though a majority of voters in the province had opted to remain in the EU. The ques-
tion of maintaining an open land border between Northern Ireland and the Republic
of Ireland was one of the fundamental issues in the Brexit negotiations.?

The United Kingdom faced the task of reconciling three objectives: protecting the EU
single market, avoiding a ‘hard border’ on the island of Ireland, and preserving the ter-
ritorial integrity of the state. This question was regulated by the Ireland and Northern
Ireland Protocol to the 2019 Withdrawal Agreement, but the customs border in the
Irish Sea created under it — between Northern Ireland and Great Britain — triggered
a prolonged crisis of the autonomous government. As a result, part of the Protocol’s
provisions were significantly amended by the Windsor Framework of 2023. Under this
instrument, Northern Ireland remained part of the British customs territory and of the
British regulatory area for services, but became part of the EU single market for goods.
The Windsor Framework also introduced two types of crossing at the Irish Sea customs
border - respectively for British goods circulating within the UK internal market and
for goods traded with the Republic of Ireland and other EU member states.™®In prac-
tice, the province retained open access to both the British market and the EU single
market. The Windsor Framework also introduced a veto mechanism for the national
parliament (the Stormont Brake) over certain EU regulations, but it did not remove the
fundamental constitutional tension regarding the democratic deficit in relation to EU
regulation. Atthe same time, Brexit accelerated changes on the local political scene.
Inthe 2022 Assembly election, Sinn Féin became the largest party in Northern Ireland
forthe first time, while the Alliance Party significantly increased its support, benefiting
from growing voter fatigue with the traditional unionist-nationalist divide.
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3.4 SOVEREIGNTY AFTER BREXIT:
BETWEEN AUTONOMY AND INTERDEPENDENCE

3.4.1 FORMAL VERSUS OPERATIONAL SOVEREIGNTY

In public debate, Brexit is sometimes presented as the inevitable result of British Euros-
cepticism. This interpretation, however, oversimplifies the actual course of events. For
most of the period after the entry into force of the Maastricht Treaty, successive British
governments sought not so much to leave the EU as to reform it and the terms of British
membership. The fullest expression of this approach was Cameron’s aforementioned
Bloomberg speech. Inits light, Brexit can be interpreted as the result of the failure of the
project to reform the Union. Atthe same time, the Vote Leave campaign slogan ‘Take Back
Control’ was deliberately ambiguous, enabling the mobilisation of different groups of vot-
ers and becoming, after the referendum, a central element of disputes over the meaning
of sovereignty and the future shape of the British state.”* The United Kingdom recovered
fullinstitutional autonomy vis-a-vis the EU through the triggering of the procedure under
Article 50 of the Treaty on European Union and the conclusion of the 2019 Withdrawal
Agreement, as well as the conclusion with the EU of the 2020 Trade and Cooperation
Agreement (TCA)."** The mostimportant constitutional consequences of Brexitincluded
the abolition of the primacy of EU law, departure from the jurisdiction of the Court of Jus-
tice of the EU, the recovery of control over migration policy, and the ability to conduct an
independent trade policy and to shape economic regulation autonomously. From the
standpoint of classical sovereignty theory, this was the largest constitutional change in
the United Kingdom since accession to the European Communities in 1973.

This process, however, exposed an important difference between formal and opera-
tional sovereignty. Although Westminster recovered the full range of its legislative
competences, this did not automatically lead to greater policy autonomy. Under con-
ditions of deep economic and strategic interdependence, the United Kingdom’s real
agency remains subject to significant constraints: access to the EU market requires
the maintenance of regulatory compatibility; global supply chains limit the scope for
radical policy change; and the growing importance of external partners, especially the
United States, creates new dependencies.' At the same time, the recovery of a broad
range of competences was not used to carry out a far-reaching overhaul of public pol-
icy, because successive governments failed to put forward a coherentvision of a new
model for the development of the state. As aresult, Brexit represented a reconfiguration
of external constraints rather than a complete ‘taking back of control’, demonstrating
that formal sovereignty does not necessarily translate into the practical capacity to
pursue political and economic objectives.

134  B.Wellings, English Nationalism, Brexit and the Anglosphere, Manchester University Press, Manchester 2019,
https://doi.org/10.7765/9781526130983.

135 P Biskup, Model Brexitu w swietle porozumienia UE-Wielka Brytania, ‘Biuletyn PISM’ 2021, no. 3 (2201), 812021,
https://pism.pl/publikacje/Model_brexitu_w__wietle_porozumienia_UE_Wielka_Brytania_; P. Biskup, Koniec poczatku? Relacje
unijno-brytyjskie sto dni po Brexicie, ‘Biuletyn PISM’ 2021, no. 65 (2263), 20 IV 2021,
https://pism.pl/publikacje/koniec-poczatku-relacje-unijno-brytyjskie-sto-dni-po-brexicie.

