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PART ONE

PREMISES FOR

A MODERN THEORY
OF POLITICAL
ECONOMY

Why does Canada have socialized medicine while the United States does
not? Why did the framers of the United States Constitution explicitly ex-
clude the direct election of the President and Senators? Why was Lenin, with
only a few followers, able to overthrow the government and seize power in
Russia? Why are nuclear weapons proliferating? Why have government
budgets grown so much faster than has gross national produc (GNP) in
modern times?

I. THEORY:
A TOOL FOR POLITICAL INQUIRY
AND POLITICAL PRACTICE

To answer these questions is to supply an explanation: a set of statements
constituting a reasonable basis for understanding why. Certainly, one objec-
tive of political inquiry is developing explanations of political phenomena
that answer “Why?”’ But other objectives exist. “The goal of political studies
is not knowledge, but action,”! argued Aristotle. Although we believe that
he overstated his case, we acknowledge that one possible goal of political
inquiry is to gain knowledge useful in attaining political targets. Such knowl-
cdge could certainly be useful given the pervasiveness of political activity.
Where one finds human beings, one finds politics. Thousands of years ago
it took political action to construct irrigation ditches to divert the Yellow
River’s waters in China; it took political action to free the slaves in Egypt;
and it took political action to marshal the Roman Legions to war. Today it
takes political action to build the Aswan Dam, to pass civil rights acts in the
United States, and to keep the armed forces of NATO unified. All of these
activities require some form of organization, and organization requires a
form of political action.

'Avintotle, Polities,
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This book develops political explanations. For some students, the
explanatory merit of the arguments alone will provide the relevance. For
others, the relevance will stem from the practical implications of the argu-
ments. But arguments and implications are not unrelated. Any bona fide
explanation of political occurrences will have relevance for both scholar and
activist. The reason that explanations have such broad relevance is simple:
explanations allow one to predict what will happen under a given set of
conditions.? And, of course, this ability is a key to the evaluation of political
actions.

Hempel illustrates the relationship between explanation, prediction,
and practical applications in a discussion of Galileo’s laws of projectiles:

(Scientific) explanation may be expected to show a close affinity to scientific
prediction. . . .

The affinity in question is vividly illustrated in the fourth part of the
Dralogues Concerning Two New Sciences. Here, Galileo develops his laws for the
motion of projectiles and deduces from them the corollary that if projectiles
are fired from the same point with equal initial velocity, but different eleva-
tions, the maximum range will be attained when the elevation is 45°, Then,
Galileo has Sagredo remark: “From accounts given by gunners, I was already
aware of the fact that in the use of cannon and mortars, the maximum range

. is obtained when the elevation is 45° ... ; but to understand why this
happens far outweighs the mere information obtained by the testimony of
others or even by repeated experiment.” ... [T]he phenomenon previously

noted by the gunners is here explained, and thus understood, by showing that its
occurrence was to be expected under the specific circumstances in view of
certain general laws set forth in Galileo’s theory. And Galileo himself points
with obvious pride to the predictions that may in like fashion be obtained by
deduction from his laws; the latter imply “what has perhaps never been ob-
served in experience, namely, that of other shots those which exceed or fall
short of 45° by equal amounts have equal ranges.” Thus, the explanation

afforded by Galileo’s theory “‘prepares the mind to understand and ascertain
other facts.””?

Here we see how predictions follow immediately from explanation. But we
can also see how Galileo’s explanations and predictions can be of imme-

diate practical use to anyone concerned with the effective use of field ar-
tillery.

. Arguments designed to generate many explanations are called theo-
ries, and this book contains the rudiments of a theory of politics. But what

2Some types of prediction only allow one to make probabilistic predictions of what will
occur. For an introductory discussion of the different types of explanation and their uses see
Ernest Nagel, Structure of Science New York: Harcourt Brace Jovanovich, 1961, pp. 20-28. An
alternative view of explanation in the social sciences is offered in J. Donald Moon, *“The Logic
of Political Inquiry: A Synthesis of Opposed Perspectives,”” in Handbook of Political Science, Vol,
L, Fred I. Greenstein and Nelson W. Polsby, eds. Addison-Wesley: Reading, Massachuseits,
1975, pp. 131-229,

*Carl G. Hempel, Aspects of Scientific Explanation, New York: ‘The Free 'veas, 1965, Pp.
364-5 (footnotes in the original are here omitted). Note that thi is not 16 say that ithere ny
not be other paths 1o prediction. Explanation merely is oue possilile vowte 10 ths objective,
. Foramore decnled dineussion of this point see Inael Schietler, The Anatomy of Inguiry, New

York: Knopt, 1063, pp. 25-57, ane expecially pp. A3-4h.

Premises for a Modern Theory of Political Economy 3

is politics? This question is implicit in the remainder of this book, where we
present arguments which we believe to be of interest to all who are inter-
ested in politics. To begin, we need only state that we believe politics
involves human nature.

Therefore, in the premises of our arguments we try to specify ““human
nature.” Indeed, we take seriously the advice of George Washington Plun-
kitt, the famous New York City machine politician. He said that to get ahead
in politics one had to ... study human nature and act accordin’.”* The
question, of course, is “What’s accordin’?” We propose that “accordin’ " is
to act in accordance with the implications of those generalizations about
human behavior we have selected as general premises for our arguments.

We will use these premises about “human nature” again and again.
When different situations arise, new arguments are not constructed by
changing these generalized premises. Rather, the contextual characteristics
of the situation are changed and statements to this effect are added to the
premises.® By taking changing contexts into account in the argument in this
way, implications for behavior in different political situations are derived.

Clearly, the problem is to find generalizations about human behavior
which are not false, and which are testable. The task is then to use these
generalizations to draw implications and test conclusions. If the generaliza-
tions are true, their implications will be true and proper tests will continually
turn out confirmatory results. Although most of the theories in this volume
have been tested, reports of most tests are omitted from our discussion,
except in the footnotes and bibliographic notes at the end of the chapters.

Thus, the arguments in this book can be viewed as attempts to spell
out the logical consequences of a set of psychological assumptions in a
rigorous fashion. The arguments conform in detail to Plunkitt’s advice.

II. HUMAN NATURE AND POLITICS:
POLITICAL CHOICE

In contemplating their political fates under Julius Caesar, Cassius exclaims:
“The fault, dear Brutus, is not in our stars but in ourselves.”® We, too, must
reject explanations of the political situation based on the stars or other
supernatural or incidental forces. Although many possible starting points
for political explanations remain, we will assume throughout that political
behavior, and the subsequent political outcomes, stems directly from
choices and behavior. Thus, we will not consider political outcomes to be
accidental byproducts of other sorts of behavior.” We will explain political
phenomena as determined by the aggregate of consciously political deci-
sions made by individuals in given physical environments.

‘William L. Riovdan, Plunkitt of Tammany Hall, New York: Dutton, 1963, p. 25.‘

*Note, however, that in Chap. Four, additional assumptions about human bchavior are
added 1o the modely developed in Chapy, Two and Three.

“From Shakespeare's fuliy Camar. ,

TOther positions are, of conrse, possible. Thus, lor example, Karl Marx may be inter-
preted 1o dechne that on polincal dhiorces we merely side effeas of economic arrangements,
A good discunsion of his position can be fovnd i Frich Fromm, Many Coneept of Mun, New
York: Frederick Ungar, lJN\I. pp V=19,
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Given this orientation, our task is clearly delineated: to explain politi-
cal phenomena as a result of political choices. We are right back to the
problem identified by Plunkitt: the study of human nature. For our pur-
poses, the central aspect of human nature is: “How does a person make
political choices?”” There are, of course, various ways this question could be
answered. But the structure of our answer is constrained by the goals speci-
fied in the first chapter. We need to supply a series of testable generaliza-
tions about human nature. These generalizations should not be obviously
false and will have to be useful in developing arguments about politics.
When combined with other statements, they must yield conclusions about
political processes and actions.

We thus can identify two tasks: (1) specifying how individuals choose,
and (2) identifying some of the implications of this behavior for political
processes and actions. But politics involves groups of individuals rather than
Just single individuals. Therefore, any characterization of individual choice
will have to be shown to have implications for how groups choose collec-
tively. We will specify a few characteristics of individual choice. In the next
chapter, we begin to examine some of the implications of our view for the
possibility of reasonable group choice.

The Elements of Choice

When we assert that Hitler chose to burn the Reichstag and place the blame
on the German Communists, we are asserting that other courses of action
were logically possible. Further, when we claim he chose that act, we claim
that he did not prefer any of the other alternatives open to him. When, on
August 5, 1964, Lyndon Johnson decided to bomb targets in North Vietnam
in apparent retaliation for North Vietnamese attacks on American warships,
there must have been alternatives, or he could not have decided. The poimnt
is: decisions or choices involve alternatives, or different courses of action,
from which an individual can and does choose. In analyzing political
choices, we will have to specify something about the alternatives open to the
individuals who choose.

