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Causes and Effects of Brexit
Introduction
The European Union is the most significant trade partner that the UK has accounting for more than half of all the imports and exports that the country has. The amount of exports from Britain to the EU amounts to about 15% of the country's GDP (Dhingra, Ottaviano, and Sampson, 2015). Bretix is the abbreviation for British Exit from the European Union which was voted by the British citizens in a referendum in June 2016. The referendum by Britain has had an effect on the global markets, trading currencies and causing the British pound to decline in value to its least level in many decades. The exit of Britain brought mixed reactions from the citizens of Britain and the rest of the world. Prime minister at the time who fully supported Britain remaining in the European Union resigned as a result of the exit. The process of withdrawal is to begin in March 2017 after the parliament approves to trigger Article 50 of the Lisbon Treaty. The supporters of the exit argued that the businesses conducted by Britain were globally competitive and the country could stand on its own. Moreover, they also argued that the European debt crisis was affecting the country even in terms of immigration. It is difficult to measure the precise effects of the UK leaving the European Union but most research shows that Brexit will harm the economy of the UK through the reduction of trade between the United Kingdom and the European Union countries. Moreover, Britain will not be able to benefit from any future trade agreements which will bring the economy of the country down.
Causes of the Exit
The UK voted for the exit from the EU to gain more control over the number of immigrants coming into the United Kingdom. The existence of a common market has allowed immigration of people from various countries to Britain. The citizens of Britain feel that the high levels of immigrants have been hurting their job market, wages, and quality of life. Additionally, the British citizens felt there was a lot of economic and educational inequality. In the UK there is the existence of inequality in terms of diversity (Joerges, C., 2016). Some of the areas in the UK felt that they suffered intense economic deprivation in the post-industrial era. These areas voted to exit as they felt there existed racism in the EU. For example, there was a major difference between Scottish self-identity and nationalism and that of the English self-identity and nationalism. 
Additionally, the UK people wanted sovereignty and having control of their nationalism. Over the years, there has been an increase in the distrust of multinational finance, trade and defense organizations, for example, the EU, the IMF and NATO (Brown, and Waitzman, 2016). Many people argue that these bodies no longer serve the purpose they were intended to from the beginning. Additionally, these organizations take control over their member states. Therefore, the lack of trust and fear of losing control over the nation to the European Union influenced Britain’s exit (Guild, E., 2016). The UK feels the need to take back control over their laws to their Parliament. Some people felt that the economic entity in the EU was dysfunctional since the European Union did not address some of the economic problems that had developed from the recession of 2008. Europe as a continent had stagnated in terms of economic development and Britain needs to increase its economic growth and venture into new markets. Working as one unit will limit the possibility of the country venturing into areas of interest as it requires approval from the other member states.
Effects of Exiting the EU
The withdrawal of the UK from the EU will have various effects on the economy of the country and the world. The trade of the country and the EU will be highly affected. When the United Kingdom joined the European Union in the year 1973, 30% of the exports went to the EU since trade barriers had been reduced. Trade continued to grow and by the year 2008, more than 50% of the exports from the UK went to the EU member states (Dhingra, Ottaviano, and Sampson, 2015). The consumers in the UK will be affected since they benefit from the reduction of trade barriers that usually reduces the prices of imported products and services. Therefore, consumers have a wide variety of quality products to choose from. With the exit of Britain from the EU the prices of imported products will increase making them unaffordable to the local consumers. Therefore, local producers will not have the pressure of providing quality products.  
Businesses have been benefiting from the existing export prospects that have led to increase in sales and profits for these companies engaged in exporting of goods. Moreover, over the years workers have highly benefited from trading activities that ensures the UK to specialize in the markets where it has a reasonable advantage. Therefore, the incomes of workers improve and their standards of living. With the` withdrawal, trade barriers will exist and the existence of new export opportunities will decrease therefore affecting each sector of the economy, the employment status of the workers and the GDP of the country will also decline due to decreasing in productivity (Ottaviano, Pessoa, Sampson, and Van Reenen, 2014). The trading cost will increase after Britain exits from the EU due to the existence of higher tariff barriers that will exist between the UK and the EU, greater non-tariff barriers to trade that will arise from the rise of diverse regulations and border laws and controls.

