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The Euro Zone and its Optimal Policy Scheme 
 
Abstract 
I build an Open Economy Macroeconomic Dynamic General Equilibrium Model which 
describes economic behaviors of the common currency union (CCU) members, and then 
implement a thoughtful experiment based on the model. The experiment yields the 
interesting result that, expanding the output and consumption of the CCU, an optimal 
monetary policy by the central bank increases the economic welfare more as a whole, if 
the wealth distribution system through a certain fiscal policy is incorporated within the 
CCU, by which an economic inequality between the member countries is corrected. The 
importance and necessity of the centralized and unified fiscal distribution function 
through each country’s individual finance is well confirmed for the presence of severe 
chronic diseases such as recession, deflation, core-periphery issues etc, in the post-Euro 
crisis era. UK has decided Brexit by referendum. Reorganization of EU without UK
is, therefore, now the most important issue. It is also the urgent political matter that 
the Eurozone should deal successfully with a reform of the regime which includes much 
structural vulnerability. 
JEL Codes: D31, E21, E52, E62, F41, F45 
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