I Owe, I Owe, so off to Nap I Go?
Senator Bunning recently held up an extension of unemployment insurance payments to the chronically unemployed.  Americans in some states (no federal rules aren’t the same for people in every state) could receive 99 weeks of unemployment insurance benefits.

Like most decisions there are tradeoffs.  The tradeoff of more generous unemployment insurance is that it stifles economic growth.  Yes people can continue to consume more stuff if they get a check in the mail.  That’s the point, to make unemployment less unpleasant.  On the other hand, the less unpleasant something is, the less likely people are to avoid it.  The more people avoid work, the less wealth is produced.  

On the extreme, if an unemployed person could collect 100% of their salary for two years, I’m willing to bet that a number of people would voluntarily sign up for their two year sabbatical as long as the “looking for work” requirements aren’t too stringent.  Few people like their jobs so much that they would show up for free.  That is why it is called work, not vacation.

One wonders how long politicians will take to figure out that indefinitely paying people not to work harms economic growth.  Remember, politicians already pay people not to grow stuff (farm set aside programs) retire at early ages (lucrative public union pension schemes), provide welfare payments that discourage work, and increase taxes which deter new jobs from forming.
In the 1990’s, President Clinton and Congress dramatically changed the welfare system to require work.  Economic growth ensued.  Perhaps it is now time to change the long term unemployment insurance program as well.  Rather than just extending benefits we could require that people who collect unemployment insurance for more than six months have to go back to school to gain a new skill that will lead them to a new job.  At least then the payments go to the creation of human capital.
People are unemployed for long periods of time because they lack the skills currently in demand by the market.  People can sit around waiting for market conditions to change, or they can gain skills that are in demand.  For instance, there is a huge unmet demand for registered nurses in the US.  By requiring education in exchange for long term unemployment insurance, we can increase both short term and long term economic growth.