136 A.Menon, J. Portes, The Economics of Brexit, UK in a Changing Europe, London 2023,
https://ukandeu.ac.uk/publications/the-economics-of-brexit/;

T. Sampson, Brexit and the UK Economy, ‘Annual Review of Economics’ 2024, vol. 16,
https://doi.org/10.1146/annurev-economics-082222-065831.

62



REPORT JUNE 2026
A SHRINKING POWER. TEN YEARS AFTER THE BREXIT REFERENDUM

3.4.2 FROM EUROPEAN INTEGRATION TO MANAGING
INTERDEPENDENCE WITH THE EU ACROSS PUBLIC POLICY

Technology policy. One of the few areas in which the United Kingdom retains signifi-
cant potential for strategic divergence, particularly with regard to genetic research,
artificialintelligence, and the regulatory framework governing technology and financial
start-ups. Here, the United Kingdom possesses not only an extensive research base
but also a regulatory culture characteristic of the Anglo-Saxon states, founded on
a greater acceptance of risk thanin the EU. Since its establishmentin 2025, the UK-US
Technology Partnership (TPD) has provided a framework for cooperation in artificial
intelligence, semiconductors, quantum technologies, cybersecurity and investment
security, complemented by a significant investment programme.’’ If this cooperation
is deepened, the United Kingdom will gradually bring its regulatory arrangements closer
to the American model, at the expense of compatibility with the EU’s. This would be
the first example since Brexit of recovered autonomy being used to build a genuinely
different model of economic development. At the present stage, however, itis difficult
to determine the extent to which this potential will be realised.

Vaccine policy. During the COVID-19 pandemic, the United Kingdom opted for its own
procedures for the approval of vaccines and the conclusion of purchase contracts. This
enabled the rapid authorisation of all major COVID-19 vaccines, the development and
production of a domestically developed vaccine through a partnership between the
British government, the University of Oxford and AstraZeneca, and the earlier rollout
of avaccination programme than in most EU member states. These actions were one
of the few examples of the direct use of recovered regulatory autonomy.'s®

Migration policy. One of the principal arguments of Brexit supporters was the need to
regain control over migration. Formally, this objective was achieved: free movement
of persons was replaced by a national points-based system, and EU citizens lost their
privileged access to the British labour market. This did not, however, lead to a reduc-
tion in the inflow of migrants. On the contrary, between 2022 and 2025, the number
of legalimmigrants reached record levels. What changed was the geographical com-
position of migration, shifting in favour of immigrants from Asia, Africa and the Middle
East at the expense of EU states.’ This means that recovered sovereignty was used
above all to alter the mechanisms of migrant selection, rather than to reduce the scale
of migration substantially. At the same time, the United Kingdom became one of the
principalinitiators of the debate over revising the application of the European Conven-
tion on Human Rights (ECHR) in the area of migration and asylum policy. This discus-
sion focuses in particular on the constraints that the case law of the European Court
of Human Rights (ECtHR) places on deportations and on measures to combatillegal
migration. On the British right, a growing consensus holds that the current Convention
framework constrains the effectiveness of border control. As a result, some political
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https://pism.pl/publikacje/pobrexitowe-paradoksy-legalnej-imigracji-do-wielkiej-brytanii.
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actors have begun to advocate the United Kingdom’s withdrawal from the ECHR.
Any implementation of these demands would directly expose the United Kingdom to
a breach of the commitments it undertook towards the EU in the Trade and Coopera-
tion Agreement.

Climate policy. Some Brexit supporters presented leaving the EU as an opportunity to
deregulate the economy. In practice, successive governments maintained ambitious
climate targets and pursued a policy of decarbonisation. The United Kingdom remained
one of the leaders of European climate policy, and its climate-neutrality targets were
often more ambitious than the EU’s minimum requirements.™® Ambitious climate
targets were developed in particular during Johnson’s premiership, when the United
Kingdom sought to play the role of a global leader of the energy transition. After an
attempt to partially revise them during the Truss and Sunak governments, the Starmer
government returned to the most ambitious active decarbonisation policy in Europe.

Security policy. An even greater degree of continuity was evident in security and defence
policy. The basis of British strategy remained NATO, the relationship with the United
States, and an active military presence in Europe. The Integrated Review for 2021-2023
set out a vision of ‘Global Britain’, but its implementation was constrained by financial
factors and successive international crises, in particular the outbreak of full-scale war
in Ukraine.' These circumstances, however, facilitated the negotiation of a new UK-
EU understanding after Labour took office in 2024. In May 2025, a political agreement
on a strategic partnership between the United Kingdom and the EU was concluded,
marking a significant step towards stabilising the bilateral relationship, especially in
the fields of security, foreign policy and cooperation in selected sectors, including
energy. It confirmed a trend towards a more pragmatic approach to EU-UK relations
following a period of tension, without altering their fundamentally intergovernmental
character. The agreement nevertheless still requires implementation through legally
binding sectoral arrangements.2

140 P. Biskup, Brytyjska transformacja klimatyczna wobec wyzwari spoteczno-gospodarczych i bezpieczenstwa, ‘Biuletyn PISM’ 2024,
https://pism.pl/publikacje/brytyjska-transformacja-klimatyczna-wobec-wyzwan-spoleczno-gospodarczych-i-bezpieczenstwa.

