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Beyond the political instability that that is supposed to come from applying MMT to policymaking, a group of critiques argues that MMT also promotes economic and financial instability. In terms of economic instability, MMT policymaking is supposed to promote large increases in government spending and large increases in deficits, first and foremost to reach and maintain full employment (Sawyer 2003). In addition, MMT is also supposed to imply that taxes and government securities are irrelevant, at least below full employment, so the money supply grows without limit, which will lead to hyperinflation and major dislocations in the economy (Bossone 2021; Kotlikoff 2021). As such, as Rogoff (2019) put it, MMT “is just nuts” and a bunch of “nonsense” that will lead to disasters if applied to policymaking (Summers 2019).
A second group of critiques notes that MMT policymaking promotes financial instability through two channels. One is loose fiscal policy and the other is a zero-interest rate policy (ZIRP). On the fiscal side, with permanent deficits assumed core element of MMT policymaking, “each subsequent issuance of debt would add to the stock of debt outstanding and inevitably depress its price, all else equal.” (Bossone 2021, 160). This is the well-known crowding out effect, which raises the financial fragility of the economy as debt service growth rises while income growth slows. As such, MMT is only reserves for situations when the economy is in a liquidity trap or, more broadly, when interest rates are low (Krugman 2011). The destabilizing impact of the crowding effect is supposed to be aggravated by the increase in tax rates that will be needed at some point to repay the public debt. On the monetary side, a ZIRP is argued to promote overindebtedness and speculative bubbles (Epstein 2019). As Palley (2015, 18) put it “this interest rate policy passivity is tantamount to believing that financial markets are stable and set interest rates and asset prices appropriately”. 
A third group of critique focuses on external instability. Some critiques argue that MMT policymaking can mostly, if not only, be applied to the United States because it is a closed economy and the US dollar (USD) is the currency of the world. That means that the United States is not subject to a balance of payment constraint and can run trade deficits without running the risk of depreciation of its currency. Any other country that decides to implement discretionary fiscal policy will record a permanent increase in its trade deficit, which is not sustainable because this will rapidly deplete the foreign reserves required to service foreign debts and to import crucial consumption, intermediary and capital goods (Vernengo and Caldentey 2020). In addition, a persistent trade deficit will lead to a depreciation of the currency, which, in developing economies heavily reliant on imports, will translate into inflation and lower real wages. As such, letting the currency float is not a viable option and so monetary sovereignty is not achievable or of limited use. 
MMT and Economic Stability: Government as a stabilizing and stimulating force.
Fiscal deficits stabilize economic activity and promote financial stability
A first channel through which MMT is supposed to promote instability is through a bias toward loose fiscal policy. The first problem with this view is that it mischaracterizes the MMT position; MMT does not advocate out of control government spending and does not view the fiscal balance as a proper policy goal. The second problem is that this view misunderstands the impact of fiscal deficits on economic stability. Fiscal deficits are a boost to the saving level of the domestic private sector, state and local governments, and the rest of the world. Fiscal deficits sustain national income by injecting more income in the economy than they remove through taxes, which improves the liquidity and solvency of other sectors. Fiscal deficits sustain private investment by stabilizing expected sales—the main driver of business investment—while having a negligible impact on interest rates (that are not a key determinant of business investment). As Minsky noted, a “big bank” (a central bank that provides an elastic currency by stabilizing interest rates and acting as lender of last resort) and a “big government” (a Treasury that spends and taxes enough to smooth national income throughout the business cycle) are central to financial stability. Economic growth, therefore, will not generate a weakening of the financial positions of private units if it is based on federal/national government programs that continuously sustain the private sector’s surplus and inject safe assets into the balance sheets of private units, although that might be inflationary (Minsky 1963, 1993). Fiscal deficits tame financial crises, they do not lead to financial crises when monetary sovereignty prevails because government is always solvent in its own currency and because private income is sustained. Put in Minskian terms, a monetarily sovereign government is always in a hedge-finance position regardless of its fiscal balance or the size of its public debt as long as it only issues debt denominated in the domestic currency. 