But specifying which alternative courses of action are possible or open
is not specifying enough. If an alternative is to enter into decision making,
it must be perceived. How often we choose to do something we dislike only
to discover later an unseen possibility that made our disagreeable act un-
necessary! In politics, as elsewhere, the problem of unperceived alternatives
is far from trivial. To illustrate, consider a problem facing Larry O’Brien,
manager of John F. Kennedy’s 1958 Senatorial campaign. O’Brien had 1800
volunteers and no obvious way of using them in the campaign. Yet he
wanted to make them feel helpful. After some deliberation he hit upon a
nonobvious course of action:

The O’Brien solution: to put the volunteers to work sending out letters of
thanks to each of the 256,000 signers of the nomination petitions. 'Thin ix what
politicians consider a ncarly perfect solution: it made happy the receivers of
the letters of thanks and, more importatly, gave to each volumeer the illusion
of service. There are wtill men at the bars of South Boston who hosat of the

s et . .
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letter that Jack Kennedy sent them for signing his nominating petition in
19582

If O’Brien hadn’t thought of this alternative, he could not have chosen it.
Thus, to explain choice, one must refer to perceived alternative courses of
action. ' . o

But choice involves more than the perception of alternatives: it in-
volves the projected consequences of these alternatives. When choosing a
course of action, one is also choosing the consequences that he expects to
flow from that course of action. Note (again) the importance of perception,
or expectation. How often, after a clil(')ice,‘ dp each of us exclaim, “If T had
only known!” Unfortunately, in politics, it is frequently unclear what the
consequences of certain courses of action are. For example, Chinese negoti-
ators for Canadian wheat were persuaded to pay interest on loans when the
Canadians advised them of a consequence to the Chinese position that the
Chinese had not foreseen:

In one of the discussions that we had on the first long-term agreement in
March or April of 1961, the Chinese negotiat_ors pointed out Fha;, gcgordmg
to their reading of the doctrines of Karl Marx, interest was a capitalistic innova-
tion. Therefore, there should not be any interest on these short-term loa.ns? of
six months. My answer was that I knew that Marx had had a very poor opinion
of this matter of interest, but a fundamental principle of Marx was that no good
socialist should ever take advantage of workers. I pom[egi out the sections of
Marx’s writings to them and indicated that this wheat did not belong to me
but to our workers, the farmers. I depicted them getting up at the crack of
dawn and going to bed at 10 o’clock at night and emphasized that I did not
want to exploit them by having them turn their wheat over to the Chinese and
then have to borrow money to live on from the banks, for which they would
have to pay 5 percent interest. If the Chinese did not pay that 5 percent, it
would be exploitation of the workers for whom I was working.

Then we adjourned. Two days later, they came back and said that I had madﬁ
a good point. “We will pay 5 percent and an additional one-half per cent,
they said, “‘to make absolutely sure that no one says we are exploiting your
workers.”®

Of course, it may often be that the consequences of an action are
uncertain.'® Here, however, it suffices to note tha_t thf: percelvefi conse-
quences of courses of action enter into the determination of choice, even
if these consequences are uncertain.

Besides the perception of alternatives and consequences, values or
preferences regarding the consequences of the various courses of action are
essential to choice. Individuals prefer some states of the world to others.

*Theodore 11, White, The Making of the President, 1960, New York: Atheneum, 1961,

. 122, - . o '

. YAlvin Hamilton (former Canidian Minister of ll‘fidc and (‘()mmcrcc).'m The U(mted

States and China, edited by Doak Barnett and Edwin O, Reischauer, New York: Pracger, 1970,
. F2820, ' o o

- Much of the divcrwnion in Chiap. 3 focusen on choice problems steniming from thin fact,
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And when we have chosen one over another, our preferences enter into our
decision.'* The notion of preference is so fundamental and familiar that it
can be treated as an undefined term in the subsequent analysis. Neverthe-
less, it is necessary to discuss some characteristics of preference to clarify
how preference may be related to the question of choice. We relate these
characteristics to choice by using selection rules or choice rules. These rules
specify (i.e. predict) an individual’s choices as a direct function of his or her
preferences regarding the perceived alternative consequences.

Il. THE STRUCTURE OF PREFERENCES

‘Two properties of preference allow us to hypothesize a simple relationship
between preference and choice. To identify these properties, let us consider
what is commonly meant by the term preference. What does it mean to say
“I prefer McGovern to Nixon,” or “I prefer Nixon to Wallace?” It would
seem that a number of generalizable characteristics underly this use of
preference.

Deterministic, or Nonprobabilistic, Preference
"To say “I prefer Nixon to Wallace” is quite different from saying ‘I probably
prefer Nixon to Wallace.” Without the “probably” (or a similar modifier)
the statement is quite definite. Inserting “probably” makes it much less
definite. The common-sense notion of preference is captured more closely
by the former. Ordinary preference is usually viewed as categorical, not
probabilistic. In analyzing political-choice behavior, our formulation of
preference will conform to the common-sense notion of preference. It will
be nonprobabilistic and clear cut. Moreover, we assume that preference is
binary: only two things are compared at any one time.2

In opting for deterministic preference, we are ignoring certain prob-
lems that psychologists have pointed out about human preferences: individ-
uals, at times, give contradictory evidence about their preferences. At one
moment a person may say he prefers x to y, later he may say he prefers y
to x. Of course we could attribute such apparent contradiction to changes
in the choice environment. But some psychologists have attempted a more
general approach which describes individuals as having probabilistic prefer-
ences. Thus, they assume that *“ ... an individual has a certain probability
of expressing a preference for one alternative over another.”'® The
probabilistic approach poses two problems. First, it does not appear, to us,
to be a more realistic representation of actual preference. Second, it would
greatly complicate the analysis, and might change some of the major conclu-

"This way of stating the problem implicitly assumes that individuals attach values to
both the actual course of action undertaken (the means) and the consequences that flow from
that course (ends). We assume that individuals evaluate actions and conscquences as a whole
and decide on that basis. For a similar, yet more formalized account, see Williim Riker and
Peter Ordeshook, An Introduction to Positive Political Theory, Englewood Cliflx, N Prentice-Hall,
1978, Pp: 48-53.

28¢e Kenneth [ Arrow, “Rational Choice Functions and Ovderings,” Eeanomica, May
1959 (Vol. 26 n.s.), P 121-27 for alternatives to the binary chatacterigntion

Place and le"n. Gaames andd Drcigoms, New York: Wiley, TONT, 1 8710Vl st appen-

dix in w relutively acceaible Gl somewhat dited) neatment of thiy mms.
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sions reached by authors who employed deterministic preference in their
analyses. For these reasons we will assume individuals to have determinate
preferences.

Preference and Ordering
Consider again the statement “I prefer Nixon to Wallace.” It appears to say
“No matter how much (or little} I like Wallace, I like Nixon more.” Implicit
in the statement seems to be a possible order that reflects the individual’s
ranking of the candidates. Indeed, in common usage preference is under-
stood as a relationship like “heavier than” or “faster than.” It relates sets
of things by imputing an order to them. In a group of objects we can identify
the heaviest, and the next heaviest, and so on. The objects can be ordered
according to how much they weigh. Implicit in the everyday usage of prefer-
ence is a property that allows us to rank alternatives in a similar fashion
according to how much they are liked. Since this property plays a major role
in subsequent analyses, we will illustrate it by example and discuss it briefly.

Suppose an individual asserts that:

1. he prefers McGovern to Nixon; and
2. he prefers Nixon to Wallace.

The ordinary notion of preference and the formal assumption which we
make requires that:

3. he prefers McGovern to Wallace.

More generally, if we write “x 1s preferred to y,” as “xPy,” then: if
xPy and yPz it follows that xPz o o

This property of preferences is called transitivity. If individual prefer-
ences are transitive, then all the alternatuves can be “well-ordered” when-
ever there are more than two alternatives. In other words, transitivity allows
for the ranking of all alternatives from the most preferred to the least
preferred. Consider what happens if transitivity is violated. If we try to rank
three football teams when Texas beat Arkansas, Arkansas beat Oklahoma,
and Oklahoma beat Texas, we will have trouble deciding which is to be
ranked first. Each possible candidate for first is beaten by some other alter-
native. Which is best? The answer is unclear, for the relationship is intransi-
tive as depicted in Figure I-1. In this case, no ordering yielding a best and
aworst team is suggested. No ordering is possible. In order for preferences
to generate an ordering, we will want the preferences of the individual-to
he transitive.'*

“Bud see Thomas Schwartz, ““T'he Myth of the Maximum,” Nous, VI, 2 (May 1972)., PP
W7-117 lor a strong counterargument. One can rule out preference cycles wilh()ul requiring
tansitivity, On this, see Amatya K. Sen, Collective Choice and Social Welfare, San Francisco:
Holden Day, 1970, pp. 18=16, A7-48, Also note that considerable evidence has bee  [ound of

oyehe preferences, See Kenneth O, May, “Intansitivity, Utility, ;m(! the Aggr('g;nim T’Il I'r(-lﬂ-r-
ene l'ullrlm." LEeonometriea, Jan. 104 (Vol. 22, No. ), pp. 1-13, Iu_r_u |n‘(-I|n|_nr.|rv discussion,
Phe unmswered question cemains, “What ae the prease conditions: which generate the

individual's preference cydeay”
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Preferences: Victery in sports:
Transitive Intransitive

_ Texas

+~ McGovern

£~ Nixon

Wallace

Oklahoraa

McGovern preferred to Nixon
Nixon preferred to Wallace

Texas beats Arkansas
Arkansas beats Oklahoma

plus transitivity: But, without transitivity,
McGovern must be preferred to we can’t be sure that
Wallace Texas beats Dklahoma

and indeed, they don't

Figure I-1 Transitive and intransitive relationships *
*Here “Texas - Oklahoma™ should be read as “Oklahoma beats Texas.”

