Empirical examples of MMT theory being applied have failed, and models for its implementation in the US have negative results
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Both historical precedents and an attempt to measure the impact of the MMT programme in the USA through public debt monetisation provide strong cautionary tales against such an approach. According to Edwards (2019), Almost every one of the Latin American experiments with major central bank-financed fiscal expansions took place under populist regimes and all of them ended badly…. In most of these episodes…, policy makers used arguments similar to those made by MMTers to justify extensive use of money creation to finance very large increases in public expenditures (3). Ocampo (2020) also mentions the case of Argentina under Peron (1946-1955) or Peronist regimes, particularly the years 1946-1948, 1973-1974, 2007, 2012 and 2020, and the one of Nazi Germany between 1937 and 1945. Palley (2019a) evaluates that the full monetisation by the central bank of the increase in the public deficit caused by the implementation of the MMT programme in the USA would imply a fiftyfold increase in the monetary base-to-GDP ratio relative to the 2018. He highlights that those money supply dynamics “would almost certainly trigger high inflation in both asset markets and goods markets, as well as causing significant inflationary and destabilizing exchange rate depreciation” (Palley, 2019a, 153). Indeed, already in 1982, Sargent had studied the end of four big inflations (Austria, Hungary, Poland and Germany in the 1920s) showing that it was not simply the increasing quantity of central bank notes [in modern economies, reserves] that caused the hyperinflation…, it was the growth of fiat currency that was unbacked, or backed only by government bills, which there never was a prospect to retire through taxation (89).
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