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The Household analogy

_1__ The comparisun everyone knows |—2, Households use monea @

» Households cannct create

the money they wse. 2
¢ They must earn income, borrow

ar sell assets to spend.

o Every pound they spend musst Q
come frem. somewhere.

¢ Their budgets are genuinely

constrained.
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* One important. fact is almast T
never acknowledged.
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5. Why tax exists 6. Bar'mmq is different too
—Tu_:‘uﬂumfwwm + Government. borrowing is not Like sl
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o Tts moin role is bo reclaim e ¢ hanstuld meriznge

gevernment—created. maney
from the econamy.

» That helps contral. inflation.
* Tax akso redistributes ircome

¢ Bicusie govarmank iriabid tur g
it does not need to borrow
g4 = Yy P
* Instead, it offers people o safe PLACE TO SHE

place b save. A =
e + Goverramenk; borwds. work like
+ Tox halps craoke. foir, skable government. savings accents.
and, thriving societies Pacple valise them because grusrrmant.
cam, alogs repayment.

[ 7. Why the myth survives
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# The only problem is that it & wreng. thet curmency
s It hides how the monstary sighesm They coreet eperabe
paelly s 1 [ri———

o Worse, it encournges unecessary
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* That is why it is so popular with

politicians whe wank bo Limit ¢ &

what government. does. L

Conclusion  # overmment that issues its oum currency is not o houshold. Understonding that
one difference changes hew we should think about tax, spending, borrowing and the
whole econsmy, and kew it should be maraged.

funding the future | Funding the Fubure ‘ Richard. Marphys
T hikkpa: /vt banresearch.org. ukBleg/

This is the fifth in this series of infographics on the basics of economics,
Others in the series are:

* Economics
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https://www.taxresearch.org.uk/Blog/2026/07/30/infographic-the-household-analogy/
https://www.taxresearch.org.uk/Blog/glossary/E/#economics
https://www.taxresearch.org.uk/Blog/2026/07/26/what-is-ecnomics/#gsc.tab=0

* Microeconomics

* Macroeconomics

* Political economy

How to expand this image

If you press CTRL or Command and Plus (+) on your keyboard, your browser should
increase the size of your page every time you do this. Press CTRL or Command and the
Zero (0) key together to restore the screen to normal. | can get to at least 2 times the
normal size by doing this.

How to download this image.

If you right-click the image, you should be given the option to download it to your
computer. So long as you do so without a view to making a profit, you may do so
without further permission. Commercial use requires consent. But if you just want to
share it, do so with whoever and wherever you want. That is the purpose of these

infographics.
The imaPe IibrarY
We are planning a library of these images. It will be available soon.

Al use.

In some way or other, | used Al in the creation of this post. | disclose how | use that
technology here,
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https://www.taxresearch.org.uk/Blog/2026/07/27/infographic-microeconomics/
https://www.taxresearch.org.uk/Blog/2026/07/28/infofraphic-macroeconomics/
https://www.taxresearch.org.uk/Blog/2026/07/29/infographic-political-economy/#gsc.tab=0
https://www.taxresearch.org.uk/Blog/2026/07/26/my-use-of-ai/
https://www.taxresearch.org.uk/Blog/2026/07/26/my-use-of-ai/

