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Main Issues and Roots of the Debate on Modern Money Theory
JIA Genliang, HE Zengping
(School of Economics, Renmin University of China, Beijing 100872)

Abstract: Modern Money Theory (MMT) is not equal to monetizing fiscal deficits, is not equal to
abandoning central banks’ independence, and is not equal to increasing government expenditures
without limits. The big debate surrounding MMT in the United States in 2019 involves two impor-
tant issues. One is crowding-out effects. MMT supports endogenous money theory, which holds
that the central bank sets the interest rate, and therefore government spending would not push up
the interest rate and squeeze out private investment. The other problem is inflation. The Quantity
Theory of Money ignores the fact that unemployment and overcapacity are the norms of a market e-
conomy. MMT emphasizes that government expenditure should take sectoral conditions into ac-
count. Therefore, spending by creating money is not equal to inflation. The current dilemma faced
by mainstream macroeconomic theories and policies is the main factor that triggers this debate.
MMT will have a profound impact on western economic theories and the economic policies of the U-
nited States and European countries. It is of great practical significance to pay close attention to the
latest developments of MMT and its debates.

Key words: Modern Money Theory; Green New Deal; Endogenous money; Quantity Theory of

Money; Neo-Liberalism
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