But s preference a sufficiently rich concept to allow us to describe fully
the structure of an individual’s values? Certainly there are times when we
can neither say that x is preferred to y nor that y is preferred to x. Indeed,
we commonly call this situation indjfference:*® the relationship that exists in
the absence of preference. For convenience, we will assume that indifference
is also transitive, although some alternative formulations of indifference
leave out this property.*®

Thus preference, and in its absence, indifference, can be used by the
individual to rank alternatives. Given our hypothesis regarding preference,
these rankings are “well-behaved.” There is always a most preferred alter-

"*In other words we define indifference between x and y (x/y) in terms of preference
(xPy) as follows: x/y = (-xPy A -yPx). This definition allows our analysis to be compatible with
“indifference curve” techniques, c.f. any standard text on microeconomics for its cxposition.

*Without transitivity, an individual’s indifference between x and y, and also between
y and z, need not imply his indifference between x and z. Consider the individual who neither
cares whether there are 1,000 or 10,000 U.S. troops in South Korea, nor whether there are
10,000 or 20,000 there. He may find those differences “too small 1o worty ubout.” But the
difference between 1,000 and 20,000 may be sufficiently large to hive gone over nome “thresh-
old” and he may well prefer having only 1,000 troops there 10 having 20,000 there, Some
psychological theories of perception and choice use these threshold notions in ther tormala-
tons, See, Sen, Op. Git, Chap, 1°, for a discussion of the relutionship between tansinvity of
preference and indifference,
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native (or a set of most preferred alternatives). There are no preference
cycles. And preferences are not probabilistic. The reader will see that these
properties are useful to relate preference to choice in a direct and simple
manner.

Choice Functions or Selection Rules”

Choice involves connecting one’s actions with one’s preferences over the
perceived alternatives and their consequences. The nature of this connec-
tion depends upon the individual’s selection rules: those rules by which
preferences are mapped to actions. Therefore, we advance a generalized
conjecture regarding a universal selection rule which we posit all individuals
use in making choices.'® These selection rules are used as premises in
subsequent arguments about politics.

It may be helpful to identify the restrictions included in our selection
rules, in order to understand in what way we are limiting individual choice
procedures. There are, in particular, two restrictions. Let us examine them
before we fully specify the rules that will furnish the basis for our assump-
tions about “human nature.”

Can An Individual Refuse to Choose?

“Put on either your shoes or your sandals!” shouted the exasperated father.
The contrary child did neither. There is nothing in the child’s choice that
is unusual; certainly the child did not refuse to choose. But he did ignore
the two stated alternatives. He could ignore them and still choose a course
of action because the alternatives did not exhaust the possibilities open to
the child. Imagine a different set of instructions such as: “Either put on your
shoes or sandals, or do not put them on.” With such instructions, the child
could not disobey. He would have to choose one of the alternatives. The
lesson is clear: to insure choice from a set of alternatives, we must construct
our set of alternatives to exhaust the possibilities perceived as open to the
individual. To do this, the set needs to contain some sort of residual cate-
gory.

Now it may be argued that in evaluating alternatives, individuals rarely
consider, as one of their alternatives, the act of not choosing (or doing
nothing). Indeed, the act of not choosing may be sufficiently different in
kind from other possibilities, that to include it in the set of alternatives
distorts the notion of choice.’® But there are substantial arguments for
always including nonaction as one of the alternatives in a choice set. After

"Economists refer to what we call selection rules as choice functions. The literature on
this subject is vast and quite formidable. The reader may wish to examine Kenneth Arrow,
Op. Cit. as a starting point. A more recent discussion can be had in Sen, Op. Cit., Chap. |
and 1%,

**In all likelihood these generalizations fall short of universality. Some people undoubt-
cdly violate them in their choices,

Plndeed, the notion of requiring the actor to choose some specific (i.c. not null)
aliernative contained in the xet of aliernatives is known as the axiom of forced choice and is
dincimned by Thoman Schwartz, “Rationality and the Mytl of the Maximum,” Nous, VI, No. 2
(May 1072) p. 101,
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all, the structure of existence in time always permits postponement or
nonaction to be chosen. Therefore, we assume nonaction to be an explicit
member of the set of alternatives and expect it to be a perceived alternative.
For example, when offensive missiles were discovered in Cuba in 1962,
President Kennedy:

- - . assembled his most trusted advisors. . . . The President charged this group
to “set aside all other tasks to make a prompt and intensive survey of the
dangers and all possible courses of action.” . .. Six major categories of action were
considered.

1. DO NOTHING.?®

Thus, when discussing choice situations, we will assume that the set of
alternatives is exhaustive and some choice must be made from the alterna-
tives in that set.

Nonperversity of Preference and Choice

It would be a most absurd connection between “preference” and “choice”
that would allow for the following: “The guest at the cocktail party was
asked by the host whether he preferred bourbon or scotch, since an ample
supply of both were available. The guest replied, ‘I prefer scotch so please
give me a glass of bourbon.”” In choosing a rule to connect choice with
preference, we want to exclude this kind of absurd, or perverse, behavior.
Consequently an additional requirement of the rule is that it conform to our
common understanding of preference. In a choice situation, the preferred
alternative is assumed to be the one chosen.

This is not to say that some actions, on first glance, may not appear
to exhibit this bizarre relationship between preference and choice. Imagine
walking down the street and being confronted by a crippled beggar who
pleads with you to give him enough for a square meal. You give him all of
the three dollars which you have and were planning to use for your own
meal. We might plausibly argue that you prefer three dollars and the antici-
pation of the meal it can buy you to nothing, and yet by giving it away, you
chose to have nothing. But such an argument is clearly specious. There are
other aspects of the situation which enter into your preferences and hence
choices. A reasonable interpretation of the action is that you preferred the
satisfaction gained in helping an obviously needy individual to keeping that
amount of money for yourself. Consequently, you chose the preferred alter-
native. Throughout, we assume that the selection rules employed by individ-
uals to translate preferences into choices exhibit this nonperversity. In other
words, if an individual prefers x to y, y is not chosen.?!

20Graham T. Allison, Essence of Decision: Explaining the Cuban Missile Crisis, Boston: Linle
Brown, 1971, pp. 57-58. Italics and capitals in the original. Footnotes contained in the original
omitted here.

It may be of interest to note that the forced-choice assumption phin nonperyersity, ay
stated here, imply transitivity of prelerence, '
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IV. RATIONALITY:
THE RESULT OF OUR RESTRICTIONS

Having identified a number of general characteristics of choice and some
restrictions on preferences and selection rules, we can proceed to insist that
human nature conforms to these criteria. Moreover we can label choices
which conform to these rules. The label is “rationality,” or “rational
choice.” When people have:

. nonprobabilistic preference

. transitive preference and indifference
. “forced choice”

. nonperverse selection rules

0D ND =

we refer to them as rational.

Many consequences follow from behavior conforming to these criteria.
The chapters that lie ahead largely will be devoted to discussing a number
of them. But one important consequence can, and should, be noted immedi-
ately. Transitivity of preference and indifference imply that there will always
be a subset of alternatives that are “most preferred.” By nonperversity,
forced choice, and nonprobabilistic preference, the individual will choose
one of the most preferred alternatives. Thus, rationality, as we have defined
it, implies ““maximizing”’ behavior. We assume that individuals try to do the
best they can.??

We can call the group of options which are “‘top ranked”” the choice set.
If there is only one option in the choice set, then it will be the option chosen.
Since preference is transitive, the choice set is the set of elements that are
undominated by any other alternatives. That 1s, no alternative can be pre-
ferred to any alternative in the choice set. If there is more than one element
in the choice set, they must all be of equal rank (i.e. held in indifference).
In terms of our formulations, noting the set of all options as § and its choice
set as C(S), then if x is in C(S), not yPx for all y in §.

There is a technical consequence of this formulation of rational choice
which is used in subsequent arguments. Consider what choice (from )
looks like if it is made in a éinary (or pair-wise) fashion. That 1s, consider
what happens if, when trying to rank the options one picks them out for
comparison two-at-a-time. Then we will always have sets of options with two

22A number of very counterintuitive and nonobvious conclusions follow from this scem-
ingly innocuous statement. For example: There are all sorts of circumstances under which
individuals may rationally choose to remain uninformed. It may be rational to remain ignorant
in some political (or other) situations if the costs of becoming informed outweigh the potential
benefits. No rational individual ever gets “all” information or canvasses “all”” alternatives. A

voter who spent all of his tame reading the congressional record fully, interviewing party
leaders, watching all television news programs, reading all of the daily newspapers and maga-
zines in the country, andl in his spare e listening to the radio is not the “rational” ideal. Every
vational individual inakes some compromises between costs of information and added insight
yiclded, 'T'o that extent all maximizers “satisfice™ in THerbert Simon’s terminology. A fuller
discussion of this point is given by Richwd Zeckbanser in 2he Study of Poliey Formation, New
York: Free Press, TOO8, Rayniond A Baver and Kenneth | Gergen, eds., pp. 92-96.
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alternatives (call them [x,5]) and we can talk of C ([xy]) as including the
preferred element (if there is one) in the pair, or both elements (if neither
element is ranked above the other). Now if we consider the choice sets of
all possible pairs of alternatives in S, then we will have a set of two-way
comparisons. This set of two-way comparisons may be relatively big, but it
is all that is needed for the total ranking of all the alternatives in S. That
is, knowledge of the choice sets of all pairs can give us the complete prefer-
ence ordering. To see the intuitive plausibility of this argument, consider
some objects which are related in a transitive way: for example the whole
numbers 3, 4, 5, 6. Now their binary relationships can be listed as follows:

a.3=3,3<4,3<53<6;
b.4=14,4 <54 <6

c. 5=05,5 < 6;

d. 6 = 6.