In addition to stabilizing national income, fiscal deficits also have beneficial portfolio effects for other sectors of the economy. Deficits translate into the public debt and Treasuries are credit-risk free (the nominal debt service can always be paid on time in full), highly liquid financial instruments that are a core staple of the financial system. Treasury securities provide the non-federal sector with a way to allocate its financial net wealth in a safe way; they are also safe collateral and are a core means of meeting the requirements of financial regulations. In the United States, U.S. Treasuries represented a high proportion the balance sheet of banks after World War 2, which helps explain why the war was followed by decades of financial stability (Minsky 1983). 
Recently, Reinhart and Rogoff (2009) studied the impact of the public debt on economic stability while they noted in passing the importance of private debt. The main issue with their book is not a technical error that invalidates their result but rather a theoretical one (Nersisyan and Wray 2010). They see a fiscal deficit as a source of instability independently of the nature of the monetary system in place. The hidden premise is that a fiscal deficit is a source of financial problems under any condition. However, a typical result found of the early warning system literature is that fiscal surpluses are a leading indicator of currency crises:
This counter-intuitive result is now well documented in the literature: many of the countries hit by a crisis actually ran a fiscal surplus, noticeably Mexico in 1994 and the Asian countries in 1997. This fact led many authors to reject first generation models of currency crises for more elaborate models in which moral hazard plays a role (a country with a government surplus is more likely to bail out risky investment projects). (Bussière and Fratzscher 2002: 27)
The fact that fiscal surpluses are associated with crises is easily understandable if one accounts for national accounting relationships and the monetary relations they imply. It is not an issue of moral hazard due to bail outs but rather that fiscal surpluses drain income out of the non-federal sector, which leads to problems for the non-federal sector in meeting its nominal debt commitments and generates a need to refinance. When this involves foreign-currency denominated financial transactions, any refinancing problem is prone to generating a currency crisis and a banking crisis (Kregel 1998). 
The stabilizing effect of fiscal deficits can be seen in Figure 1. By letting the fiscal balance accommodate the needs of the economic system through the establishment of automatic stabilizers and by quintupling its average share of spending in the economy compared to the 1880-1939 period, the federal government has considerably contributed to the stabilization of the economy post WWII (Minsky 1986a; Taylor et al. 2012; Hein 2018; Cohen and Follette 2000). Since the end of 1930s, contractions in the United States have been much milder, much less lengthy, and much less frequent. Similar trends are observed throughout the developed world, although the return of “free-market” thinking over the past 40 years has increased in financial instability (Bordo et al. 2001).
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	Size of Federal Spending (% GNP)
	Number of contractions
	Average Frequency (Years)
	Average Length (Months)
	Average Value of Declines in Real GNP
	Average Growth Rate of Real GNP
	Average St. Dev. of Real GNP

	1880-1939
	4.2
	16
	3.8
	21.8
	-5.82%
	3.15%
	7.47%

	1947-2021
	21.3
	12
	6.3
	11.1
	-1.94%
	3.07%
	2.71%


Figure 1. The U.S. Business Cycle: 1875:1-2021:1 (Base: 2012)
Sources: National Bureau of Economic Research, Bureau of Economic Analysis, Gordon (1986).

The third problem with the idea that fiscal deficits are destabilizing is that there is a weak relationship between the fiscal balance and interest rates. One may as well assume that that there is no relation between the two variables. Fiscal deficits do not raise interest rates; fiscal surpluses do not lower them. Figures 2 and 3 show that in the United States interest rates are not driven by the fiscal balance of the U.S. Treasury, they are driven by the monetary policy of the Federal Reserve (Akram and Li 2017; Atesoglu 2003, 2005). When a national Treasury runs large deficits, it usually does so during a recession when tax revenues plummet. During a recession, the central bank also lowers its policy rates to help the economy and all other interest rates tend to follow and to stay low. During World War 2, when the fiscal deficit ran past 20 percent of GDP as government spending increased very rapidly, the Federal Reserve set all interest rates on the US public debt very low for years and private interest rates followed and stayed low for years. During the early-2020s COVID-19 pandemic, the same occurred and similar lessons can be drawn for other countries (Borio et al. 2017; Sharpe 2013; Akram and Al-Helal Uddin 2021; Akram 2021). 