The single market provided by the European Union usually provides economies of scale, competition, and innovation by companies that significantly improves productivity. Once Britain exits from this single market it will be difficult to imitate fully in terms of trade since there exists a solid relationship between exporting and output. For example between 1996 and the year 2004 the development of productivity for UK exporters was estimated at 1.3% relative to 0.8% for those that were non-exporters (Irwin, G., 2015). Moreover, the supply chains operating in Britain will also be highly affected. The imports of the EU to the UK are mainly through intermediaries who are the supply chain companies since they increase competitiveness. Therefore, the exit will decrease the performance of the supply chains. 

Britain is the main recipient of Foreign Direct Investments in the European Union. Therefore, exiting from the EU would make Britain less attractive as an entry to Europe. Moreover, the effect will be a reduction in the amount of investment from other countries in the EU which are the biggest sources of UK's FDI, therefore, making it difficult for the country to attract corporate companies ( Dhingra, Ottaviano, Sampson, and Reenen, 2016). Even though Britain holds many advantages such as language, deep capital markets and light regulations it will still be very difficult for the country to attract as many investors once it exits from the EU. Most of the European headquarters of the non-EU companies are based in the UK due to the existence of the favorable tax treatment available to member states that are favored by the Parent-Subsidiary Directive. After the exit, the UK will need to transfer to third-country treatment that will require double taxation agreements with the member states. Additionally, the ability of the UK to attract projects and jobs from FDIs will create opportunities and threats for other EU countries once the UK exits (Irwin, G., 2015). The biggest challenge for the EU nations will be to attract European headquarters for the multinationals far from the U.K. However, the business background in each European country may attract the multinationals.

Once the UK exits the EU it may choose to undercut the European Union on regulations relating to social relations and taxation. Therefore, this will distort location choices for multinational companies that will draw investments away from Europe. On the other hand, it could benefit companies existing in other EU countries through exerting pressure on the governments to become liberal and improve the economic environment for investment.

The industry sector of the UK benefits greatly from the collaboration with Europe. However, the UK would hugely benefit from having flexible industry policies unlike when it is part of the EU where policies are rigid and constraining. Even with the gain in flexibility, Britain would lose all the benefits that relate to the measure and power over policies in sectors such as energy (Irwin, G., 2015). Britain receives the largest amount of funding from the European Research Council compared to other countries in the EU. Following the Brexit, Britain will have little influence over the research priorities. Once Britain exits from the EU it will be under the Third Energy Package if the country chooses to remain in the business of energy. Britain will lose a large part of the influence on policy that will include the development of any fourth package in later years. Additionally, the country will lose the competition policy, collaborations in the education system and research department. There will be fewer students furthering their studies in the UK. 

Moreover, the adoption of new policies will affect the firms in Britain whereby they will have to bear the cost of separation of mergers between Britain and the EU (Harari, and Thompson, 2013). The businesses in the UK will also have to bear the cost of meeting the targets set on emissions since Britain played had a major influence on the targets set for the reduction of emission and tightening of targets. The UK will be able to adapt different approaches and policies on procurement once Brexit is approved with the government having the ability to be more discrete with their actions, free and when faced with political pressures they will be able to make decisions independently. 

Immigration will also be affected by the exit mission of Britain from the EU. Immigration helps cater for shortages in terms of skills and avoiding the economic magnitudes of having an elderly population. Free migration of the immigrants enables the UK companies have contract to the best specialist skills that add value to their industries. Migration of immigrants who are young, skilled and in search of work to a country will help in the increase the growth of public finances for the country. The businesses operating in other countries in Europe will be able to work under any restrictions on the new restrictions that will be imposed by Britain. However, due to changes in the supply of labor and flow of remittances, some countries will become affected negatively due to the UK tightening border controls (Dhingra, Ottaviano, and Sampson, 2015). The EU firms operating in the UK will be the most affected through incurring the high cost. Additionally, countries that supply Britain with labor for example Poland will be affected. The remittances to such countries will decrease due to the decline in a number of skilled laborers to this country. Acquiring the British citizenship will also become difficult for immigrants with the tightened border laws (Joerges, C., 2016). The government of UK will have control on the law governing labor in the country, the employment of immigrants and tribunal fees. Moreover, the government will also have control over the trading relationship between the EU and Britain.