These relations are (more than) enough information for our construction
of the transitive ordering of the integers 3, 4, 5, 6. Indeed, all we needed
to construct that ordering, given transitivity, were three binary relations:
3 <44 <5,5 < 6.But the point remains: to construct the entire order-
ing, all we needed was the set of binary orderings.

Upon learning that rationality implies individuals “do the best they
can,” it is all too easy to slip into the mistaken inference that all rational
behavior is good, or ethical. True enough, rationality, its concomitant log-
ical processes and efficiency in achieving goals, often is viewed as a good
thing. But let the reader beware: not all rational behavior is good! Some
species of rational behavior are anything but worthy of admiration and
approval. Adolph Eichmann, for example, valued the elimination of Jews.
He may have pursued this value efficiently (i.e. rationally). If so, he was
rational in maximizing his values. Yet we find his actions repugnant because
we disapprove of his values. The point is that rationality is defined as
maximizing relative to a given set of values. One does not approve of all rational
action precisely because one doesn’t approve of all values.

Values underlying the preferences and behavior of different individu-
als differ greatly. One set of values can lead a rational person to become a
rational ascetic, another set leads to a rational hedonist, or a rational maso-
chist, or a rational profit maximizer, and so on. But the theories in this
volume do not address which values will be acquired. Modern political
economy is centrally concerned with explicating and predicting the implica-
tions of given sets of values for rational individuals. Clearly why certain
values are acquired by an individual, and why others are not, is an important
question which will determine much of the substance of political analysis.
Several great political theorists of the past and a number of contemporary
psychologists devote much attention to this question.?® Although rationality
theorists do not try to explain where individual values come from, they do
make use of certain general patterns of values. Beginning with such gencral-

. "For example, the works of B. F. Skinner wre primarily addressing thia oblem. See
his Beyond Freedom and Dignity, New York; Knopt, 1071,

T
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izations as “self-interest,” they can describe the behavioral consequences of
rational choice.

So in the following chapters substantive assumptions about individu-
als’ preferences help generate many of the explanations. Obviously, these
statements about generally held values do not reflect our approval of the
values. Rather, we chose our premises to be statements which describe and
explain political behavior. For example, in Chaps. 3 and 4 we describe most
individuals as self-interested and in Chap. 5 we similarly describe politi-
cians. These premises allow the theorist to delineate the consequences of
rational action on the part of these individuals but do not signify approval.
As Saul Alinsky wrote:

The fact that we accept working in the world as it is does not in any sense
negate, dilute, or vitiate our desires to work toward changing it into the world
as we would like it to be.

There is a great difference between the world as it is and the world as we would
like it to be. One way to see this quickly is to turn on the television early any
evening and watch drama follow drama, in each of which love and virtue always
emerge triumphant. This world as we would like it to be continues until the
eleven o’clock newscast, when suddenly we are plunged into the world as it
is. Here, as you know, love and virtue are not always triumphant. In the world
as it is, man moves primarily because of self-interest. In the world as it is, the
right things are usually done for the wrong reasons, and vice versa.**

With this warning in mind, let us investigate the consequences of the
(sometimes nasty) values of individuals for politics. In doing so, we employ
the identified characteristics of human choice to open a broad vista of
political analysis.

V. FOR FURTHER READING

Readers interested in pursuing further questions associated with scientific
explanation and prediction may find that an interesting essay raising some
specifically controversial, but basic points is Karl Popper’s, “Three Views
Concerning Human Knowledge,” in Conjectures and Refutations, New York:
Harper & Row, 1968. A broader, yet equally engrossing and inquiring
introduction can be found in Lambert and Brittan’s An Introduction to the
Philosophy of Science, Englewood Cliffs: Prentice-Hall, 1970. Perhaps the most
rewarding introduction, and certainly the most controversial (and difficult),
can be had from Karl Popper, The Logic of Scientific Discovery, New York:
[Tarper and Row, 1965.

Various philosophical schools have been involved in attacking the
main pillars upon which the above arguments rest. The reader interested in
the beter erttiques of the above view of science should examine Israel
Schelller, The Anatomy of Inquiry, New York: Bobbs Merrill, 1968; Jurgen

*Revedle fm Raduad, New York: Random House, 1061, pp. 224225,
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Habermas, Theory and Practice, Boston: Beacon Press, 1973%; and W. V. O.
Quine, Word and Object, Cambridge: MIT, 1960.

For those unacquainted with the formal characteristics of logic, there
is a fine, almost self-teaching introduction by Robert Jeffrey Formal Logic: Its
Scope and Limits, N.Y.: McGraw-Hill, 1967. The relationship between logic
and mathematics is nicely put in a number of places, but perhaps the deepest
introduction to the subject is Ernest Nagel and James R. Newman, Godel’s
Proof, New York: NYU Press, 1958.

Preference as the underlying element to rationality has been an ac-
cepted axiom of microeconomics for more than 2/3 of a century. Certainly,
the chapters on consumer choice of any good text of microeconomics could
serve as an introduction to the notions and properties of preference and
choice. But both Sen, Collective Choice (cf. footnote 14) Chaps. 2 and 2* and
Kenneth Arrow, Social Choice and Individual Values, New Haven: Yale Univer-
sity Press, 1963, Chaps. 1 and 2 are illuminating discussions because they
are generalized beyond market choice and hence of particular interest to us.

An alternative formulation of rationality has been developed using the
notions of choice set (or maximal set). For illuminating discussions of this,
and the forced choice axiom, see Schwartz, “The Myth of the Maximum,”
(cf. footnote 14) and Arrow, ‘“‘Rational Choice Functions,” (cf. footnote 12).
Fora view of probabilistic preferences, see Duncan Luce and Howard Raiffa,
Games and Decisions (cf. footnote 13), appendix 1.

CHAPTER ONE

GROUP CHOICE

Our characterization of rational behavior has been straightforward. Indeed,
it is so simple and general, one might not expect it to yield politically
relevant predictions. Indeed, if politics were only the choices of single
individuals, the analysis would be direct. But, of course, the political-choice
situation faced by an individual is within a social context. One does not make
such decisions alone. Other people are involved and their preferences gen-
erally do not coincide. Moreover, the results of one’s choices depend upon
how other people make their choices. These two factors vastly complicate
the analysis of political decisions. The problems of aggregating many indi-
vidual preferences and interdependent choices into a group choice lie at the
heart of political analysis.

I. RELATING INDIVIDUAL PREFERENCES
TO SOCIAL CHOICES

In common usage, politics involves not only individuals but also groups.
Whether we talk about the United States’ intervention in Vietnam, the
French Revolution, or the signing of the Magna Carta, we are considering
choices by numerous individuals that were aggregated to yield a single
choice for one or more groups of individuals. If the assumption of individual
rational choice is to be of any value in explaining political processes and
outcomes, it must enable us to derive consequences about the actions of
groups. Thus, some link must be found connecting individual choice and
group choice.

Perhaps a group choice or preference consists of the mere sum of the
mdividual choices or preferences, Jean Jacques Rousscau spoke of the “gen-
cral will”™ in ancideal participatory democracy as such a “sum.” He claims
that il one Gikes the sunn ol particular wills .. (and) L. . take(s) away [rom
these sime willy the pluses and minuses that cancel one another ... the
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general will remains as the sum of the differences.”! David Truman spoke
about group interests as if they were simply the aggregation of the interests
of the constituent members.2 In these and innumerable other cases, the
conclusion is that the group choice can simply be identified by this common
or aggregate preference in a manner analogous with the assumptions used
for individuals. If groups have transitive preferences, then they can be
treated as individuals.

This approach to group choice has considerable intuitive appeal. If it
is adopted one can treat the group as a single entity, and talk about group
preferences and about group choices. But advantages accrue only if the
actions of a group conform to certain rules. If the group is to be treated as
a single entity, one requirement is that the group’s choices be related to its
preferences in a rational manner. But where rational behavior is a relatively
simple requirement of individual action, it is a considerably more complex
requirement for a group consisting of many individuals. The complexity
arises from the identifiable and logically specifiable link between the prefer-
ence and choice of each of the individuals and the preference and choice of
the group as a summation,

One of the most familiar ways of deriving group choices from the sum
of individual preferences is voting.® To see the difficulty in getting rational
group choice out of rational individual choices using a voting procedure
consider the following example of public preferences over American foreign
policy during the Vietnam War. In 1967, a public opinion poll on what
should be done by the United States in Vietnam was taken.* Among the
American public responding, the following preferences were voiced: 25
percent wanted a decrease in the level of U.S. involvement, 26 percent
wanted the level maintained, and 49 percent wanted the level of involve-
ment increased. For convenience let us refer to the individuals as Standpat-
ters, Doves, and Hawks, respectively. For the sake of this example, let us
hypothesize the second and third preferences of the individuals in these
groups. Suppose that all the Hawks feel that if the U.S. commitment is not
increased so that “victory” can be achieved, then it is better to reduce the
commitment than to drag on at the current level of involvement. Thus their
preference ranking is higher levels (symbolized by 4) are preferred to de-
creased levels (called d), and decreased levels are preferred to the status quo
(hereafter called s). (In Section IV we shall consider what difference it would
make if the Hawks had different preferences.) Suppose that all Standpatters
feel that if the status quo could not be maintained, they would prefer going
to higher levels of involvement to pulling out. Then for them s is preferred
to & and 4 is preferred to 4. Finally suppose that the Doves’ second choice

Jean Jacques Rousseau, The Social Contract and Discourse, Book II, Chap. III, New York:
Dutton, 1950, p. 26.
*David Truman, The Governmental Process, New York: Knopf, 1958.

