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Abstract
At first, the reason why the United Kingdom wanted to join the
European Union, which then was called the European Community (EC),
was because the UK valued the economic market in Europe. However,
later they felt that the EU' s laws are too numerous and complicated,
which causing them not to use the euro and them be absent at the
Schengen Convention. After the UK joined the EU, it also led
Australia to shift its trade focus to the Asia Pacific region, which
1s closer to Australia.
Why does UK want to leave the EU? Originally, the United Kingdom
could not fully accept all the regulations of the EU. The purpose of
Britain’s joining the EU is to pursue its own economic interests
through the EU, not for the political integration of the EU. The last
deciding factor for UK to decide to leave the EU was the debt crisis
and the EU immigration policy. When cultural differences were
considered untolerable and inevitable, the British hoped to build a
wall against EU to protect its own traditions and orders.
In June 2016, the United Kingdom held a referendum to leave the
European Union, and the result of the vote was "leaving the EU."
However, 1t 1s necessary to start the Brexit process, which is the
abbreviation for “Britain Exit” , in accordance with Article 50 of
the "Lisbon Treaty" and just then UK will be able to successfully
leave the EU. At present, 1t seems that both EU members and the
United Kingdom have many different opinions and debates on the
contents of the draft.

According to researches and analysis, countries closest to the UK,
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such as Ireland, Belgium and the Netherlands, as well as countries
with large trade volumes such as Germany and France, will be most
affected by the Brexit economic impact. The border with Northern
Ireland is the region most affected by Brexit, because of its large
cross-border trade volume and relatively inadequate transportation
infrastructure, such as international airports and ports. The UK has
a pivotal role in the industrial chain of some countries, such as the
Netherlands, where some cities rely on UK exports and trade, such as
natural gas and silver chains. If the UK leaves the European Union,
the Netherlands will be most likely to face a downfall in its
economy.

Because of these reasons, economists generally believe that Brexit
will generate many costs. Restricting the free flow of capital
between the European continent and Europe’ s largest financial center
will not only affect London’ s financial institutions, but also affect
Europe’ s finance and also Europe as a whole.

Therefore, we will discuss whether the breakup between the UK and the
EU is worthwhile after deep understanding and analysis. We will also

provide the data needed to support the discussion of this issue.

Keyword : Brexit ~ Economic Impact ~ Immigration Policy ~ Treaty of

Lisbon
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k‘-'.Size Matters: The Gravity Model

» 3 of the top 10 trading partners with the U.S.
in 2012 were also the 3 largest European
economies: Germany, the United Kingdom, and
France.

» Why does the United States trade more with these
European countries than with others?
- These countries have the largest gross domestic product

(GDP), the value of goods and services
produced in an economy, in Europe.

- Each European country's share of U.S. trade with Europe is
roughly equal to its share of European GDP.

(B 1) 2012 # F R 5 % B = 534 (Ch2)
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@\Hhat Do We Trade? (cont.)

 In the past, a large fraction of the volume of trade came from
agricultural and mineral products.

= In 1910, Britain mainly Imported agricultural and mineral
products, although manufactured products still represented most
of the volume of exports.

- In 1910, the U.S. mainly imported and exported agricultural
products and mineral products.

- In 2011, manufactured products made up most of the volume of
imports and exports for both countries.

(B4) L8edc & 5%p 42 %(Ch2)
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Fig. 4-13: Causes and Effects of
hﬂylnternatlonal Labor Mobility

Marginal product
MPL of labar MPL®

|
|
|
.
|
MPL* | MPL
|
|
O Home L2 L' Foreign O
employment ———" gmployment
— Migration of €
labor from Home
to Foraign
W

Total world labor force

(B 5) %% 1 #% (International labor mobility)(Ch4)

Bt RS B R F RS L

::\Eﬁ‘g‘\’

2.

EROC IRE OGS FMN T £ 4B MR G R EA R
MALEA BB R YR 2 E RS R AT o

54795 WI0 R > 4R erie o B e Hif 7 20 erd WIO0 e

™ T
'
x
flm

ek ERERE T FAMMBFS ’T‘j*u\’»/?ﬁiﬂ H @ WTO &=

AR

*‘ft

fe iz
CHE SRR ERA T ML RE I F  BRERYG - L

[RE S A

15 BB s ePaper(2018 £F)



ERETE AL B8 R

3.

" \Impediments to Trade: Distance,
‘Barriers, and Borders (cont.)

* Estimates of the effect of distance from the gravity
model predict that a 1% increase in the distance
between countries is associated with a decrease in
the volume of trade of 0.7% to 1%.

* Besides distance, borders increase the cost and
time needed to trade.

+ Trade agreements between countries are intended
to reduce the formalities and tariffs needed to cross
borders, and therefore to increase trade.

(B 6) ¥ % res(Impediments to trade)(Ch2)
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&-ySize Matters: The Gravity Model (cont.)

e The gravity model assumes that size and distance
are important for trade in the following way:
where
Ty is the value of trade between country / and country j
A is a constant
Y; the GDP of country I, Y; is the GDP of country j
Dy is the distance between country / and country j

 Or more generally

where a, b, and c are allowed to differ from 1.

(B 9) 514 #3(Gravity model)(Ch2)
BRERZ IR -®EL JRF YT %42 TyT %
4, S HBHEPRREBRTEEID L o 78 o P 22 %A 2018 #XEREM
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0.5 0.5
S LLEALEEEE R bl UL L
-0.5 | _ ST g o -0%
10 [ ff 10
-15 H m AR m A -15
-2.0 -2.0
8 EXE LB EESLERER RELEECLE
$§85:3i3535§355s§¢ 3E85¢
[ = ct ExX E E 5 =S & & 2 * @ o g 2

= g 2 g 5% 90 o L =< E £ = &
5 (=1 G O [ S 5 % o
% £ o e O
= : ¥ 5
= g oP
= -
1 AR (limited ) MOl R o400 - W4 E 2008 & ¢ £4] (adverse) i

Rl R A - 22019 5 -
28 ¢ IMF (2016), “Country Report-United Kingdom: Selected Issues.” June 17
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(R 11) # R% 58 B8 % a5 B o

e Thi

=
HGains from Trade (cont.)

production that converts cheese into
wine or vice versa.

e Without trade, a country has to allocate
resources to produce all of the goods
that it wants to consume.

e With trade, a country can specialize its
production and exchange for the mix of
goods that it wants to consume.

nk of trade as an indirect method of

(B12) # L7 % > Emfa%gg 2 f 5 (Ch3)
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