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                                          CHAPTER VI 
 
 
 
 
 
                                       SOCIAL CHOICE 
 
 
 
1. Introduction 
 
Social choice theory can be used for two distinct purposes: it 
can be used to evaluate social states or it can be used for 
collective decision-making.103 The most common kind of 
recommendations that social choice theory formulates, takes 
the form: ‘the government should do Ø’. Call the current 
existing state x and call the state that could exist, when the 
government would do Ø, z. The government ‘should do Ø’ 
means that state z is preferred over state x. This kind of 
statement is a social welfare statement about the relative 
goodness of different end states. The statement that z is 
preferred (zPx) is formulated as an ordering of state x and 

                                                
103 A social state is to be considered as a complete description of society at 
an instant of time. 
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state z.  ‘P’ is a social welfare ordering. Social welfare 
statements are orderings of end states and have the same 
logical structure as preference statements (except for the 
aggregation problem). In the case of a social welfare 
statement, the analogue of a utility function is a social welfare 
function.  
  I discuss two kinds of social welfare orderings: one that is 
based on the actual preferences of the individuals that 
constitute the collectivity and is used for collective decision-
making processes, it is called: the Paretian welfare function. 
The second is based on the moral preferences of the 
collectivity and is used to evaluate social states, it is called: 
the utilitarian welfare function.104 Both welfare functions 
require that individual preferences -and individual 
orderings- be aggregated. In the case of the Paretian welfare 
function this is done by some collective decision mechanism 
as a voting system. In the case of the utilitarian welfare 
function it is convenient to introduce the fiction of an 
impartial outsider (an ethical observer). 105 
  Before describing the utilitarian welfare function, I present 
some general aspects of utilitarian ethics in order to provide 
some background information that might explain some 
dilemma’s concerning the application of this function for 
practical purposes. Thereafter, I present the Paretian welfare 
function, which is followed by a discussion concerning the 
question whether respect for individual rights is compatible 
with the Pareto principle. I conclude this chapter with some 
remarks as to the future of social choice theory.   
  But preceding this, I give a short overview of the 
development of the 'economics of welfare' to social choice 
theory. This introduction is useful for several reasons. First, it 
shows that the ordinalist' revolution that I described in 

                                                
104 I dispute the existence of moral preferences in chapter XVIII. I prefer 
to talk about preferences that are constraint by moral norms. 
105 This is a prelude to the discussion of Harsanyi’s social welfare 
function, his ethical theory of rational choice, which I shall discuss 
extensively in part IV, together with some alternative approaches. 
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section 3 of chapter I has also had a great impact on social 
choice theory. Second, the introduction will reveal that this 
development is strongly influenced by changes in the subject 
of economics (Robbins) and in the concept of utility (Pareto). 
Third, it makes clear that social choice theory is not about the 
welfare state, as some might think, but is essentially a theory 
about allocation.  
 