30f course, this is not the only manner in which preferences can be aggregated. Another
method is through market mechanisms.

*Such polls are almost beyond counting, the one referved 1o here hus no particularly
distinguishing characteristic. See Milton Rosenberg, Siduey Verba, and Philip Couverse: iet-
nam and the Sitent Majority, New York: Farper and Row, 1070, p, L1
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is maintenance of the status quo, while their last choice is higher involve-
ment. Symbolically, they prefer 4 to s and s to 4. Then the distribution of
preferences can be represented as in Figure 1-1.

Now what if the national policy regarding Vietnam were to be decided
by a series of binary or two-way® referenda? Any ultimately victorious posi-
tion in these referenda would be adopted as the group, or social choice.
Which alternative would be chosen by the group? What would be the dy-
namics of the process by which the choice was made?

Arbitrarily, to analyze this situation, let us assume that the first vote
is between s and 4 (see Figure 1-1). In this contest a 51 percent majority
(all Standpatters and Doves) prefer s to 4. The policy preference of the
group is sPh. Now assume that in the second referendum, the vote is be-
tween the two policies /£ and d. A 75 percent majority of the group (Hawks
and Standpatters) prefer % to d. Thus the group preference is APd. There-
fore, since the group preference, as expressed by these two majority votes
is s over 4 and 4 over d, we would expect (and transivity of preferences
would require) that s is preferred over & by the group. Let us look at what
avote between s and d would yield. A glance at Figure 1-1 shows that Hawks
and Doves, a 74 percent majority, prefer d to s in contrast to our expecta-
tions. In other words, majority rule does not yield a transitive preference
ordering for the society. Since transitivity is an element of rationality, we
note that in this situation, majority rule does not yield a rational group decision, even
though all of the individuals choose rationally. This is a problem!

The magnitude of the problem cannot be underestimated. The failure
of majority rule to yield transitive preferences in this situation renders any determinate
policy choice in such a situation arbitrary. ® Were the group’s decision procedure
to involve political parties, an analogous difficulty could arise. Imagine that
the parties only disagree on their Vietnam policy. If one party chose to
espouse d while the other party chose s, the social decision would be d over
s. If one party had chosen s while the other had espoused 4, then s would
be the group’s choice. D over s and s over /4 would lead us to expect 4 over
h. But this is not the outcome of the contest between d and k. Therefore, any
policy could be adopted and claim majority support in a two-party race. Clearly, this
result is of substantive importance for any evaluation of political results in
a democracy. Indeed, such problems have been noted by political observers
for some time. This so-called voters’ paradox, or cyclical majority problem,
has been discussed by Condorcet, Borda, Dodgson, Black and Arrow since
the eighteenth century.”

*The assumption regarding binary decision processes is not essential to the analysis at
hand and will be dropped.

®For example, if the rule specifies that the losers in any contest are to be eliminated, the
winner will be determined by the order in which the motions are placed on the agenda.

"For an interesting, and yet sophisticated history of the research on the voters’ paradox,
see Duncan Black's The Theory of Commttees and Elections, Part 11, Cambridge: Cambridge Univer-
sity Press, 1958, More recent works include Kenneth Arrow, Social Choice and Individual Values,
nd ed. New York: Wiley, 1963, Amwrtya K. Sen, Collective Choice and Social 1Welfare, San
Francisco: Holden Day, 1970; David ). Mayston, 7he ldea of Social Choire, New York: St Martins,
1074; und Perer Fishbarn, The Themy of Social Choe Princeton: Princeton University Press,
1073,
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Figure 1-1 Cyclic group choice
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The conclusion must be that a majority voting procedure may, at
times, be inadquate as a means of generating nonarbitrary group choices
from individual preferences. This leads us to the following question: Are
there any democratic procedures for reaching group decisions which can
lead to transitive, and hence nonarbitrary, group choices? In general, can
we base group choice on the preferences of group members in a democratic
way and insure that the outcomes are not arbitrary?

il. AN IMPOSSIBILITY THEOREM REGARDING GROUP CHOICE

Kenneth J. Arrow (Nobel Prize, 1972) developed a remarkable proof of the
general impossibility of devising a democratic procedure for reaching a
group decision that insures transitive,® and yet nonarbitrary, group choices.
The proof of this impossibility is based on the general assumptions of
rational behavior of individuals, and on the specification of a set of five
reasonable criteria that might be expected of any democratic procedure
generating a group choice from individual preferences. It is assumed that
there are at least two individuals in the group and that the decision involves
a choice of one from among at least three alternatives. To appreciate the
impact of Arrow’s result, it is necessary to see what are the five “‘reasonable”
conditions assumed by Arrow.

Nonrestriction of Individual Preferences
The first characteristic that Arrow demands of a democratic decision proce-
dure? is that the procedure be able to translate any set of individual prefer-
ences into a determinate social choice.'® Such a procedure is analogous to
a computer program that translates any set of individual preferences into
a group preference. The group-decision procedure must yield a decision for
all possible combinations of preferences held by citizens. This may appear
to be a reasonable requirement, but some discussion of it is in order.

Some readers may object. After all, doesn’t any democratic system
require some degree of consensus among the populace if democracy is to
work? Thus they reason, that people in a society must share at least a

8That is, transitive preference and indifference.

®Arrow’s impossibility theorem is of more general concern than our argument suggests.
It deals with any procedure that conforms to his conditions—and hence any procedure which
links group preferences to the preferences held by the individuals who make up the group. The
restriction of the discussion here merely emphasizes the exceptionally strong link of his argu-
ment to the analysis of democratic politics. In Chap. 6, a further examination of his argument
will extend to the logic of logrolling coalitions and competitions among such coalitions.

°The reader who investigates our interpretation of Arrow’s conditions may be surprised
by some of the substantial differences between their statement in Chap. 3 of Kenneth Arrow,
op. cit. and in this chapter. Part of the problem is that there have been marginal corrections
1o the proof over the years. Thus, for example, J.H. Blau, “The Existence of Social Welfare
Functions,” Econometrica, Vol. 25, April 1957, pp. 302-13 pointed to difficulties that required
arcformulation of “nonvestvicion and “nonperversity.” These are discussed by Arrow in the
Last chapter of the second edition of his book (cf. pp. 96-108). But there are other difliculties
with his Tormulation wnd the enmning liveraane (especially with regard o the condition of
“independence ol irelevane altecrnntives™ wn i discassed in e 14,
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comnon way of looking at issues. And certainly, many observers of politics
heheve that the values, and perceptions of individuals within any society
have many characteristics in common, stemming from the processes, tradi-
tions, and cultural characteristics of the raising and education of children.
Such common ground could possibly mean that a democratic group proce-
dure would not have to face all logically possible combinations of individual
preference orderings. Rather, it could be, that the preferences held by
individuals share characteristics that make it easier to aggregate individual
preferences into a group choice. We will discuss some implications of limit-
ing allowable preferences below. For the moment, however, let us assume
that a reasonable democratic decision procedure has the property that it can
handle any set of individual preferences.

Another reasonable objection to Arrow’s first requirement would be
that a procedure need not result in an entire preference order for a group,
but rather need only lead to a choice for the group. That is, a procedure
need only specify a choice set from the alternatives considered. Indeed, if
we reduce our demands in this manner, Arrow’s theorem, as stated below,
can not be derived. However, now a different impossibility theorem is deriv-
able.!* Once again the theorem underscores the impossibility of rational
choice. So, at this time, we will accept the reasonableness of this condition,
noting that one reasonable change will not totally invalidate our results.

Nonperversity or Positive Association
A second characteristic that Arrow specifies for any social choice procedure
is that it not translate individual preferences into group choices in a perverse
fashion. That is, there must be a positive association between individual
values and social choices. Very roughly speaking, this requirement means
that the more the individuals value an alternative, the more likely (rather
than the less likely) it is to be identified as a social choice by the procedure.
Put more technically, if a social-decision procedure yields a group choice in
which alternative x is preferred to alternative y (xPy) for a set of individual
perferences, then the procedure would yield the same result if the prefer-
ences of one or more individuals were modified in x’s favor against y, and
no other changes in preferences occurred.

To see what this condition implies about social choices, let us re-
examine our Vietnam example as represented in Figure 1-1. Suppose an
acceptable social choice procedure were to yield a social choice of higher
levels of U.S. involvement as opposed to a maintenance of the status quo
in Vietnam under the preferences of the individuals. Then the condition of
positive association would require that the same procedure yield the same
choice of higher involvement over the status quo if the Doves were to
change their preferences between those two alternatives in favor of higher
involvement. Clearly, any decision procedure that did not yield this re-
sult would be perverse and unacceptable. It would “demote’ alternatives
as they became more popular. The condition is therefore reasonable and
desirable.

