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"Endogenous Inequality Theory"

This paper constructs a model of intergenerational transmission of inequality via
financial bequests and human capital investments in the presence of borrowing
constraints. It extends existing models in various directions: investment returns are
endogenously determined, there are no indivisibilities in investment, and financial
and human capital co-exist. A unique steady state is shown to exist. The steady state
involves wealth inequality across families (and endogenous non-convexity in returns
to human capital) if and only if the range of training costs across occupations is large,
relative to technology and preference parameters.
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