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family-specific merit goods such as child companionship or 
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It follows from Equations 4 and 5 that 

e2 
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transfer as /, where I = 
yp 

? 
M. 
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Proposition 4. Higher income parents offer more financial resources to induce services by their 

children than lower income parents do. Also, more altruistic parents transfer more resources to their 

children than less altruistic parents do. 

Note that the parents do not choose the actions of the child in the noncooperative Nash game we 

consider. Moreover, the noncooperative game has the property of self-enforcement because each 

individual pursues behavior that maximizes self-interest.7 

How does the two-stage sequential Nash equilibrium compare with the cooperative-utilitarian, or 

Benthamite solution?8 To answer this question, we first characterize the solution to a cooperative 

game in which the parents simultaneously choose M, ex, and e2 to maximize the altruistic prefereuce 
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As for children's services, we compare Equations 4 and 
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2003)lry Sibling Riva,lry Par-chil(and )Tj
ET
Q
q
BT
3 Tr
/F1 6 Tf
1 0 0164.526605268.64 Tinteractionf,lry and Transfers 
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Proof of Proposition 5. To prove Proposition 5, we first 
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Strict concavity of the parents' altruistic preference function implies that 

$ye*2M > e\ if ue. > - 

and 

e2>e*2 iiue2 > 
;r 

l 
QED. 
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