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EXECUTIVE 
SUMMARY

•	 Modern Monetary Theory (MMT) contends that government 
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•	



https://mises.org/wire/study-estimates-green-new-deal-cost-93-trillion-%E2%80%94-thats-conservative-estimate
https://mises.org/wire/study-estimates-green-new-deal-cost-93-trillion-%E2%80%94-thats-conservative-estimate
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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 
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http://lexicon.ft.com/term?term=seigniorage.
http://lexicon.ft.com/term?term=seigniorage.
http://www.jstor.org/stable/40981939.
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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.
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 https://www.investopedia.com/terms/s/sin_tax.asp.
 https://www.investopedia.com/terms/s/sin_tax.asp.


THE ADAM SMITH INSTITUTE 



20  THE ADAM SMITH INSTITUTE

achieve full employment. Freed from the fiscal restraint, the federal 



https://theaimn.com/modern-monetary-theory-will-help/.
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https://www.cnbc.com/2019/03/01/bernie-sanders-economic-advisor-stephanie-kelton-on-mmt-and-2020-race.html
https://www.cnbc.com/2019/03/01/bernie-sanders-economic-advisor-stephanie-kelton-on-mmt-and-2020-race.html


https://www.marxists.org/reference/archive/marcuse/works/1969/essay-liberation.htm
https://www.marxists.org/reference/archive/marcuse/works/1969/essay-liberation.htm




https://www.aier.org/article/where-does-idea-deficits-dont-matter-come.
https://www.hetwebsite.net/het/profiles/kalecki.htm
https://www.hetwebsite.net/het/profiles/kalecki.htm
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http://what-when-how.com/social-sciences/kalecki-michal-social-science/
http://what-when-how.com/social-sciences/kalecki-michal-social-science/


http://continentaleconomics.com/files/MUELLER._Macroeconomics_of_Michal_Kalecki.pdf
http://continentaleconomics.com/files/MUELLER._Macroeconomics_of_Michal_Kalecki.pdf
https://www.vice.com/en_us/article/a34n54/modern-monetary-theory-explained
https://www.vice.com/en_us/article/a34n54/modern-monetary-theory-explained


https://www.aier.org/article/stagflation-can-it-happen-again
https://www.aier.org/article/stagflation-can-it-happen-again
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https://aier.org/article/sound-money-project/what-should-modern-monetary-theory-learn-argentina
https://aier.org/article/sound-money-project/what-should-modern-monetary-theory-learn-argentina
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https://www.nobelprize.org/prizes/economic-sciences/1974/hayek/lecture/
https://www.nobelprize.org/prizes/economic-sciences/1974/hayek/lecture/
https://www.tandfonline.com/doi/abs/10.1080/01603477.2003.11051383
https://www.tandfonline.com/doi/abs/10.1080/01603477.2003.11051383
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https://mises.org/library/legal-tender-laws-and-fractional-reserve-banking-0
https://mises.org/library/lord-keynes-and-says-law
https://mises.org/library/lord-keynes-and-says-law
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https://mises.org/library/pure-time-preference-theory-interest-0
https://www.project-syndicate.org/commentary/federal-reserve-modern-monetary-theory-dangers-by-kenneth-rogoff-2019-03
https://www.project-syndicate.org/commentary/federal-reserve-modern-monetary-theory-dangers-by-kenneth-rogoff-2019-03
https://www.nytimes.com/2019/02/25/opinion/running-on-mmt-wonkish.html
https://www.nytimes.com/2019/02/25/opinion/running-on-mmt-wonkish.html
https://www.bloomberg.com/news/articles/2019-03-15/buffett-no-fan-of-modern-monetary-theory-with-its-danger-zones
https://www.bloomberg.com/news/articles/2019-03-15/buffett-no-fan-of-modern-monetary-theory-with-its-danger-zones
https://www.bloomberg.com/news/articles/2019-02-26/jay-powell-is-no-fan-of-mmt-says-the-concept-is-just-wrong
https://www.bloomberg.com/news/articles/2019-02-26/jay-powell-is-no-fan-of-mmt-says-the-concept-is-just-wrong
https://www.bloomberg.com/news/articles/2019-02-26/jay-powell-is-no-fan-of-mmt-says-the-concept-is-just-wrong
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http://www.heritage.org/index/country/venezuela
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This would be the consequence of a policy that follows the Modern 

Monetary Theory. 

The same critique as to the MMT applies to the Keynesian theory 

https://www.investopedia.com/terms/f/fiscal-multiplier.asp
https://www.investopedia.com/terms/f/fiscal-multiplier.asp
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Japan is a good case study in the problems that arise from debt 

accumulation, massive creation of money by the central bank, and 

extremely low interest rates. Japan’s long economic stagnation points 

https://www.aier.org/article/keynesian-trap-lessons-japanese-slump
https://www.aier.org/article/keynesian-trap-lessons-japanese-slump
https://data.worldbank.org/indicator/NE.GDI.TOTL.ZS?locations=JP
https://data.worldbank.org/indicator/NE.GDI.TOTL.ZS?locations=JP
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There is no direct link between the creation of base money, aggre



T H E  A D A M  S M I T H  I N S T I T U T E   4 3 sector and because government bureaucracy is less efficient than pri-
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