The endocentricity constraint is needed to restrict the class of categorial rules and make generalization of language possible in order to account for the rapidity and uniformity of language acquisition.  The E.C. also states that phrases must have the same function as their heads, as the head is the most important aspect of a phrase and determines the core meaning of the phrase.
S -> NP + AUX + VP violates endocentricity because AUX is not a phrase that dominates a head.  A tense phrase (TP) should be used instead because every sentence has a tense, but not every sentence has an auxiliary verb.  To account for the internal structure of sentences, it is necessary to add rules to provide for clauses.

S’ -> CP + S

S -> NP + TP + VP

(SC -> NP + VP)

Ordinary Clauses may be tensed or non-tensed and may or may not include a complementizer (whether, if, for, that).  The subject can be covert (PRO) and with certain verbs, PRO can exhibit subject or object control (promise and persuade, respectively.)

1. She knew that he was wrong.

2. He wondered whether to leave.

Exceptional Clauses are non-tensed and do not include a complementizer, but do include inflection (TP).  Also, subjects must be overt.

1. I believe her to be guilty.

2. He considers her to be obnoxious.

Small Clauses are also non-tensed, do not include a complementizer nor inflection (TP).  Subjects must be overt as with Exceptional Clauses.

1. They let everyone go home.

2. Bill considers her obnoxious.

An intermediate level between XP and X is needed because of the fact that there are constituencies larger than X, but smaller than XP.  Proof of constituency, and therefore, this intermediate level, can be found in tests of ordinary and shared coordination as well as pronominalization.
Ordinary coordination:

You must obey the [queen of the Netherlands] and the [ruler of Holland.]

Shared coordination:

She is the new (and oldest yet) [queen of the Netherlands]
Pronominalization:

She met the former [queen of the Netherlands] and I met the current one.
There is a need for distinguishing between X’ levels containing adjuncts and those containing complements.  Adjuncts are recursive; they can be stacked on top of one another, whereas complements cannot.

Adjuncts: The student [with curly hair] [with short legs]

Complements: *The student [of linguistics] [of chemistry]

In addition, adjuncts can be more freely extraposed (separated from head and moved to end of clause) from their heads than complements can be.

Adjunct: The student walked down the street [with short legs]

Complement: *The student walked down the street [of linguistics]