2. From welfare economics to social choice 
 
The old welfare school (Marshall, Cannan and Pigou) 
confined itself to the material welfare of the community 
(nation). It was a continuation of the classical theory of 
production and distribution and we can say that the 
"Economics of Welfare" (as Pigou coined it) was the 'Wealth 
of Nations' in a new guise.  
  The flow of wealth is production and one of the old issues 
was how the heterogeneous mass of products could be 
reduced to a common 'stuff' in order to aggregate them to the 
national product (GNP). An important answer was given by 
Bentham who thought that the welfare of society was 
constituted by the 'happiness of society', which was 
equivalent to the sum-total of the happiness (utility) of all 
individuals in society. The guiding principle of the right 
action, therefore, was the "greatest happiness for all". This 
principle was still based on utility as indicating a quality that 
goods possessed, which explained the satisfaction that people 
derived from the consumption of those goods. Utility was an 
unobservable concept, but was regarded to present some 
objective quality. Following Jevons, Pigou used utility theory 
as the theory of value to measure the national product. 
Together with the abandonment of Ricardo's labor (costs) 
theory of value, the orientation on production and 
distribution was substituted for an orientation on exchange.  
  Since the old welfare theory was focused on economic or 
material welfare and made distinctions between needs and 
luxuries, there were voices who argued that this distinction 
offered an argument for some redistribution since it was 
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assumed that the fulfillment of needs carried with it a higher 
marginal utility than the fulfillment of luxuries. This school of 
thought was also concerned with improving the economic 
conditions of the poor by pointing to the inadequacy of diets, 
the frequency of illness, mortality rates and so on.  
  The critique of the material welfare school started with the 
famous essay of Robbins. Robbins put scarcity not welfare on 
the foreground and expanded the list of goods that are the 
concern of economists, from material to immaterial goods. 
The logical positivists argued that science should be 
demarcated from non-science according to whether or not the 
propositions in question predict observable events. All 
subjective and mentalistic concepts were unobservable and 
therefore to be discarded. The interpersonal comparison of 
utility was rejected, but this was done by first abolishing the 
old concept of utility, which referred to the usefulness of 
material goods, and replacing it by an subjective concept in 
which utility was related to preferences (utility as 
ophelimity). "Robbins assembled the elements of a new 
conceptual framework by joining together the scarcity 
definition of economics, the positivist conception of method 
and the ordinalist' view of utility". (Cooter and Rapoport, 
1984, 523) 
  From the 1940s onwards, the so-called "new welfare 
economics" emerged which abandoned interpersonal 
comparisons of utility and used only one basic criterion of 
social improvement, viz. the "Pareto comparison". Within this 
restriction Hicks and Kaldor formulated the policy of 
'Potential Pareto Improvements'. The new welfare economics 
also formulated The First and the Second Fundamental 
Theorem of Welfare Economics. The first theorem establishes 
that a competitive equilibrium is for the common good. In 
modern economic language it is said that a competitive 
equilibrium is Pareto optimal. The second theorem states that 
every Pareto optimum can be obtained as a competitive 
general equilibrium given some initial distribution of 
endowments to economic agents. (see also chapter VII) 
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The motivating issue that inspired the new welfare theory is: 
how can we arrive at cogent aggregative judgments about 
society given the diversity of preferences, concerns, and 
needs of the different individuals within society? Arrow went 
on to consider a set of very mild-looking conditions for 
aggregating individual preferences. His impossibility 
theorem demonstrated that it is impossible to satisfy these 
conditions simultaneously. His theorem laid bare the logical 
impossibility of a well-behaved Paretian social welfare 
function. The only escape would consist in letting 
interpersonal comparisons of utility (be it utilitarian or of 
some other kind) enter the social welfare function. Arrow 
formulated social choice in its modern form and provided a 
general approach to the evaluation of, and choice over, 
alternative social possibilities. From 1950 onward it was 
Arrow's social choice theory that set the stage. 
  The utilitarian welfare function was not bothered by the 
problems of social choice theory, because it was not meant for 
decision-making but for evaluating social states and, 
therefore, was not based on actual preferences. I proceed with 
discussing the utilitarian welfare function after I have 
discussed some general aspects of utilitarian ethics.  
 