141  P. Biskup, Zwyciestwo Partii Pracy w wyborach do Izby Gmin, ‘Biuletyn PISM’ 2024,
https://pism.pl/publikacje/zwyciestwo-partii-pracy-w-wyborach-do-izby-gmin.

142 HM Government, Global Britain in a Competitive Age: The Integrated Review of Security, Defence, Development and Foreign Policy,
Cabinet Office, London 2021, https://www.gov.uk/government/publications/global-britain-in-a-competitive-age-the-integrated-
review-of-security-defence-development-and-foreign-policy; HM Government, Integrated Review Refresh 2023: Responding to
a More Contested and Volatile World, Cabinet Office, London 2023, https://www.gov.uk/government/publications/integrated-
review-refresh-2023-responding-to-a-more-contested-and-volatile-world; P. Biskup, Brytyjska strategia globalna: wielos¢
priorytetéw przy ograniczonych srodkach ‘Biuletyn PISM’ 2024, https://pism.pl/publikacje/brytyjska-strategia-globalna-wielosc-
priorytetow-przy-ograniczonych-srodkach.
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CONCLUSION

Ten years after the referendum, Brexit should be regarded above all as an event that
permanently changed the British political system. Its most important consequences
to date concern not so much the substance of public policy as the manner in which
interests are represented, political conflict is organised, and the institutions of the
state function. The 2016 referendum did not bring to an end the crisis of representa-
tion and legitimacy that had been mounting for decades; rather, it opened a new stage
in its development.

Brexit accelerated the restructuring of the party system, weakening the traditional
dominance of the Conservative and Labour parties and creating space for the rising
importance of parties outside the historical duopoly. Atthe same time, it changed the
nature of political disputes. The conflict over EU membership gradually gave way to
a broader debate over the limits of the state’s autonomy, the effects of globalisation,
and the relationship between citizens and the political elites.

The process of withdrawal from the EU also revealed structural tensions within the Brit-
ish union and heightened the salience of disputes over the division of competences,
the sources of political legitimacy, and the relationship between the centre and the
constituent parts of the state. As a result, the question of territorial integrity remains
one of the most important long-term challenges facing the British political system.

The United Kingdom recovered full formal autonomy vis-a-vis the EU, but this did not
produce an equally significant increase in the state’s freedom of action. Under con-
ditions of deep economic, regulatory and strategic interdependence, Brexit signified
above all a change in the nature of dependencies, rather than their complete removal.

From this perspective, leaving the European Union can be regarded as a process that
transformed British politics to a far greater extent than it did British public policy. Ten
years after the referendum, its most enduring legacy remains not a new economic or
institutional model, but a lasting transformation of the way political representation,
sovereignty and the political community are defined in the United Kingdom.
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FINDINGS

Brexit was, above all, a process of institutional and political restructuring rather than
one of public-policy change. It altered the logic of representation, legitimacy and politi-
cal competition, but it led to far fewer fundamental changes in public policy. Its most
long-lasting effects concern the functioning of the political system, rather than specific
sectoral arrangements.

The 2016 referendum was the culmination of a longstanding crisis of representa-
tion. The conflict over European integration had been mounting for decades, exposing
the limitations of the Westminster model under conditions of growing social, culturaland
territorial diversity.

The party system underwent a deep reconfiguration. The divide between support-
ers of leaving the EU and of remaining within it temporarily weakened the salience of the
traditional left-right axis, encouraging the formation of new electoral coalitions and the
rising importance of parties from outside the historical Conservative—Labour duopoly.
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Brexit accelerated the political differentiation of the constituent parts of the state.
It reinforced distinct political dynamics in Scotland, Wales and Northern Ireland, deep-
ening the debate over the future model of relations between the centre and the devolved
administrations.

Recovered formal sovereignty did not translate into full freedom of action for the
state. Despite regaining institutional autonomy vis-a-vis the EU, the United Kingdom con-
tinues to operate under conditions of strong economic, regulatory and strategic interde-
pendence, which limits the range of available political choices.

Brexit exposed the internal tensions of the union state. Disputes over the division of
competences following withdrawal from the EU showed that sovereignty and political
legitimacy are understood differently in different parts of the United Kingdom.

