Don’t Just Do Something – Stand There!
Or,

Economic Policy and the Hippocratic Oath

When faced with a recession like the US is in now, there are three policies that can be employed: fiscal policy, monetary policy, or doing nothing.  Let’s say that you wanted to adopt a policy that didn’t increase the national debt, hurt long term economic growth, cause bubbles, cause inflation, distort market signals, or reward political cronyism while being transparent to the public.  Only the policy of doing nothing achieves all of these goals.
If economic policy makers had to take the Hippocratic Oath, “First, do no harm”, they wouldn’t advocate fiscal or monetary policy.  All actions have costs, both intended an unintended.  
Expansionary fiscal policy leads to a higher national debt, the crowding out of private investment, market uncertainty, inflation, the rewarding of politically motivated and connected entities, and slower long term economic growth.
Expansionary monetary policy causes inflation, creates investment bubbles, rewards politically connected financial entities, and erodes public trust by deciding policy behind closed doors. 

Still, objects in motion tend to stay in motion and objects at rest tend to stay at rest, so how can one change one’s current economic situation by doing nothing?
By doing nothing, I don’t mean that all people get to do nothing – just politicians and central bankers.  People don’t get wealthier by engaging in less work (see the fallacy of France’s 35 hour work week).  Economic growth comes through more work (in quantity and quality).

Here’s where politicians could come in handy – they could reduce the barriers they have erected that prevent people from working.  Politicians could abolish the minimum wage, abolish closed shop laws, ease business licensing rules, lower business tax rates, simplify the tax code, and reduce regulations on businesses (and potential businesses that now operate in the underground economy).
Instead we have politicians doing the exact opposite.  Politicians are pushing higher minimum wages, card check rules to make it easier to unionize, increased business taxes to pay for health care, and costly regulations to reduce carbon emissions.  Each of these policies will slow the economy and led to less work.
Sure politicians could help by undoing bad government policies, but at a minimum I wish they would just not do any new harm.