As the economy recovers and expands, central banks tend to raise their policy rates and other rates follow, but this does not mean that fiscal deficits are unsustainable. First, while fiscal deficits are a stylized fact they are not unresponsive to what happens in the rest of the economy and tend to fall so the growth of public debt slows. Second, as long as the nominal cost of the public debt (i) stays low relative to the nominal growth of the economy (g), the public debt will not explode relative to the size of the economy. Usually the interest rate on the public debt is below the growth rate of the economy. While the mainstream has finally recognized this stylized fact, after assuming that the opposite is usually the case in their economic models (Blanchard 2019), MMT goes further by explaining this stylized fact. A monetarily sovereign government has control over the nominal cost of the public debt because the interest rate on the public debt is a policy variable, that is, the interest rate on the public debt is overwhelmingly influenced by monetary policy (Fullwiler 2006, 2020; Aspromourgos et al. 2009). This is true regardless of the proportion of public debt held by the foreign sector. The control is complete for the interest rate on T-bills and very strong for the rates on T-notes and T-bonds. Thus, a rapidly growing public debt does not necessarily translate into an increase in the share of interest payments in government spending if the central bank simultaneously lowers its policy-rate target (Figure 4). This is all the more true that in time of national emergencies, when discretionary spending rises quickly and so interest payments represent a lower share of the overall budget. For example, during World War 2, the share of interest expenses in government spending fell to a historical low of 5 percent while the public debt reached a historical high of almost 120 percent of GDP. After the war, the public debt fell relative to the size of the economy but the share of interest payments grew to reach 20 percent as interest rates on the public debt grew with the rise in the federal funds rate (FFR). The Covid-19 pandemic has generated dynamics similar to those during World War 2. 
Fourth, one must come to recognize that the public debt will never be repaid and that a higher public debt will not translate in higher tax rates that will squeeze private income. There is no reason to pay it back, and doing so would be harmful to the finances of the non-federal sector for the reasons provided above. We have not been burdened with higher tax rates to repay the public debt created at the time of our grandparents; our children and grandchildren will not be burdened with higher tax rates to repay the public debt created today. This does not mean that taxes are not needed when monetary sovereignty prevails; they are, not only to create a demand for the domestic currency but also for other purposes (Ruml 1946). In addition, policymakers may decide to raise tax rates in the future but this ought not to be justified by the goal of repaying the public debt. The public debt will keep piling up to accommodate the needs of our growing economy for a safe asset and the government’s ability to keep paying it on time will persist as long as it is monetarily sovereign. 
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Figure 2. Fiscal position and interest rates, Q1 1900 to Q1 2021.
Sources: Treasury Bulletin, National Bureau of Economic Research, Monthly Receipts, Outlays, and Deficit or Surplus, Fiscal Years 1981-2017.
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Figure 3. Monetary policy and interest rates, January 1919 to June 2021
Sources: National Bureau of Economic Research (Macrohistory Database), FRED.
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Figure 4. Share of interest payments on the public debt relative to total government spending (Shaded areas), public debt and interest rates. Percent.

Investment-led growth policies are destabilizing
The fifth issue with the view that fiscal deficits are destabilizing is that investment-led growth is not sustainable and destabilizing, and that government plays a major role in countering the stagnating and destabilizing impacts of such source of growth. Domar (1946) extends Keynes’s static approach to the problem of economic growth and shows that investment-led growth is unsustainable because the level of net investment grows productive capacities while aggregate demand only grows by a multiple of the change (not level) in investment. The issue is not solved by allowing substitution effects à la Solow to take place through changes in relative input prices as the Cambridge Controversy concluded (Lavoie 2008). Minsky complements Domar by showing that reaching financially sustainable long-term full employment and price stability cannot be based on promoting the growth of private investment. Minsky (1973, 1981, 1986a) also notes that the emphasis on investment creates inflationary pressures and income inequality. Steindl (1952), Walker and Vatter (1989) and Vatter et al. (1995) build on Harrod’s, Domar’s and Minsky’s analysis by showing that the main constraint on economic growth has been an insufficient growth in aggregate demand not an insufficient growth in aggregate supply (Wray 2008). They conclude that the government has a crucial role government to play, not only in stabilizing the economy, but also in putting it onto a higher growth path. 