The most enduring effect of Brexit is the weakening of traditional patterns of politi-
cal representation. Ten years after the referendum, British politics remains more frag-
mented, more territorially differentiated and more susceptible to the emergence of new
political actors than it was before 2016.
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4.1 INTRODUCTION

The referendum on the United Kingdom’s membership of the European Union of 23 June
2016 marked one of the most significant turning points in post-war European history. For
Poland, the outcome of the referendum represented a distinct challenge. The United
Kingdom was one of Warsaw’s most important political and economic partners, one
of the leading advocates of NATO and EU enlargement to Central Europe, and a coun-
try home to one of the largest Polish diasporas.™ Concerns naturally arose regarding
the future of the bilateral relationship, the rights of Polish citizens residing in Britain,
and Poland’s place in British European policy after Brexit.

Tenyears on, itis clear that Brexit created not only problems and challenges but also
opportunities, many of which were successfully exploited. What is more, Polish—British
relations have become one of the paradoxes of the post-Brexit era. While a substan-
tial part of the ties binding the United Kingdom to Europe weakened or were redefined,
cooperation between Poland and the United Kingdom rose to a new level. There was
adeepening of political cooperation, the development of strategic dialogue, an unprec-
edented rapprochement in the field of security and defence, and a marked change in
the perception of Poland among British elites and the wider public.

The central argument of this chapter is that Brexit did not weaken Polish-British
relations but rather contributed to their transformation into one of the closest
strategic partnerships in Europe. At the same time, the years 2016-2026 saw

a fundamental shift in the British perception of Poland-from a country associ-
ated chiefly with migration to a state regarded as a key political, military and
economic partner, and one of the pillars of European security.

143 Gtéwny Urzad Statystyczny, Informacja o rozmiarach i kierunkach czasowej emigracji z Polski w latach 2019-2024,
informacja sygnalna, Gtéwny Urzad Statystyczny, Warsaw 2025,
https://stat.gov.pl/obszary-tematyczne/ludnosc/migracje-zagraniczne-ludnosci/informacja-o-rozmiarach-i-kierunkach-czasowej-
emigracji-z-polski-w-latach-2019-2024,18,3.html.
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4.2 ADIFFICULT STARTING POINT

To assess the scale of this transformation, itis necessary to recall the initial situation. In
the middle of the second decade of the twenty-first century, knowledge of Poland in the
United Kingdom remained limited. For a significant part of British society, Poland was,
above all, the country of origin of a large community of migrants who had arrived following
the European Union’s enlargement in 2004. Although Poles were generally seen as hard-
working, well-educated and well-integrated, their presence became part of a broader
debate on migration that played a significant role during the referendum campaign.

Migration from Central and Eastern Europe became a prominent theme in political
debate, where it was often presented as evidence of diminished border control and
as arationale for leaving the European Union. Poland thus found itself at the centre of
one of the most emotive political debates in the modern history of the United Kingdom.

Differences also existed in the perception of Russia. Poland—-after earlier experiences,
the Chechen wars, the Russo-Georgian war of 2008, and the annexation of Crimea
and the aggression against Ukraine in 2014-regarded Russia as the principal threat to
European security. In the United Kingdom, the change in perception unfolded gradu-
ally. Despite mounting tensions, London remained an important centre of activity for
Russian financial elites, and the presence of Russian capital was not widely perceived
as a strategic problem.

The shift came about gradually. The assassination of Alexander Litvinenko, the
attempted poisoning of Sergei Skripal, and the growing number of Russian influence
operations, cyberattacks and attempts to interfere in the democratic processes of
Western states led to a fundamental change in the attitude of the British political and
security establishment.™ As a result, the United Kingdom began to reach strategic
conclusions similar to those Poland had been articulating for many years.

4.3 DIPLOMACY AND THE DEVELOPMENT
OF STRATEGIC PARTNERSHIP

One of the mostimportantfactors in the success of Polish—British relations was the active
and consistent diplomatic policy of both states. The establishment in January 2016 of
the Quadriga format-bringing together the foreign and defence ministers of Poland and
the United Kingdom-was of particular significance. Although this initiative predated the
Brexit referendum, it provided a durable framework for subsequent strategic dialogue.

After the referendum, both states consistently developed bilateral cooperation through
regular intergovernmental consultations, strategic dialogue and frequent contacts
at the political level. With hindsight, it is clear that Warsaw and London deliberately
sought to build a relationship extending beyond the framework of the United Kingdom’s

144 D.Allan, I. Bond, A New Russia Policy for Post-Brexit Britain, Chatham House, The Royal Institute of International Affairs,
London 2022, https://www.chathamhouse.org/2022/01/new-russia-policy-post-brexit-britain.
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cooperation with the European Union. In November 2016, during the firstintergovern-
mental consultations, Prime Ministers Beata Szydto and Theresa May announced in
London the beginning of a strategic partnership™®.