HSen, op. it po 5B, Theorem A*5 and his diseussion of the theorem on p. 50-b1.
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Independence of Irrelevant Alternatives?2

A third condition that Arrow requires of a social-choice procedure is the
so-called independence of irrelevant alternatives. A group’s choice of a particular
alternative from a set of alternatives should not depend upon alternatives
from which they are not to make a selection. Or, as Arrow put it:

[T]he choice made from any fixed environment § should be independent of
the very existence of alternatives outside of S ... if we consider two sets of
individual orderings such that, for each individual, his ordering of those partic-
ular alternatives in a given environment is the same each time, then we require
that the choice made by society from that environment be the same when
individual values are given by the first set of orderings as when given by the
[identical] second.'?

Given that we have also assumed transitivity of the social preference
ordering, one consequence of this condition can be immediately stated. If
we are faced with how the group is to order a pair of alternatives, it is
sufficient to know the rankings of this pair by each individual in the group.
It 1s instructive to see just why this is the case. The independence of irrele-
vant alternatives insures that the rules for group choice do not allow the
choice set of § (i.e. C(S)) to change if neither S, nor the individual prefer-
ences over §, change. In other words, independence of irrelevant alterna-
tives insures us that the group’s choice from a pair of alternatives only
depends upon the identification of the alternatives and the preferences
regarding those two alternatives. This implication can now be combined with
the conclusion mentioned on pages 11-12. The conjunction of forced
choice and transitivity insure that if we know the choice sets from all pairwise
comparisons of alternatives in §, we could construct the preference order-
ing over S. Hence, the preferences of the individuals over any two alterna-
tives determine the choice set of those alternatives (by independence) and
these choice sets are all that are needed to establish the social ranking of
these alternatives (by forced choice and transitivity).'* As Sen has put it:

'*We are deeply indebted to Jeff Richelson who pointed out an error in earlier drafts
of this volume regarding our formulations in this section. His patience and quality as a teacher
is hopefully reflected in what is clearly an improved discussion for all readers.

Y3Arrow, op. cit. 26-27.

**Usually readers dre not shown the need to use transitivity in conjunction with the
independence of irrelevant alternatives (ITA) in the derivation of this result. Thus, it has often
been falsely claimed that I1A alone leads to the “separability” of preferences. At times this has
led to confusion of otherwise clear-headed personages. So when Plott commented on Arrow’s
use of the example of rank-order voting not fulfilling 1A (cf. Arrow, p. 27), Plott was right.
But given that rank-order voting was a “social decision rule” and thus had to conform to
Axioms I & II in Arrow, (transitivity, connexity) Arrow was right in arguing that it did not
conform to ITA. In any case Plott’s paper [*“Rationality and Relevance in Social Choice The-
ory,” Sociul Science Working Paper, Number 5, California Institute of Technology, Pasadena,
August 1971]1ed to a number of other comments on other usages. So for example, see Steven

J. Braws, Paradoxes in Politics, Free Press, 1976, p. 35-36, who criticizes others for alternative

formulations of 11A which allow for the more direct observation of the result of “separability.”

I the argument here is correct, these definitions of 1A may be more stringent than needed,
but are not deliterious il we consider only social rules which guarantee transitive results. Of
course they are overstated restrictions on the conditions and henee also “undersell” Arrow

1esulis,



Group Choice 22

Nuppoae the choice is between x and y, and individual rankings of x and y
remain the e, but the rankings of x vis-a-vis another alternative z changes,
or the rankings of z vis-a-vis another alternative w alters. What is required is
that the social choice between x and y should remain the same.'®

An illustration of the contents of this condition can be seen within the
context of our example regarding U.S. policy in Vietnam. Suppose that a
social choice procedure were to yield a ranking of increased involvement
over the status quo when the contest involved only these two alternatives.
If everyone’s preferences stayed the same, independence of irrelevant alter-
natives implies that the existence of a third possibility (e.g. decreased in-
volvement), which was not even to be voted upon would not affect the
outcome of the vote.

On the surface, this condition appears quite reasonable. At a mini-
mun, it is difficult to construct a prima facia case against it. For the moment,
we will suspend discussion of this condition and accept it as a reasonable
requirement of a social choice procedure. But we will discuss some charac-
teristics of group-choice procedures that do not conform to this condition,
below. This discussion will, we think, further reinforce the reasonableness
and desirability of this condition in any democratic social choice procedure.

Citizens’ Sovereignty
A fourth condition required of a reasonable social-choice procedure is the
condition of citizens’ sovereignty, or nonimposition. Put simply, this condi-
tion stipulates that some pattern of preferences of the group members is
sufficient for the adoption of each alternative. In other words, each alterna-
tive is a logically possible choice for the group, and it is chosen if the
appropriate pattern of preferences prevails in the group.

Many groups do not have citizens’ sovereignty. For example, American
schools have student councils, but these councils cannot decide to change
the grading techniques no matter how they vote. But the lack of sovereignty
of student councils goes without saying and is in obvious juxtaposition with
the sovereignty of the citizenry as a whole. A lack of sovereignty would mean
that a social decision could be imposed upon the whole group without any
regard to the preferences of the individuals who made up the group. Such
a possibility clearly violates the spirit of democracy. So we insist, along
with Arrow, that for every pair of alternatives (x and y) there is some pos-
sible set of preferences of the group members that yields a group choice of
X over jy.

Nondictatorship
The final condition required of an acceptable democratic social-choice pro-
cedure is that it cannot allow any single individual to be a dictator. Put
another way, there cannot be any individual who can determine the groups’
rankings between every pair of alternatives regardless of the preferences of
others. No one can get his or her own way under all conceivable circum-
stances.

*Sen, op. it p. 37,
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Each of these conditions taken individually seems to embody a prop-
crty that would be considered desirable in a democratic constitution, or
group-choice procedure. In developing a procedure for reaching group
choices from individual preferences, it might appear reasonable to ask that
the procedure conform to these five criteria, and that it insure transitive
choices. It is Arrow’s remarkable result that it is impossible to find a decision
procedure that conforms to these five criteria and insures transitive group decisions. The
five conditions specified earlier are logically inconsistent with transitive
group choice. They cannot all be satisfied simultaneously! Put another way,
any group-decision procedure that conforms to the first three conditions and insures
transitivity of choice, leads to decisions that are either imposed or dictatorial.

lIl. OVERVIEW AND PROOF
OF ARROW'’S IMPOSSIBILITY THEOREM*

To appreciate the power and elegance of the argument, we will informally
sketch a proof of Arrow’s theorem. The proof consists of showing that if
a social choice procedure conforms to conditions 1-4, and yields transi-
tive results, then there must be a dictator! In other words, the proof will be
by contradiction. We will assume that we have a decision procedure that
satisfies the first four conditions and that insures transitive group choice. We
then need only examine the necessary logical characteristics of any such
procedure. Such examination leads to the conclusion that any such proce-
dure must violate the last condition. That s, if we assume the procedure
conforms to the first four conditions and transitivity, it follows that the
procedure must be dictatorial. We begin the proof by defining some terms
that will enable us to draw out some implications of the decision procedure’s
characteristics.

Note that given nonperversity and citizens’ sovereignty, when all the
individuals in the group unanimously prefer x to y, the society must prefer
x to y. In other words, the group, when unanimous, is always a “decisive
set.”’!® Indeed, this notion of a decisive set can be generalized. We define
a set of individuals, ¥, as decisive for alternative x against y (i.e. Dy (xy)),!”

*Although simplified, this section may still prove too technical for some readers. The
reader can proceed to section IV if he or she begins to bog down in the proof.

'¢To prove this, consider any two alternatives x and y and any set of individual prefer-
cnccs A* in which all individuals prefer x to y. If we can show that xPy for A*, we have shown
that the set of all individuals is decisive. From citizens’ sovereignty we know that there is some
set of individual preferences, call it 4, which yields a social choice xPy. Consider the following
sct of preferences A4' derived from 4. In each individual’s ranking of preferences in 4, move
x to the most preferred position; 4' is now like 4, except that in 4' each individual ranks x as
most preferred. But we know that for the set of preferences, 4, xPy. By the condition of positive
association, the social choice of xPy is preserved when x has been raised in everyone’s prefer-
ences. ‘Therefore, for A', xPy. Notice in the set of preferences 4’, all individuals prefer x to
y. Now A" can be modified by shilting the rankings of all alternatives other than x and y 10
achieve 4*. By transitivity plus independence of irrelevant alternatives, shifting the rankings
of altermatives other than x and y inmoving from A4' 1o 4* does not affect the social choice
between v aud y, Since for 4' &/Y, then for 4* x/%. Therefore, the social choice for the set
of vankings A% i &y and the wet of all individuals is decisive for ¥ against y,

"The notation lieve stemn o Sen, op ., pp. 12-43,

A i .
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i when all the sncividuals in 17 prefer x to y and all other individuals prefer
v to v, the social choice is x over 3. Remember that the group as a whole
in always a decisive set, 1.e. it’s decisive for any pair of alternatives, and
hience, there must be, for every pair of alternatives, some decisive set.
Furthermore, it is easy to see that if /' can get its way when everyone opposes
it, then, by nonperversity, it must be the case that J can always get its way
on the choice between that pair of alternatives for which it is decisive.