The mistaken emphasis upon physical capital· accumulation reveals […] a defect in the ruling growth models to which we have called attention: they are essentially laissez faire constructs. Acknowledgement of the long-established presence of big government is considered ancillary to long-run growth analysis. Government is allowed to intrude mainly and merely into such matters as subsidization of sectors, regulation, research, and education of the labor force. Big government as the decisive, dynamic, autonomous source of demand growth, historically coming to replace private fixed investment is, like the demand side in general, omitted from the usual model. (Walker and Vatter 1989, 344-345)
Contrary to the loanable funds approach (in which government competes for resources with private investors) and the efficient market framework (in which government intervention leads to misallocations and stifle innovations), government spending has been a necessary and complementary component to economic growth and a major source of innovations that may stimulate both public and private investment (Mazzucato 2015). 
Achieving full employment without stimulating aggregate demand
Another way through MMT fiscal policy recommendations promotes full employment and price stability is by not relying on the continuous stimulation of aggregate spending to achieve full employment. There are two aspects to this method of achieving full employment. The first aspect is that the Job Guarantee program (JG) achieves full employment for any level of aggregate demand by de facto removing the chronic gap between the number of unemployed and the number of job openings (Mitchell and Wray 2005). Initially, economic activity would be stimulated by the implementation of the JG because of the multiplier effect on employment and income in the private sector and because, for MMT proponents, the JG would pay a living wage that is higher than what the unemployed receive through unemployment insurance and welfare. The ultimate effect on inflation would depend on the overall impact of JG on spending and production. Wray et al. (2018) and Fullwiler (2007) show that the overall impact on inflation will mostly be marginal and transitory. The unemployed already impact aggregate demand, capitalist economies suffer from a chronic lack of demand and productive capacities can usually adapt to permanent increases in demand. The JG would also dampen inflationary and deflationary pressures throughout the cycle through countercyclical movements of the JG pool; thereby making the fiscal balance more countercyclical. A second aspect of this method of achieving full employment is how it deals with bottlenecks by redistributing government spending instead of applying a stop-go policy. As Keynes noted in 1937, the United Kingdom was no longer in need of an overall boost in aggregate demand but rather in need of a “rightly distributed” demand. The JG is a targeted spending policy not an overall spending policy; it raises government spending in areas where full employment has not been reached and stops government spending automatically otherwise (as there is no additional person seeking a job). For areas where full employment has been reached and the private demand for workers is still strong, private businesses can draw from the JG pool and so government spending falls. The net impact on overall government spending is undetermined, but what matters is that it has been redistributed toward localities that need it and away from areas that do not. This flattens the area of the aggregate supply curve where “semi inflation” occurs.
For the last resort use of monetary policy
The second channel through which financial instability is supposed to occur is through permanent zero-interest-rate policy (ZIRP) or, more loosely, the last-resort use of interest rates to manage economic activity and inflation. MMT supports a default ZIRP and argues that monetary policy is not a reliable tool for fighting inflation because of its weak and potentially perverse effects (Mitchell and Muysken 2008, 146ff.; Papadimitriou and Wray 1994, 1996). While some areas, such as housing, are more sensitive to changes in interest rates, overall interest rates do not play a major role in determining spending, especially business investment (Fazzari et al. 1988; Fazzari 1993; Glyn 1997). This sensitivity declines as an economic expansion progresses and is even lower now that gradualism and transparency have made it much easier for economic units to anticipate adverse changes in interest rates and to hedge against them. 
