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CHAPTER1

Introduction: Strange Bedfellows
and the Rise of Modern Money Theory

Abstract Modern Money Theory (MMT) has attracted a great deal of
attention and a large number of adherents in recent years. Also sometimes
called Modern Monetary Theory, the doctrine’s appeal has largely come
from its argument that governments that issue their own sovereign curren-
cies do not have to pay for government expenditures—their central banks
can simply create money. Mainstream and heterodox critiques have ques-
tioned the theoretical bases and the practical viability of this program. This
chapter introduces my critique of these policy proposals based on their
limited applicability, their possible dangers for developing countries, the
advocates lack of attention to empirical evidence, and the dangerous polit-
ical message it sends to progressives, among other problems.

Keywords Modern Money Theory - Post-Keynesian - Sovereign
currency

1.1 INTRODUCTION

Modern Money Theory (MMT) has recently gained a significant amount
of attention. From occupying a marginal corner of the marginalized
“Post-Keynesian” economics five years ago or less, MMT has now drawn
attention, support, and disdain from Wall Street speculators, Harvard
economists Kenneth Rogoff and Lawrence Summers and even Jerome
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