We can now prove Arrow’s theorem. First, we will show that the small-
est decisive set will consist of only one individual. Then we will demonstrate
that if one individual is decisive for some pair of alternatives, under a rule
conforming to the specified conditions, he must be decisive for every pair of
alternatives, and hence is a dictator.

To begin, let us consider the smallest decisive set. Define a minimal
decisive set as a set of individuals which is decisive for some x against some
y, and which contains no proper subset that is decisive for any alternative
against any other alternative. At least one such (nonempty) set must exist
for some pair of alternatives, since the set of all individuals is decisive for
any x against any y and the empty set (i.e. the set with no individual
members) is not decisive for any x against any y.'® Thus, some decisive set
must be a minimal decisive set. Given that the rules for social choice must
conform to the first four conditions specified above, what must be the size
of such a minimal decisive set? How many individuals does it take to be
“decisive” given Arrow’s conditions?

Let /' be a minimal decisive set for some pair of alternatives, @ and
b, which we can write as D;-(a,b). Let j be one individual in 7 and let W be
the set of all other individuals in 7.*® This makes ¥ a proper subset of V
and thus W cannot be decisive. V' could be composed of only one individual
J» which would require W to be empty. Let U be all individuals not in V.
Finally, let y be an alternative different from & and .

Assume the following preferences:

1. All individuals in » prefer a to 4. One person in V (called 7}, prefers 4 to
% as do all members of the group outside of V' (i.e. in U).
2. All individuals outside of V' (i.e. in U) also prefer & to a. Or:

v
f—/—'\
0] w U
more preferred a [no individuals necessarily b b
b in W, butif anyone isin and
less preferred y in W, they prefer g to b] y a

!8Note that this definition is not the same as has traditionally been used.
*In set theoretic terms: [l U W = 1 [ n W = é.
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Since V is assumed to be decisive for a against 4, and all individuals in V
are assumed to prefer a to b, the group’s decision must be aPb. Further-
more, all individuals in U, plus one (i.e j), prefer 4 to y. Thus, only individu-
als in W could prefer y to 4. Since V' was assumed to be a minimal decisive
set, W (a proper subset of ) cannot be decisive. Thus, regardless of
whether anyone is in W, and regardless of the preferences of any individuals
who may be in W, the social choice cannot be yPb. For if yPb for the group,
when all individuals outside of W prefer 4 to y, W would have to be decisive
for & against y, and 7 would not conform to the definition of a minimal
decisive set.

Thus, the group choice must be either 4Py or 4/y (indifference between
b and y). In either case, it can now be shown that the group must choose
a over y: aPy. For given aPb (because V is decisive) and not yPb (because
V is minimal decisive, and W is a proper subset of /), aPy. After all, if either
aPb and bPy, or aPb and bly then, by transitivity alone, aPy. Thus, without
further stipulation of preferences (for any possible members of W) it is clear
that aPy, even though ; and conceivably j alone, would support such a social
choice. In other words, j appears to be a decisive set for a versus y because
if he prefers a to y when all others are opposed, society’s preferences are
those of j. But what is this? Have we not merely shown that ; is a minimum
decisive set for a given a against any y given a stipulated set of preferences
(i.e. for all 7 not in W, bPy)? No. We can easily generalize the conclusion.
Remember: the rules by which social choices are made cannot violate inde-
pendence of irrelevant alternatives. Thus, it follows that if there is a set of
preferences such that when ; alone prefers a to y, (and all others prefer y
to a) so must society. Then the introduction of other preferences, over other
pairs of alternatives, must not affect the social choice between @ and y alone.
Indeed, this was the thrust of the argument made when independence of
irrelevant alternatives was introduced (see page 21). Thus, when /" is de-
fined as a minimal decisive set for a versus b, we see that it has to contain
another decisive set, /. But this violates the definition of minimal decisive
set (that no proper subset of minimal decisive set also be a decisive set)
unless V' = ;.

Thus, whenever 7 is a minimal decisive set for some pair of alterna-
tives (a,0), V = j and:

1. if D;(a,6) then D,(a,b) and we also showed,
2. if D;(a,b) then D;(ay).

So if the rule conforms to the first four conditions Arrow specified, the
minimal decisive set must be a single individual! How much power must that
individual have? We have already seen [in (2) above] that if the indivi-
dual is decisive for a specified pair (a,6) of alternatives, he is decisive for
one clement of that pair against all comers (a,y). But does ;j have still
morc power? We can now generalize our findings to show that j can con-
trol the social choice for any pair of alternatives: Dj(x,y), and hence j is a
dictator.
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We o thin by showing that j is decisive for any x against any j,
diftereit hom o, and then that ; is decisive for any x against a. To show that
} 4a dledinive for any x against any y, different from a4, consider the following

st of preferences:®°

j U
more preferred: X y
a X
less preferred: y a

Since all prefer x to a, xPa. We already know ; is decisive for a against
y:hence aPy. Thus, xPa and aPy, which, by transitivity requires that xPy. But
only j prefers x to y. Therefore, ; is decisive for x against y, where y = a.

We now show that ; is decisive for x against a. Since ; is decisive for
x against any y # a, we will have shown that j is decisive for any x against
any other alternative. To do this consider the following set of preferences.

j U
more preferred: X y
y a
less preferred: a X

Since j is decisive for x against y, xPy. Since all individuals prefer y to g,
yPa. Therefore, transitivity yields xPa. But since j is the only individual who
prefers x to g, j must be decisive for x against a. Thus, the set consisting
of j must be decisive for any x against any y. Put in common language, j gets
his way in all cases for any x against any y in which all others in the group
oppose his preferences. This being true, the conditions of positive associa-
tion and of independence of irrelevant alternatives indicates that j always gets
his way. If others were to change their preference rankings of x against yin
»s favor or to change their rankings of other alternatives, the result xPy
would stand. Thus j 15 a dictator in all cases. Or, when V designates a minimal
decisive set:

3. If Dy{a.b) then (V = j) then Dj(a,6) then Dj(a,y) and then D;(x,y).

#°At this point the reader may wish to protest: “You can't alter the preferences for this
would change the situation. Wasn't the proof that j was decisive contingent upon the set of
preferences postulated?”” Not quite, for recall that the assumptions of independence of irrele-
vant alternatives and transitivity imply that if the preferences of « relative to y are not changed,
then the outcome cannot change. Hence, the relevant question is: “Have we changed the
preferences of j or the members of I/ with respect to the pair ¢,y?"” The answer is no, and henee

must still be decisive for the pair a.y.
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But remember we assumed the first four conditions of Arrow, plus
transitivity, and then showed that these assumptions implied that there
cxisted ‘“‘minimal decisive sets.” Further, we showed that such a set, which
given the conditions must exist, must contain only one individual. From
there, we proceeded to show that the single individual who makes up the
minimum decisive set could get his (or her) way on all issues, regardless of
the preferences of others. This individual is a dictator. But the fifth condi-
tion is that there is no dictator. To satisfy the first four conditions, plus
transitivity, there must be a dictator and thus, the five conditions plus
transitivity are inconsistent. /¢ is logically impossible for there to be a social-choice
procedure that satisfies all the conditions.

Sometimes the logical steps of a proof do not serve to indicate in an
intuitively understandable manner “‘why”’ the outcome has been reached.
‘That is, if the conclusions follow deductively, they are (in some sense)
contained in the premises. The “alert reader’” may feel that he or she should
not be “surprised” when the conclusion is reached. For this reason it is
worth considering why the outcome should rof be ‘“‘surprising,” given the
premises. Much of the argument comes from the juxtaposition of transitivity
with the requirement for independence of irrelevant alternatives. Thus,
Arrow’s transitivity requirement allows us to derive, from xPy and yP%, that
xPz. In this derivation, y plays an important (and not independent) function.
However, independence of irrelevant alternatives must allow us to assert
that if xPz, it must be true regardless of how people feel about y. Obviously
transitivity and independence are potentially at odds, given carefully con-
structed situations. And it is precisely the tension between these two
normatively desirable characteristics of decision rules that Arrow uses to
advantage in his proof.

IV. GROUP CHOICE PROCEDURES RE-EXAMINED

'The implications of this impossibility theorem are wide ranging. It is difficult
to overstate the theory’s importance in the evaluation of democracy. If the
five conditions reflect the norms that underlie democratic government, then
we must face the conclusion that transitivity is sacrificed in democratic
governments and examine the implications of that sacrifice. Giving up tran-
sitivity leads either to endless cycling and indecision, or to arbitrary choices.
Since even democratic governments must make choices, the results must be
arbitrary.

The possibility of intransitive social choices means that the order in
which issues are put to a vote determines which alternative will be adopted.
In any cyclical majority situation (where losers are eliminated), any alterna-
tive can get a majority if put to a vote at the appropriate time. Thus, control
of the agenda in a cyclical majority situation is tantamount to dictatorial
power.

Thus, in an evaluation of a democratic system, we may well focus our
attention on the control of agendas, and on whether there are any groups
wilh a monopoly of such control. Are all the agendas controlled in the same
nanner by (ﬁc same groups? What difference does this make? Such ques-
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tions will be raised again when we look at the coalition formation process.
But now they contradict the everyday homily that democratc decisions
represent the will of the people. The relevant questions raised by democracy
may not be who votes, but who decides on how the voting is to take place.