Another problem with the use of monetary policy to fine tune the economy is that it presupposes an inverse relationship between demand for credit and interest rates. However, in a leveraged economy, economic units have to meet their financial commitments regardless the level of interest rates and higher interest rates mean higher financial commitments, which creates a potential need to ask for more credit to meet these commitments (Wray 1993; Mason and Jayadev 2014). Thus, an aggressive monetary policy to fight inflation may promote financial instability when a large proportion of refinancing operations is needed to sustain economic activity (Kregel 1992). 
Finally, interest rates may have a perverse effect on inflation through cost and demand channels. Higher interest rates raise operating costs and businesses may pass those costs onto their customers. Higher policy rates also boosts the income of rentiers and raise their consumption (Lavoie 1995; Kelton and Wray 2006; Tauheed and Wray 2006; Tillman 2008). Chairman Greenspan (Federal Open Market Committee 2000, 85), among others at the FOMC, recognized this possibility: “There is deterioration in the inflation rate stemming from interest costs and energy costs, and those are not trivial sources of deterioration. At the end of the day it doesn’t have to be labor costs that are causing the overall inflation deterioration.”
Overall, the emphasis on an inverse relationship between interest rate and spending is unwarranted and MMT does not view monetary policy as a relevant tool to fight inflation. While a lot of credit is given to an improvement in monetary-policy management for the price stability observed from the mid 1980s to the mid 2000s (Bernanke 2004), monetary policy played a minor role as Governor Teeters (Federal Open Market Committee 1981, 46) noted already in 1981:
May I remind you that we shouldn’t take too much credit for the price easing? I never thought we were totally at fault for the price increases that we suffered from OPEC and food; and I don’t think the fact that OPEC and food have calmed down has a great deal to do with monetary policy per se, except in the very long run. 
Most of the credit for price stability should be attributed to the taming of energy prices and the industrialization of China that flooded the world with cheap goods, together with a bit of luck (Stock and Watson 2002, 2005). 
For all the previous reasons, a ZIRP is MMT’s preferred monetary-policy option. Instead the central bank should refocus its operations and goals on the purpose for which many central banks were created (Capie et al. 1994), namely ensuring an elastic currency for the economy (i.e. reliable financing and refinancing channels for banks and the national government) together with proactive regulation and supervision of the financial industry. MMT proponents advocate financial regulation and supervision along the line of Minsky’s theoretical framework, which recognizes the inherent instability of capitalist economies (Tymoigne 2011). Government has a role to play through the promotion of safe underwriting (promote hedge financing), the establishment of a banking structure that promotes long-term recurring relationships between bankers and their debtors, and the regulation of financial innovations toward safe financial products. Bank credit should be limited to creditworthy borrowers but banks should be encouraged to look for them wherever they are and to avoid redlining (Minsky et al. 1993). Creditworthiness is defined here differently from the way bankers use it. MMT advocates that banks should analyze the means used to service debts (“How will you repay on time?”) in addition to willingness and ability to pay on time (“Will you repay on time?”) (Tymoigne and Wray 2014). Credit controls can be useful for restricting the flow of credit to speculative endeavors and moving it toward financially sustainable economic activities that are defined as “good” by the public purpose. The central bank can play its part by discounting some financial assets while refusing others.

MMT policymaking praxis and the rest of the world
[bookmark: _GoBack]Use domestic policy levers to employ domestic resources
MMT starts from the basic principle layout by Keynes in 1940:
A government which has control over the banking and currency system can always find the cash to pay for its purchases of home produced goods (Keynes 1940 [1972], 416).
Monetary sovereignty can most effectively be used by a government to ensure the full employment of domestic resources for the fulfillment of unmet domestic needs. Unused labor hours are usually plentiful and they can be harnessed to provide goods and services to the segments of the population (some of them JG participants) that are not serviced by other sectors of the economy because of their inability to pay or because other sectors are not doing enough. Depending on the availability of non-labor resources, the ability to achieve the full employment of labor may be difficult and so a policy like the JG may have to be limited in scope (Wray 2007). In addition, government policies such as the JG can be used to lower progressively the dependence on some of the critical imports by using labor and other domestic resources to produce them. Once again, government policies have to be designed in a way consistent with the level and structure of resource constraints with the purpose of fulfilling whatever the public purpose is. 
