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The Modern Monetary Theory: An Analytical Review
Abstract

More than ten years have passed since the Global Financial Crisis, and still
countries are suffering from its lasting effects. Growth rates and productivities in
different countries are still below levels that would have prevailed. Moreover, the
outbreak of the COVID-19 crisis aggravated the situation and led to more decline in
these rates. Consequently, governments established diverse policies to stimulate
aggregate demand. However, these policies failed to achieve their goals. That led
the Modern Monetary Theory (MMT) pioneers to develop this theory in order to find

different solutions aiming to adopt expansionary fiscal policies.

The central idea of MMT s that a monetarily sovereign country can never go
bankrupt or run out of money. It can spend freely since it can always give orders to
the central bank to credit the government's bank account for an unlimited amount of
money. Subsequently, the ideal economic policy is the one that targets achieving full
employment and financial stability, instead of focusing on the scale of the public
budget deficit and the public debt.

However, The MMT s criticized for the lack of a well-established theoretical
framework, and the inattention to the negative impacts that may results from
adopting floating exchange rates and exclusive reliance on money-financed deficits.

Moreover, MMT when applied in real world, failed to generate the awaited results.

This study aims to review the main aspects of the Modern Monetary Theory and its
assumptions and determine the similarities and differences between the MMT and
previous economic theories. Finally, this study intends to evaluate the MMT and

assess the validity of its assumptions.

Keywords: Modern Monetary Theory- Monetarily Sovereign- Fiscal Policy-Monetary Policy.
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