On the other hand, the criticism may be too harsh. After all, we may
agree with some of the more obvious requirements of Arrow, but perhaps
some of the conditions are unnecessary. Nondictatorship, nonimposition,
and nonperversity seem beyond question. But what of unrestricted prefer-
ences and independence of irrelevant alternatives?

Restricting Preferences
It may be that the preferences of individuals may be restricted without doing
violence to the ethical claims of democracy. Certainly, not requiring the first
condition would increase the chances of avoiding the paradoxical and un-
palatable conclusions of Arrow. Let us examine some sorts of restrictions
on preferences and follow some of the implications of these restrictions on
the possibility for democracy.

Consider again the cyclical majority situation regarding a choice of
policies vis-a-vis Vietnam. The cycle in that case stemmed from a particular
pattern of individual preferences. The preferences for Doves (in descending
order) were d, s, k; for Standpatters s, %, 4; and for Hawks %, d, s. If the
individuals in question shared a particular way of evaluating the underlying
issue involved in their ranking of alternatives, it can be shown that the stated
set of preferences could not emerge, and a cyclical majority situation would
not be possible. For example, let the individuals agree that the three alterna-
tives can be placed along a line representing “‘degree of involvement.”
Further let each individual be able to identify his first preference as a point
on that line. (Figure 1-2 represents one such continuum.) If each individual
prefers points closer to his preferred points over points further away, then
individuals may be said to have single peaked preferences.*' For most people,
an everyday example of a single peaked preference is the amount of sugar
in coffee. Thus, each individual has a personal “ideal” amount of sugar in
a cup of coftee. The more the actual amount departs from the ideal, presum-
ably, the worse the coffee tastes. If the preferences are restricted in this
fashion, the possibility of cyclical majorities disappears. In this particular
example, the restriction of possible preference orderings results in a switch
of the second and third preferences of the Hawks from dPs to sPd. The result
as indicated in Figure 1-2 is an unequivocal victory for the status quo policy.

If we had reason to believe that in a given society single peaked prefer-
ences on each issue were the rule, then we might hope that the social choice

21This is, in fact, a somewhat more restrictive definition of single peaked preferences
than is necessary. For a full discussion of voting, when preferences are single peaked, see Black,
op. cit., Part I. Also see William H. Riker and Peter C. Ordeshook, An Introduction to Positive
Political Theory, Englewood Cliffs, N.J.: Prentice-Hall, 1973, pp. 100-109; or R. Duncan Luce
and Howard Raiffa, Games and Decisions: Introduction and Critical Survey, New York: Wiley, 1957,
pp. 353-357. The best analysis of the precise conditions required 10 remove cyilen can be
found in Sen, ap. cit., pp. 166-171 aud Chap. 10*. For a (uller discumnion an the wanue of the
single-peakedness assumptions, see Chap. 6 of thiy volume,
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Figure 1-2 Social choice with common evaluative basis of the issue

identified as the voter’s paradox might never occur. Unfortunately, unless
all issues are decided one at a time and are never aggregated into a program,
the possibility of a cyclical majority problem exists even if preferences are
single peaked on each issue.?* In any society, the conditions necessary for
all citizens to have single peaked preferences on each issue are likely to be
restrictive indeed. Such a society is likely to be rare. Moreover, there is likely
to be a degree of arbitrariness in the determination of which preference
orderings are to be ruled out if Arrow’s first condition is violated. Who
determines what preference orderings are to be ruled out? How are they
ruled out? Sacrificing Arrow’s first condition raises many additional ques-
tions about the arbitrariness of social decisions and does not, in general,
resolve the cyclical majority problem in any case.

B see hlow combining issues can change things, see Chapter 7 on coalitions. Also the

more mathematically inclined readet may wish to examine Tullock, Toward a Mathematics of
Polities, Ann Arbor: University of Michigan Press, 1968, Chapters 3 and 4, Duncan Black and
R.A. Newing, Commitier Dertomy wnth Complementiny Valuations, London: Hodge, 1951, and
Joweph B, Kadane, " On Division ol the Question Pubhe Choee, Vol XEHL Fall 1972, pp. A7=55.
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Allowing Independent Alternatives to be Relevant

Another possible alteration of Arrow’s result might be obtained if one chose
to abandon the condition of the independence of irrelevant alternatives.
However, this sacrifice, too, introduces a new element of arbitrariness into
social decisions. :

Consider the election of a leader in a simple plurality system. Each
voter has one vote, and whichever candidate receives the most votes wins.
Now what happens in a three way race for the leadership in which the
individuals are assumed to vote for their preferred candidate:

a. 35 percent prefer the incumbent leader, i, to the other two contestants.

b. 40 percent prefer the main opponent, m.

¢. 25 percent prefer the secondary opponent, s. Their second choice is the
incumbent, and their last choice is the main opponent.

If a vote were held, the social choice would be the election of the main
opponent. He would get a plurality (40 percent to 35 percent to 25 percent).
In other words, m would beat i. But suppose an assassination attempt were
to cripple the secondary opponent and remove him from the contest prior
to the vote. Then, if a vote were held, the ordering of m and i would not
be the same. The winner would not be the main opponent but the incum-
bent. The incumbent would get the votes of his supporters and of those who
previously voted for the secondary opponent. Thus, the removal of one
candidate can affect the social ordering of two others. The result would be
1Pm, not mPi. This decision procedure, therefore, violates one of the conse-
quences of independence of irrelevant alternatives plus transitivity,??

In other words, getting rid of the requirement that the social-decision
rule obey independence of irrelevant alternatives can allow the ranking of
two alternatives to be affected by the ranking of other alternatives. But this
indicates how the abandonment of the independence of irrelevant alterna-
tives introduces another element of arbitrariness into the decision proce-
dure. For if C([xy]) is not determined solely by the preferences of the
individuals over [x,5], then the strategic introduction of other alternatives
can be used to thwart the original choice. Thus, the possibility of running
“stalking horses” to “divide and conquer” and wreak havoc among one’s
opponents becomes the standard way for the democratic decision to be
manipulated. In other words, when independence isn’t required, the alter-
native can be manipulated by the strategic introduction or removal of alter-
natives for consideration in the contest. Control of which alternatives are to
be considered under such a procedure can result in control of which alterna-
tive is chosen. Relaxation of the condition that social choices be indepen-
dent of irrelevant alternatives leads to but another form of arbitrariness.

Any further attempts to avoid the arbitrariness of social decisions
implied by Arrow’s theorem would require a rejection of one of the three

*3See, once again, pp. 21-22 of this chapter. Onc shouldn’t be surprised that such a

“common” rule as plurality violates one of the conditions; every rule must violite at least one
of them according to the proof.
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remaining conditions. But these are so fundamental that their rejections are
tantamount to the abandonment of a basic democratic ideal. Any decision
procedure that perversely relates individual preferences to social choices, or
1s imposed, or is dictatorial, is not acceptable. We must be prepared to face
up to the conclusions of Arrow’s demonstration. ' '

Architects of the good democracy, beware. There is more than a little
of the arbitrary in any political process. Voting rules, no matter how faith-
fully executed and enforced, by themselves cannot lead to intuitively justifi-
able decisions. Problems regarding agenda, strategy, and leadership clearly
loom large in the process. o ' ' '

Our simple definition of individual rational choice and the conclusion
that political situations require group choices has led us to a paradox. We
have seen the impossibility of constructing reasonable democratic proce-
dures for reaching group choices from individual preferences. But, of
course, group choices lie at the heart of political activity. If we are to explain
political behavior we must go beyond Arrow’s iriteresting, but still negative,
result. o N

To see what else can be said about group activities in politics, we turn
our attention to group actions in the absence of explicit rules for generating
group choices. The assumption of individual rationality in those cases will
lead to further counter-intuitive and politically relevant results.

V. FOR FURTHER READING

Various alternative elementary presentations of Arrow’s theorem are aval}-
able. But the serious student is well advised to begin by going to Arrow’s
Social Choice and Individual Values (cf. footnote 7), as many of thc? chapt§rs
contain discursive and well rounded discussions of the major points which
have later been subject to scrutiny. For a clear presentation of the proof,
with a different pedagogical emphasis, see Chapter 14, Howard Luce and
Duncan Raiffa, Games and Decisions (cf. footnote 20). A.K. Sen, Collective Choice
and Social Welfare (cf. footnote 7) also presents Arrow’s results but goes far
beyond to deal with related important topics. His presentation is aimed
(successfully) at both mathematically sophisticated and unsophisticated stu-
dents. Jeffrey Richelson presents a clear overview and analysis of the alter-
native restrictions which can be placed on social choice functions in
“Conditions on Social Choice Functions,” Public Choice, XXVII (Wmier,
1976). On the other hand, only for the mathematically adept are the ex-
tremely technical presentations of important extensions of Arrow’s work in
Peter Fishburn, The Theory of Social Choice (cf. footnote 7). o

On single peaked preferences, the seminal work is Duncan Black’s 7he
Theory of Commuttee and Elections (cf. footnote 20) and Black and Newing,
Committee Decisions with Complementary Valuation (cf. footnote 21). Finally, an
cxcellent review of the implications of these arguments for democratic the-
ory (and one that presupposes no mathematical abilities) is Charles R Plotw,
“Axiomatic Social Choice Theory: An Overview and Interpretation,” Ameri-
can fournal of Political Seience, XX, August 1976, No. 3, pp. 511-96.
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