Fiscal deficits are normal and accommodative 
While implementing policies to use domestic resources, the fiscal position usually will be in deficit and move countercyclically. The United States is special in the sense that the US dollar plays a central role in the international monetary system. This means that foreigners desire to accumulate US dollars and so the fiscal deficit must be larger than it would otherwise have been (Minsky 1986b). If the rest of the world thinks the net financial accumulation of USD is too large, the only ways foreigners can reduce it is by buying more goods and services from US sectors (US exports rise), cutting sales of goods of services to US sectors (US imports fall), reducing their reliance on USD-denominated incomes and transfers, selling USD to US sectors for foreign currency, and/or repaying debt owed to US sectors. All of these may have an impact on the exchange rate but it depends on the pace of change and the ability of quantity adjustments to accommodate the change in desires to hold the US currency. The fiscal balance of the US government would move to a surplus if the foreign sector wanted to record a large enough current account deficit with the United States (Wray 2019). Once again, the fiscal balance is the relief valve that performs at least some of the adjustment. 
A few countries, mostly in Scandinavia recently, have been able to record simultaneously a fiscal surplus, a domestic private surplus and current account surplus (the foreign sector is in deficit). It may be tempting to view this as an “ideal” economic outcome because of the association of surplus with soundness (e.g., Bloomberg Editorial Board 2012). However, not only are those accounting balances not appropriate policy goals, but also trade deficits provide real benefits to the domestic population (Wray 2015). As such, policymakers should focus on existing resource and political constraints and adjust their policy accordingly, knowing that they have no control over the final fiscal outcomes. In addition, the “ideal” economic outcome relies on the willingness of the foreign sector to run deficits; something over which domestic policymakers have absolutely no influence. The usual/normal economic outcome is for a country to run a fiscal deficit while the current account can be chronically in deficit, chronically in surplus or changes sign overtime. 
Current account balance and exchange rate
Two common criticisms of MMT are that large current account deficits are not sustainable and that chronic current account deficits depreciate the currency. The first criticism is based on the false premises that MMT wants to implement policies that increase and sustain large fiscal deficits, which in turn will result in a large and sustained current account deficits. MMT does not propose to put in place policies with a specific fiscal balance, and does not inherently aim at a major and sustained increase in government spending. In addition, the causality behind the twin-deficit story is incorrect, because it is the foreign sector that decides how much of the domestic currency it wants to accumulate. The fiscal position is mostly the one adjusting to that desire and the desire of the domestic private sector and so there is not a one-to-one relation between the foreign and fiscal balances (Ali Abbas et al. 2010). In addition, overtime the size and sign of the current account balance may change but some countries, given their economic structure and international conditions, must usually record a chronic current account deficit or a chronic current account surplus. 
This leads to the second criticism that a current account deficit leads to a depreciation of the currency. The adverse impact of current account deficit on the foreign exchange rate is not supported by the data for developed economies (Harvey 1991, 2019). As noted at the beginning, it is also well established by the early warning system literature that fiscal surpluses are associated with currency crises. Foreign exchange rates are mostly determined by portfolio arbitrages instead of trade flows and their determination follows the same logic as the theory of asset prices put forward by Keynes, with central banks still having the ability to influence interest rates even in an open economy (Lavoie 2000). While the relation between trade flow and exchange rate movements may be stronger for developing and open economies for which the foreign sector does not desire to hold the currency, the direct association of trade flows and exchange-rate movements is unwarranted in the same way it is unwarranted to make a direct connection between the fiscal balance and price dynamics. Figure 5 shows that, for the United States, there is no relationship between the trade balance and exchange-rate movements. The same applies to Mexico (Figure 6). 
