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1. WHAT IS 
MODERN 
MONETARY 
THEORY? 

Modern Monetary Theory (MMT) is neither a modern nor a mone-

tary theory. MMT claims that a sovereign state that produces its own 

money faces no fiscal restraint. While there is no dispute about this 







http://lexicon.ft.com/term?term=seigniorage.
http://lexicon.ft.com/term?term=seigniorage.
http://www.jstor.org/stable/40981939.


https://www.businessinsider.com/alexandria-ocasio-cortez-ommt-modern-monetary-theory-how-pay-for-policies-2019-1?r=US&IR=T.
https://www.businessinsider.com/alexandria-ocasio-cortez-ommt-modern-monetary-theory-how-pay-for-policies-2019-1?r=US&IR=T.


T H E  A D A M  S M I T H  I N S T I T U T E  







 https://www.investopedia.com/terms/s/sin_tax.asp.
 https://www.investopedia.com/terms/s/sin_tax.asp.




20 THE ADAM SMITH INSTITUTE

achieve full employment. Freed from the fiscal restraint, the federal 
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This would be the consequence of a policy that follows the Modern 

Monetary Theory. 
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Japan is a good case study in the problems that arise from debt 
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