A significant achievement was the safeguarding of citizens’ rights. Following the ref-
erendum, the protection of the interests of the more than one million Poles residing
in the United Kingdom became one of the principal priorities of Polish diplomacy. As
a result of a substantial information campaign, Poles—initially the nationality least
likely to register—-became the group that initially made the most effective use of the EU
Settlement Scheme, obtaining settled or pre-settled status.™® This made it possible
to mitigate one of the main potential negative effects of Brexit.

A symbol of Poland’s lasting commitment to developing relations with the United King-
dom was also the opening of the Consulate General of the Republic of Poland in Bel-
fast-the first and only consulate general of a European Union member state in Northern
Ireland. This decision carried both practical and political significance, underscoring
the strategic character of Polish—British relations.

4.4 SECURITY AND DEFENCE
- A NEW PILLAR OF PARTNERSHIP

The greatest development in the relationship, however, occurred in the field of security
and defence. Over the past decade, Poland and the United Kingdom have achieved
an exceptionally high level of strategic convergence. Both states increasingly came to
regard one another as key partners in ensuring European security. In addition to the
annual Quadriga meetings, the annual intergovernmental consultations played an
importantrole. In 2017, the Treaty on Defence and Security Cooperation was signed."’
The so-called Northolt Treaty, signed in May 2026 in Uxbridge, beside the Battle of Brit-
ain Bunker in the London Borough of Hillingdon, provides an additional framework for
the strengthened strategic partnership.

Cooperation to date has focused primarily on military ties, intelligence sharing, cyber-
security, countering hybrid threats and the protection of critical infrastructure. Par-
ticularly important has been cooperation within NATO and joint efforts to strengthen
the Alliance’s eastern flank.

Poland and the United Kingdom were also among the first states to recognise the
scale of the threat posed by Russia’s revisionist policy. As a result, even before the
full-scale invasion of Ukraine, both countries were expanding cooperation aimed at
strengthening the resilience of Europe, including Ukraine, to Russian actions.

145 PM and Prime Minister Beata Szydto Statements: 28 November 2016, the transcript, Prime Minister’s Office, London, 28 X 2016,
https://www.gov.uk/government/speeches/pm-and-prime-minister-beata-szydlo-statements-28-november-2016.

146 EU Settlement Scheme: Applications, House of Commons Library, London 2021,
https://commonslibrary.parliament.uk/eu-settlement-scheme-applications-figures-in-final-month/.

147 Foreign and Commonwealth Office, Treaty between the United Kingdom of Great Britain and Northern Ireland and the Republic of
Poland on Defence and Security Cooperation, Cm 9673, Foreign and Commonwealth Office, London 2018,
https://assets.publishing.service.gov.uk/media/5b55d83040f0b633971217fe/TS_3.2018_Poland_Defence_Cm_9673.pdf.
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4.5 UKRAINE AS ATEST OF THE PARTNERSHIP

Russia’s aggression against Ukraine in 2022 became a defining moment for contem-
porary Polish—British relations. Poland and the United Kingdom were among the states
that, even before the outbreak of the war, had warned of the possibility of a full-scale
invasion. More importantly, both countries shared the conviction that Ukraine could
defend itself effectively and that it should be provided with immediate military assis-
tance.

Across many European states, scepticism prevailed at the time, both regarding the
scale of the threat and the prospects for Ukrainian resistance. Warsaw and London
took a different stance. As a result, they became leading organisers of international
support for Ukraine-supplying arms, training soldiers, supporting sanctions against
Russia and mobilising international partners.

The war did not create the Polish—British partnership, but it confirmed its significance
and durability. It also demonstrated that the two states had developed a shared stra-
tegic culture and a similar assessment of the mostimportant challenges to European
security.

4.6 COOPERATION BETWEEN
THE DEFENCE INDUSTRIES

Cooperation between the defence industries of the two countries is also becoming
increasingly important. Rising defence expenditure, the need to rebuild the produc-
tion capacity of NATO states, and the lessons of the war in Ukraine have created new
opportunities for collaboration.

Poland and the United Kingdom possess complementary industrial potential. Par-
ticularly strong prospects exist in the production of ammunition, the development of
air and missile defence systems, unmanned technologies, cybersecurity and dual-
use technologies. Among the most recent examples of cooperation are the Narew
and Miecznik programmes.'® Cooperation between the defence industries carries
significance extending beyond the economic dimension. It is becoming an elementin
building the long-term strategic resilience of Europe and strengthening NATO’s deter-
rence capabilities.

