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Inheritance of Material Capital (B)

t : Tax
W c

i : Wealth of i-th couple
Bji : Bequest of j-th son of the i-th couple
ni : Number of kids of the i-th couple

Primogeniture:

B1i = W c
i (1− t)

Bji = 0 ∀ j 6= 1

Equal Inheritance:

Bji =
W c

i (1− t)
ni

∀ j

Inheritance of Human Capital (H)

W : Mean wealth
H : Mean H

Hi
k : H of i-parent k-th generation

Hj
k : H of j-parent k-th generation
ε : shock
b ∼ random[0,1]

Hk+1 = (1− λ)[H + tW ] + λ[(1− z)(bHi
k + (1− b)Hj

k) + zW c
k ] + ε1
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Assortation

r : Assortation probability
Ai : i-th agent’s assortation measurement

r ⇒ Ai = Bγ
i H1−γ

i

1− r ⇒ Random

Consumption and Investment

Bc : Couple Bequest
Bc = Bi + Bj

B′c : Couple bequest after consumption
I : Investment

Kc : Normal consumption coefficient
c : ε[0, 1]Fraction of Bequest consumed in excess of Kc

if(Bc <= KcW ) B′c = 0 consume entire bequest

else if(cBc < KcW ) B′c = Bc −KcW

else(cBc >= KcW ) B′c = Bc(1− c)

I = B′c

Final Wealth

Wc : Couple Wealth
Hc : Couple H
Hc = Hi + Hj

if(B′c >= 1) Wc = B′ρc Hδ
c + ε2

else(B′c < 1) Wc = Hδ
c + ε2
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Reproduction

N : Total population
ni : No. of kids of the i-th couple

αi :
W c

i∑N/2
j W c

j

ni = (1− µ)2 + µ(αiN)

Progressive Tax Function

x : Parent’s wealth
f(x) : Bequest as a function of parent’s wealth
Ke : Minimum taxable wealth coefficient
Ka : Maximum bequest coefficient

f(keW ) = KeW

f’(keW ) = 1
lim

x → ∞
f(x) = kaW

f(x) =
(x− keW )(kaW − keW )

(x + kaW − 2 ∗ keW )
+ keW

Parameters

µ : Weight of wealth in reproduction
λ : Weight of H inheritance from parents
γ : Relative importance of B in assortation
ρ : Importance of Investment on wealth
δ : Importance of H on wealth
r : Assortation Probability

Ke : Minimum taxable wealth coefficient
Ka : Maximum bequest coefficient
Kc : Normal consumption coefficient

c : ε[0, 1]Fraction of Bequest consumed in excess of Kc

z : Weight of parent’s wealth on the inheritance of H
ε1 : Shock to H
ε1 : Shock to wealth
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