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T H E  WAG E - B A S E D  S Y S T E M

TODAY
Households earn by working.

HOUSEHOLDS FIRMS

LABOR
time and effort

WAGES
paychecks

T H E  T H R E E  B U C K E T S  O F  H O U S E H O L D  I N C O M E

WAGES 60% TRANSFERS 20% CAPITAL 20%

About $1 from capital for every $4 from wages and transfers (CAR ≈ 0.25)
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The Fourth Pillar: Measuring the Great Decoupling