148 Ministerstwo Obrony Narodowej, Brytyjskie wojska inzynieryjne beda wspierac polskich zZotnierzy na granicy, Ministerstwo Obrony
Narodowej, Warsaw, 18 XI 2021,
https://www.gov.pl/web/obrona-narodowa/brytyjskie-wojska-inzynieryjne-beda-wspierac-polskich-zolnierzy-na-granicy.
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4.7 ECONOMIC COOPERATION

Despite the new barriers arising from Brexit, economic cooperation has retained con-
siderable dynamism. Poland remains one of the United Kingdom’s most important
economic partners in Central Europe, while the United Kingdom continues to be a sig-
nificant source of investment and technology. As a result of Brexit and the COVID-19
pandemic, the United Kingdom ceased to be Poland’s second-largest trading partner
after Germany. Nevertheless, bilateral trade recovered from the disruption caused
by the pandemic and has since reached successive record levels. Poland’s exports
have increased substantially in recent years™®, and the United Kingdom remains the
fourth-largest destination for Polish exports.’°
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149 Department for Business and Trade, Trade and Investment Factsheet: Poland, Department for Business and Trade, London 2025,
https://www.gov.uk/government/statistics/trade-and-investment-factsheets-partner-countries.

150 British Polish Chamber of Commerce, The Potential of Polish-British Economic Cooperation, Warsaw 2025,
https://bpcc.org.pl/report-the-potential-of-polish-british-economic-cooperation/.
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Sectors associated with new technologies, cybersecurity, artificial intelligence, energy
and the defence industry are now acquiring particular significance. Economic relations
are increasingly based on partnership, driven less by differences in levels of develop-
ment than by the complementarity of capabilities. In recent years, Polish investment
in the UK has begun to assume growing importance. Tele-Fonika and Fakro have, for
example, been joined by InPost. For several years now, the British Polish Chamber of
Commerce (BPCC) has advised not only British firms investing in Poland, but also Pol-
ish firms investing in the United Kingdom.

4.8 THE ROLE OF THE POLISH COMMUNITY

A significant element in the transformation of Polish—British relations was the evolu-
tion of the role of the Polish community (Polonia). The Polish community in the United
Kingdom has ceased to be perceived solely through the lens of migration. Increasingly,
it serves as a bridge between societies, supporting economic, scientific, cultural and
political cooperation.

The growing number of Polish entrepreneurs, academics, experts, local government
officials and members of the independent professions participating in British public life
contributes to building a positive image of Poland and strengthening people-to-peo-
ple relations.

The trajectory of interest in learning Polish in the United Kingdom is a testament to
both the durability and the institutionalisation of the Polish presence in the country.
The number of candidates sitting Polish A-level and AS-level examinations rose from
around 900 in the 2007/2008 school year to almost 2,600 at its peak in 2015/2016.
The subsequent decline may have resulted both from the reform separating AS-level
from A-level and from the disruption caused by the COVID-19 pandemic, rather than
from any weakening of the Polish community itself.
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4.81 CHANGING PERCEPTIONS OF POLAND

The most lasting change of the past decade may, however, prove to be the transforma-
tion in the British perception of Poland. As recently as 2016, Poland was associated
chiefly with migration and Central and Eastern Europe. Ten years later, it is increasingly
seen as a state playing a key role in European security—a ‘humanitarian power’ that
provided effective assistance to Ukraine and to refugees, and an example of remark-
able economic success.

In this regard, the activities of Polish public diplomacy, the engagement of the Pol-
ish community, the development of academic cooperation and initiatives such
as Polish Heritage Days have been of considerable importance. British expert circles,
Polish—British friendship organisations, scholarly publications, and cultural projects
devoted to Poland are also playing an increasingly significant role.

In parallel, interest in shared history has grown. Themes such as the Battle of Britain,
No. 303 Squadron, the contribution of Polish cryptologists to breaking the Enigma
cipher, and the participation of the Polish Armed Forces in the Allied victory during the
Second World War are increasingly present in British consciousness. Shared histori-
cal memory is becoming an additional foundation for the contemporary partnership.
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Therise in Poland’s standing and the breakthrough in the perception of Poles and Poland
inthe UK occurred over the past decade despite a significant decline in the number of
Polish immigrants. It is estimated that around 200,000 Polish citizens™ have left the
United Kingdom since 2018-though larger figures, of up to 400,000, are sometimes
cited—the majority of whom chose to return to Poland. UN data, in turn, estimate the
number of British citizens living in Poland at 185,000."2 Even on the assumption that
a large proportion holds dual citizenship, this figure is impressive and probably exceeds
the celebrated migration of some 30,000 Scots to the Polish-Lithuanian Common-
wealth in the seventeenth century.

UK-POLAND MIGRATION: UK-BORN RESIDENTS IN POLAND:
1990-2024
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151 Office for National Statistics, Population of the UK by Country of Birth and Nationality: Individual Country Data, Office for National
Statistics, Newport 2021, https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmi-
gration/datasets/populationoftheunitedkingdombycountryofbirthandnationalityunderlyingdatasheets.

