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altruism. Our analysis of endogenous division rules optimally chosen by altruis-
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competitive wage rate wi that child i
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capabilities of earnings in their labor markets. The above analysis of how changes in
each child’s market wage rate affect his share of inter vivos gifts helps to understand
the wage effects on β and M



Endogenous division rules as a family constitution 181

To simultaneously solve for the optimal values of M and β
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This income equation indicates that Y ∗
i > wi if and only if M∗ >
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low-wage child’s wage rate increases, the pre-transfer market income differential
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(Menchik 1980; Stark 1998; Bernheim and Severinov 2003). Note that inter vivos
gifts and postmortem transfers are fundamentally different in terms of tax rules
that apply to the two different modes of transs
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∂Yi

∂Ai

= −w
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