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Of course there must be a Brexit transition deal. Brexit without transition is skydiving without

insurance. Leavers and remainers must agree on that. The Brexit talks are clearly not going well,
even on the simplest of issues. The idea that in 18 months every one of a hundred topics will be
done and dusted is stupid. No transition is flat-Earthism.

But that is easier said than done. At present the two areas in most urgent need of reassur-
ance—tariffs and people movement—are already shifting ministerial minds. Yesterday clear signals
were given that a deal of two to four years of open borders was likely after 2019, if for no other
reason than that anything else would spell disaster for the catering, health, farming and con-
struction sectors. In addition, business leaders have left Downing Street in no doubt that to leave
them facing a “cliff edge” of trade barriers on day one would be insane.

The trade minister, Liam Fox, was right to point out that transition is not too hard. It sim-
ply means that nothing changes. Borders remain open. People can flow in and out. Britain is already
part of a zero-tariff zone with the EU, and has regulatory equivalence, the twin bases of any
trading relationship. If they need formalizing, that can be had “off the shelf”, through the mech-
anism of the European Economic Area (the Norway option) or the European Free Trade Area
(the Switzerland option) . Where there is a will, there is a way.

Two problems remain. One is that transition is not a certainty. Every indication that talks are
not going well or that continental countries are lining up to steal British business is one more blow
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to economic confidence. Ministers can posture and waver and score points in the short term. Busi-

ness must make decisions. Workers must know whether to return home. Just now, only a fool

would gamble on David Davis “beating” Michel Barnier in Brussels.

A second and more serious problem is political. One person’s Brexit transition is another's
p P P

back-door remain. Every concession by Davis, every acceptance that Brexit is more complicated

than at first thought, is a red rag to the leave bulls. At some point, Theresa May must start cas-

hing in her Brexit chips. She must confront her backbencher Brexiters and tell them to get real.

Britain is going to leave the EU, as commanded by the electorate. But leave has a thousand

meanings. Just now there are two options: the medium-term security of transition or instant cha-

os. Transition is uncertain, but it is better than chaos.

1. Brexit should not be realized too soon because

| A] there are many remaining issues to be worked out

—

2. Business leaders worry that

1 |

—
<y

3. The trade minister of Britain is in favor of

A a transition
' C]| the Switzerland option

4. One possible danger to the idea of transition is

p— ——

B | David Davis losing the Brexit talks

b

A ] Teresa May losing political support

| economic confidence being shattered

Britain must get favorable terms for leaving the EU
C| some conservative people refuse to leave the EU

D | Britain needs to get reassurance from its people

A ] they won’t get adequate support from the government
B | they will be faced with immediate trading barriers
C] they will suffer loss in farming and construction sectors

D | they will be faced with an outflow of top talents

B

D

the Norway option

a zero-tariff zone

| D] more and more people accepting Brexit

5. The author compares Brexit without transition to

' A] a decision made off the shelf
' C] cashing in gambling chips
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A few years back, Jared Bernstein and I wrote a book on the benefits of full employment that

emphasized this point about full employment—offering especially large benefits for the disadvan-
taged. A new paper from the Federal Reserve Board made the same point with additional data and
analysis. The basic point i1s that a high employment economy 1s an effective way to reduce racial
discrimination in the labor market. While a low unemployment rate should not be an excuse for a-
bandoning policies explicitly designed to combat racial discrimination in the labor market, it is a
very effective tool, especially at a time when other channels may be blocked.

We see clear evidence of the benefits over the last three years. The members of the Federal
Reserve Board’'s Open Market Committee (FOMC), which decides interest rate policy, are regu-
larly surveyed about their estimate for the non-accelerating inflation rate of unemployment or NAI-
RU. This is in principle the lowest the unemployment rate can go before inflation starts to spiral
upward.

In the survey given three years ago, the range of estimates from FOMC members went from
5. 2 percent to 6.0 percent. Today, the unemployment rate is 4.4 percent. Furthermore, infla-
tionary pressures by almost every measure have weakened in the last year, suggesting that the un-
employment rate could go even lower without causing inflation to be a problem.

But it’s worth asking what would have happened if the inflation hawks among the FOMC had
gotten their way. This would have meant that the Fed would have raised interest rates sooner and
faster, preventing the unemployment rate from getting below their projections for the NAIRU.

If we start at the more optimistic 5. 2 percent number, the economy reached this level of un-
employment in July of 2015. At that time the employment-to-population ratio (EPOP) for African
Americans was 55. 9 percent. In the most recent data, the EPOP for African Americans was 57. 6
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