Brexit will also make the financial markets vulnerable to the Eurozone (Irwin G, 2015). The other member countries of the EU will be greatly affected as investors will fear to risk their investments in these countries after the shock from Britain. Europe's banking union will need a plan for the common deposits of insurance for a period of twelve months. The member states of the European Union will be under scrutiny by the potential investors as they fear risking their investment. Furthermore, even though Britain will have various advantages for their financial sector it will be harder for the country to serve the European markets due to the regulations put in place by the EU. Moreover, Brexit will have serious effects on the geographical location, liquidness and the cost of financial amenities in Europe if it does not take into consideration the competitive position of London which will make business operations will become more costly (Ford, 2016). The large banks of European countries have their headquarters and major jobs in London which makes it very expensive to transfer once the exit is complete. Since the UK is highly assimilated into the financial system of Europe, once the exit begins it will be expensive for the European Union banks to move the wholesale banking activities from London. Moreover, there will be an imbalance in the regulatory debates that concern the financial sector in Europe making new regulations such as the Financial Transaction Tax and bonuses for bankers to be approved once the UK leaves the EU.
Britain enjoys a considerable amount of influence in and through the European Union. Once the UK leaves the union, these advantages will decline. For example, it will lose its influence in international forums like the UNFCC where the UK has been influential due to the collaboration existing among the European Union states (Irwin, G., 2015). The diplomatic heft will reduce for the UK and the country will not be the desired any more as a European companion of choice for the US especially on matters dealing with military involvement.
Moreover, the EU will lose its influence in foreign policies and military terms once its top most powerful state exits the Union. The UK is well-known for their soft powers which it achieves through maintain cultural beliefs, high political values and the existence of diplomacy. Once the UK exits, the EU will lose the soft power asset and will have damaged perception from other countries on the ability of the union to influence other states (Ottaviano, Pessoa, Sampson and Van Reenen, 2014). Additionally, Britain has a lot of influence since it has hard power assets that include having a strong military, sound financial system, and foreign policy. The UK has one of the largest and most influential military in the world. Therefore, its exit will damage the position of the EU in terms of the hard power.   

The UK is the second biggest provider to the operational budget of the EU after Germany. Once the UK exits the EU, the amount of contribution it will fall short of will depend on the relationship it will maintain with the EU and the consequence of all discussions between the two during the process of Brexit. The member states of the EU will have to overcome the pressure to uphold the budget at its level (Irwin, 2015). Additionally, the EU will not be able to move away from administration expenses and support agriculture and research which were the main plan for the UK. Therefore, growth and innovation will decline for the European Union. On the other hand, the UK will be able to focus its energy and resources on sectors such as agriculture development and the research and development sector which will help improve the performance of the country in the market.

Conclusion
[bookmark: _GoBack]Exiting from the European Union will be a dangerous move by the UK since the negative effects will be higher than the gains the country will receive. Brexit will lead to the decrease in the GDP of both the EU and the UK. Additionally, growth and productivity for the two will also decline since they have both been dependent on each other. The EU has been providing various benefits to the UK in terms of economic, military and legal growth and at the same time, the UK has been a powerful influence in the EU. Lower trade integration between the EU and the UK will lower the amount of FDI for both parties; less immigration of skilled persons to Britain and a significant reduction in trade for the UK will all affect the National income and economic growth of both the UK and the European Union countries. Additionally, the standards of living for the UK-born citizens will be lower since thy will not have a wide range of products to choose from, there will be a reduction in skilled labor for the UK firms and the prices of imports will increase due to the introduction of tariffs and trade barriers. The impact of Brexit will be mostly felt by the member states of the EU due to the loss of influence and power as the most powerful and influential country leaves the union. However, other countries like Germany will have to step up and adopt policies that will help the EU in gaining the influence it had. The British government will have to be careful on the move it chooses once it exits from the European Union for it to remain competitive across the globe. 
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