152 United Nations Department of Economic and Social Affairs, Population Division, International Migrant Stock 2024, United Nations,
New York 2024.
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4.8.2 POLAND AS A SUCCESS STORY

The change in the perception of Poland is reinforced by the economic success of
recent decades. British commentators increasingly portray Poland as one of the
success stories of the post-communist transformation and one of Europe’s most
dynamic economies. After 2022, the organisational capacities of the Polish state, its
socialresilience and the scale of the support it extended to Ukraine earned additional
recognition. Poland ceased to function in British consciousness solely as a state
catching up with the West and came to be seen as a co-architect of European secu-
rity and development.
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CONCLUSIONS AND RECOMMENDATIONS

Tenyears after the Brexit referendum, Polish—British relations can be regarded
as one of the most successful bilateral partnerships in Europe. Brexit did not
weaken them. On the contrary, it served as a catalyst for the development of
a more mature and strategic relationship.

Inthe coming decade, the priority should be the further deepening of coopera-
tionin the field of security and defence. Joint defence-industry projects should
be developed, cooperation on cybersecurity expanded, and shared capabili-
ties for responding to hybrid threats built.

In parallel, economic cooperation should be strengthened in the sectors of
the future, particularly in the areas of new technologies, artificial intelligence,
energy and the defence industry.

Itis also essential to sustain support for initiatives that promote knowledge of
Poland in the United Kingdom. The experience of the past decade shows that
the durability of a strategic partnership depends not only on political decisions
but also on the quality of social, cultural and academic relations. Poland should
not be satisfied with the improvement inits image. It should strengthen its pres-
ence in the fields of culture, history and scholarship in order to engage both
British elites and wider society, while making greater use of the global reach of
London, British culturalinstitutions and British universities to promote knowl-
edge of Poland.

The mostimportant achievement of the past ten years, however, is not merely
the development of political, military or economic cooperation. It is the fun-
damental change in mutual perception. Poland and the United Kingdom have
evolved from a relationship marked by limited mutual knowledge, disputes over
migration and partially divergent threat perceptions into a genuine partnership
founded on shared interests and a common vision of European security.
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Brexit Confirms That Leaving the Single Market Entails
Lasting Economic Costs

The United Kingdom’s experience demonstrates that even a large, highly
developed economy with global ambitions cannot replace the benefits of
participation in the single market without cost. New regulatory barriers, trade
restrictions and additional administrative costs have led to a weakening of
economic exchange, disruptions to supply chains and a decline in the invest-
ment attractiveness of certain sectors of the British economy.

Recommendation: Poland should consistently support the devel-
opment and deepening of the European single market, treating it as
one of the most important sources of its own economic growth and
competitiveness.

Strategic Changes Require
a Long-Term Vision of the State

One of the most significant problems of the post-referendum period turned
out to be the absence of a coherent strategy defining the United Kingdom’s
place after leaving the European Union. The mere recovery of competencies
does not automatically mean a more effective state or better public policies.

Recommendation: Poland should avoid strategic decisions taken
under the influence of short-term political emotions. Any fundamen-
tal change concerning the country’s position in Europe must be pre-
ceded by a realistic assessment of the costs, benefits and long-term
consequences.

Formal Sovereignty Does Not Replace
Economic Interdependence

Brexit showed that, in a globalised economy, even states possessing consid-
erable political and economic potential remain dependent on international
flows of capital, goods, services and workers. An attempt to limit one form
of dependence often leads to the emergence of new ones.

Recommendation: Poland should pursue a policy of strengthen-
ing sovereignty through the building of economic, technological and
military potential, rather than through the restriction of international
cooperation.
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Migration Policy Requires Realism,
Not Political Slogans

One of the principal objectives of Brexit was to restore national control over
migration policy. In practice, the United Kingdom restricted the inflow of
workers from the European Union while simultaneously reaching record lev-
els of migration from third countries. In many sectors of the economy, labour
shortages emerged that could not be quickly remedied.

Recommendation: Poland should pursue a pragmatic migration
policy based on the needs of the labour market, the security of the
state and long-term demographic trends.

Europe Needs the United Kingdom,
And the United Kingdom Needs Europe

Despite Brexit, the United Kingdom has remained one of the mostimportant
pillars of European security. This became particularly evident after Russia’s
aggression against Ukraine, when London, together with Warsaw, played
a key role in organising military and political support for Kyiv.

Recommendation: Poland should support the maintenance of the
closest possible relations between the United Kingdom and Europe,
especially in the areas of security, defence and foreign policy.

The Polish-British Partnership Should
Become One of The Pillars of Polish European Policy

The past decade has demonstrated that Poland and the United Kingdom share
an exceptionally high degree of convergence in their interests with regard to
security, eastern policy, the future of NATO and efforts to counter Russia’s
aggressive policies. The partnership developed after 2016 should be regarded
as one of the greatest successes of Polish foreign policy in this period.

Recommendation: Poland should consistently develop its strategic

partnership with the United Kingdom, treating it as a permanent ele-
ment of its security policy and its European policy.
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Poland Should Seek to Leverage British Soft Power
More Effectively to Enhance Its International Position

Brexit did not deprive the United Kingdom of its most important assets: its
global universities, media, culturalinstitutions, financial market, the English
language, and its immense cultural and intellectual influence. British soft
power remains one of the most effective instruments of influence in the world.

