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● Explain what is meant by a monetary production economy.
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Week 5: Part 1
Summary and Self/Collective Test

● Explain what is meant by a fiat currency.
● Explain the difference between a currency issuer and a currency user.
● Explain why a fiat-currency-issuing government has to spend that currency into 

the economy and why people would be willing to accept that currency and 
provide government with labor and resources in return.

○ i.e., explain why spending precedes taxation.

● Explain why a currency-issuing government does not need to tax before it 
spends.
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● Explain what is meant by "functional finance.”
● Explain the fallacy in the Household Budget Analogy.
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● Provide a basic explanation of the national income and product accounts, 
sector balances and the flow of funds.

○ i.e., explain why all sectoral balances must sum to zero.

● Explain the difference between stocks and flows and the concept of stock-flow 
consistency.

Copyright 2019 James E Keenan and Adam Rice 6



Week 5: Part 1
Summary and Self/Collective Test

● Explain why the economy will not self-equilibrate to a full-employment level of 
output.

● Explain the Paradox of Thrift and be able to explain why it suffers from a fallacy 
of composition
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● Explain the concept of the Job Guarantee and how it differs from:
○ An approach to unemployment which focuses on remedying "skills mismatches";
○ A Universal Basic Income program.
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● Explain how a fiat currency differs from a currency pegged to either a precious 
metal or a reserve currency.

● Explain the difference between fixed and floating exchange rates.
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● Explain the credit creation process from the MMT perspective ("loans create 
deposits").
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● Explain what are meant by the terms "monetary policy" and "fiscal policy".
● Explain why contemporary central bank monetary policy focuses on targeting 

the overnight interbank lending rate (federal funds rate in the U.S.).
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