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Figure 5. Fiscal position and the exchange rate in the United States, 1971 Q1 to 2021 Q1
Source: Board of Governors of Federal Reserve System (H.10 series) and Figure 2
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Figure 6. Mexican government fiscal position and the dollar-peso exchange rate, 1993 Q1 to 2021 Q2
Sources: Organisation for Economic Co-operation and Development, Bank of Mexico.

Accounting for potential challenges while emphasizing the use of domestic resources
That being said, there are five issues that need to be managed when dealing with foreign transactions. First, pass-through inflation that comes from the rising cost of imports following a depreciation is a relevant concern. Second, the balance-sheet impact of depreciations when debts denominated in a foreign currency are present is also a concern. Third, the possibility that foreign reserves dwindle and prevent foreign debt servicing and the purchase of imports is also a concern. Fourth, some countries are highly dependent on food and energy imports and/or cannot develop on their own. Fifth, if there is no internal desire to accumulate the domestic currency, the ability of the government to spend without disrupting domestic prices will be limited. MMT proponents have long recognized these problems but, instead of giving up to the neoliberal policy agenda, they have embraced policies that work around these problems in order to give priority to full employment (Mitchell 2000; Wray 2007; Kaboub 2012; Kaboub and Aliriza 2019; Sylla 2020)
MMT proposes to mitigate these potential sources of instability by using, among others, import substitution policies and payment in kind for JG production to limit the ability of the domestic private sector to purchase imports. Second, MMT advises against the issuance of foreign-denominated public debt because there are no clear international bankruptcy procedures for default on such public debt. Third, to ensure that foreign reserves are generated, an export base should be developed. An international buffer-stock policy for raw materials also ought to be promoted to stabilize the commodity prices of developing economies that depend on exporting them for development. However, international long-term financial help through public institutions also ought to be promoted because the reliance on private finance for development is prone to Ponzi finance (Kregel 2004). Capital controls can also be an option if politically and technically possible. Fourth, policies should be put in place to limit tax evasion and increase the size of the formal sector in order to increase the demand for the domestic currency and so widen the policy space of the government.
Finally, some countries are in very dire straits with limited arable land, a majority of low-skilled self-employed individuals, a large informal economy, a high dependence on food and energy imports, and poor political stability. Such a country cannot develop on its own and needs international help but that help should be inclusive of the desire and needs of the local population. Other countries may be not be in such a bad economic situation but are still dependent on international help for development. The JG can be used to reduce that dependency but international aid is needed to provide financial and physical resources, to sustain the local currency if it is used in international markets to import, or to provide grants to obtain the foreign exchange needed to buy imports.
Promoting a one-size-fit-all policy for developing economies is not possible given the diversity of their economic, social, political, and cultural institutions. However, in all cases, the point is to organize the economic system and the financial system in a way that allows policymakers to prioritize the management of domestic socio-economic issues through a bottom-up approach to policy (Wray 2015, 217). Adjustments to economic problems through austerity policies ought to be the last temporary resort and, if any of those are to be adopted, the cost of adjustments should be spread throughout the population rather than through the promotion of unemployment and starvation at the bottom. Overall, however, the point is to design a full employment policy and to set a pace of implementation that accommodates for the political and resource constraints of a country.
Conclusion
There is considerable practical and theoretical evidence that government intervention in the economy can be a major means to promote full employment, price stability and other elements of the public purpose. However, to collect the benefits of monetary sovereignty, one must stop staring at number on a spreadsheet and start dealing with the type of society one wants to build and the pressing issues of the time by focusing available evidence. This requires a discussion among members of a society about the role that the government needs to play in dealing with them, as well as a hard look at the available domestic resources to fulfill the public purpose. What are indicators of health for our economy? Standard of living, life expectancy, literacy rate, availability and quality of childcare and healthcare are major indicators. Moderate income and wealth inequalities that encourage individual initiatives but also keep individuals engaged with their society, quality infrastructures that accommodate the needs of the society, and environmental sustainability are others. Many societies are failing on a number of these indicators of economic health; most obviously environmental sustainability. Government policy is part of the answer to improve economic health in a way that is inclusive and mitigates the negative of structural shifts in the economic system that may be required to economic health. 
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