Recommendation: Poland should use its cooperation with the
United Kingdom to strengthen its own international recognition, to
promote Polish culture, scholarship and the economy, and to build

a stronger Polish brand. This also applies to supporting the image of
Polish products as high-quality, innovative and competitively priced-
positioned in the ‘premium at a reasonable price’ segment, rather
than merely as a cheaper alternative to Western products.

Poland and The United Kingdom Should Jointly Sustain
Western Interest in Central and Eastern Europe
and Work to Strengthen Transatlantic Ties

One of the most important challenges of the coming years will be sustain-
ing the lasting engagement of Western states in the security of Central and
Eastern Europe. This concerns both support for Ukraine and the long-term
deterrence of Russia.

Recommendation: Poland and the United Kingdom should remain
leaders in cooperation for the security of NATO’s eastern flank and
in transatlantic cooperation—-particularly with the United States and
Canada-and should continue to act against the imperial and revi-
sionist policy of the Russian Federation.
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CONCLUSION

The most important lesson of the first decade after Brexit is rela-
tively simple: even a state possessing the economic, financial

and political potential of the United Kingdom bears tangible
costs when it leaves a deeply integrated market without a clearly
defined strategy for further development.

At the same time, the experience of recent years shows that geogra-
phy, security and shared interests remain stronger than institutional
divisions.

Poland should therefore simultaneously strengthen its embed-
dedness within European structures and develop its strategic
partnership with the United Kingdom as one of the most impor-
tant European and global states.
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The Sobieski Institute is a Polish private think tank whose mission is “Creating ideas for Poland.” It was reg-
istered in 2005 as a foundation, having began its activities in 2003. Between 2003 and 2010, the Institute pub-
lished “Miedzynarodowy Przeglad Polityczny”, a quarterly. From 2011 to 2015, it organized the annual “Poland
—The Great Project” congress. In 2017, it organized the National Innovation League. Since 2017, the Institute
has placed strong emphasis in its activities on publishing studies and recommendations aimed at demon-
strating how the Polish economy should capitalize on the opportunities associated with the Fourth Industrial
Revolution, innovation, and new technologies.

The Sobieski Institute also conducts educational activities through the "Academy of Young Experts" project,
which supports young people in developing leadership skills and soft skills. Each edition of the program focuses
on a different key issue, addressing the current needs of the younger generation. Currently, during its 6th edi-
tion, the project focuses on European Union, imparting knowledge and preparing participants to take partin
European Personnel Selection Office (EPSO) competitions. The program opens the door for its participants to
international careers in the EU institutions. It is a unique opportunity to gain practical skills and pursue pro-
fessional development at the highest level.

One of the Sobieski Institute’s latest projects is the “Sobieski Channel,” which we invite you to subscribe to on
YouTube. The channel was created to feature inspiring conversations on topics important for Poland. We meet
with interesting personalities there to foster space for substantive debate in a joint effort.

Over the years, the Sobieski Institute has collaborated with many organizations. To date, these have included:

- non-governmental organizations: Polish Automation and Robotics Forum, Mutual Insurance Support
Foundation, Republican Foundation, Jagiellonian Institute, New Confederation, Ambitious Poland, Youth
for Poland, Students for the Republic, Konrad Adenauer Foundation, Central European Energy Partners,
Stawomir Skrzypek Foundation, Wactaw Felczak Foundation, Institute for Foreign Affairs and Trade (Kull-
gyi és Kllgazdasagi Intézet), Institute for Politics and Society (Institut pro politiku a spole¢nost), The F. A.
Hayek Foundation Bratislava;

- commercial companies: Aiut, Assay Group, Rohde & Schwarz, WB Electronics, Asseco, Samsung, Lotos,
Google, Procter & Gamble, PwC, Cisco, EY, Phoenix Systems, Uber, USP Zdrowie, Fortum, Orange, Energa,
Zyski Ska, Collegium Wratislaviense, 4CF;

- Government/supranationalinstitutions: Ministry of Foreign Affairs, European Commission Representation
in Poland, Ministry of Climate and Environment, Industry of the Future Platform Foundation, Agency for
Development and Industry, Warsaw Stock Exchange, Bank Gospodarstwa Krajowego, Chancellery of the
Prime Minister, Ministry of Digital Affairs, Law and Justice, Embassy of Hungary, Senate of the Republic of
Poland, European Conservatives and Reformists Party, European Parliament Office in Poland.

Acomplete list of reports and publications, as well as information about the Institute’s activities, can be found at

www.sobieski.org.pl.

We also invite you to subscribe to the Sobieski Channel on youtube.com/kanalSobieski. Join us—it’s worth it!
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