3. Some aspects of utilitarian ethics. 
 
In setting up a system of normative ethics an ethical doctrine 
must appeal to some ultimate attitude. The sentiment to 
which utilitarianism appeal is generalized benevolence. This 
expresses the notion that an agent counts himself neither 
more nor less than any other person. As benevolent people, 
utilitarians want as many people as possible, now and in the 
future, to be as happy as possible, or to enjoy as much utility 
as possible. To that end the preferences of each individual 
should count equally.  
  Sen desribes utilitarianism as a moral theory that is a 
combination of three elementary requirements: a) 
consequentialism, requiring that every choice, whether of 
actions or of rules, be ultimately determined by the goodness 
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of the consequent state of affairs; b) welfarism, requiring that 
the goodness of a state of affairs be a function only of the 
utility information regarding that state; c) sum-ranking, 
requiring that any state be assessed by looking only at the 
sum-total of all the utilities in that state. (Sen, 1987, 39).  
  Utilitarianism as a philosophical doctrine is an exam ple of a 
teleological theory in which the consequences of actions are 
appraised in terms of one overriding goal only: it starts with 
an independent definition of the good and then defines the 
right as maximizing the good. "Welfarism and sum-ranking 
taken together imply that all ethically relevant values are 
commensurable, that all values share a common yardstick 
[utility, welfare or satisfaction]". (Hamlin, 1986, 68) 
  It is argued that the only rational public morality would be 
the one in which the rightness or the wrongness of policies 
are judged by its relation to the maximization of average 
(social) utility. "[T]he basic assumption of utilitarianism [is] 
that morality must be explicated in terms of the concept of 
social utility [..]." (Harsanyi, 1985, 53) An act is right because 
the state of affairs it brings about is better than any other state 
of affairs. If an agent does the right thing, he chooses the best 
of the alternatives available to him. A consequence of the 
focus on the aggregate level of social welfare is that, in spite 
of the principle that all preferences have equal weight; 
substitution is to be permitted when it contributes to the 
greatest happiness for all.  
  Consider the case in which X can prevent the killing of many 
people by executing an innocent man. From a strict utilitarian 
point of view he has to sacrifice the innocent man. Of course 
one can raise all kinds of moral objections against this 
decision, but as Smart sighs: 'one may not be happy with the 
conclusion a utilitarian must draw, but one neither can be 
happy with the anti-utilitarian conclusion'. (Smart and 
Williams, 1973, 71) 
  With the above example in mind, some think we should 
replace act-utilitarianism by rule-utilitarianism. "Act-
utilitarianism is the view that the rightness or wrongness of 
an action is to be judged by the consequences (...) of the action 
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itself. Rule-utilitarianism is the view that the rightness or 
wrongness of an action is to be judged by the goodness or 
badness of the consequences of a rule that everyone should 
apply in like circumstances." (Smart and Williams, 1973, 9) 
For instance an act-utilitarian will always ask the question: 
will breaking a promise increase or decrease utility. A rule-
utilitarian will consider the consequences of a general 
practice of repeated promise breaking.

106

 One way of looking 
at rule-utilitarianism is to regard it as an attempt to identify 
the moral code an ideal Moral Legislator would chose for 
society.  (Harsanyi, 1985, 46)  

 
4. The utilitarian welfare function 
 
Harsanyi ascribes to individuals two different sets of 
preferences. Personal (or subjective) preferences which guide 
his everyday behavior and which are expressed in his utility 
function Ui. They need not be completely selfish, but they 
will assign higher weights to their own interests and those of 
their family and friends than to those of complete strangers. 
On the other hand, each individual will also have moral (or 
ethical) preferences that guide his thinking in those moments 
that force a special impersonal and impartial attitude upon 
him. His moral preferences will by definition always assign 
the same weight to all individuals' interests. They will be 
expressed by his social welfare function Wi. Thus, in 
Harsanyi's terms, utility is the measure of personal 
preference; welfare is the measure of moral preferences. 
Typically, different individuals will have different utility 
functions (Ui), but Harsanyi assumes that they tend to have 

                                                
106 Rawls anticipated, in a sense, the distinction between act- and rule- 
utilitarianism by showing the importance of the distinction between 
justifying a practice and justifying a particular action falling under it. 
Utilitarian considerations should be understood as applying to practices 
in the first instance. A practice is defined by rules. Those engaged in a 
practice recognize the rules as defining it. Only in the case of non-
institutionalized rules are persons entitled to question whether or not it is 
proper to follow it in a particular case (Rawls, 1955) 
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identical social welfare functions (Wi).  
  To derive the moral preferences from the personal 
preferences one must make a distinction between rational 
and irrational preferences. Therefore Harsanyi distinguishes 
a person's manifest preferences from his true preferences. A 
person's true preferences "are the preferences he would have 
if he had all the relevant information, always reasoned with 
the greatest possible care, and were in a state most conducive 
to rational choice." (Harsanyi, 1982, 55) ' Social utility' must 
be defined in terms of a person ’s true preferences. But some 
true preferences must be excluded, namely, anti-social 
preferences, such as sadism, envy, resentment, and malice. 
Consequently, a person's considered, true preferences are 
his/her rational, social, personal preferences. 
  Now consider the task of evaluating social states. What 
criterion should be used? Harsanyi used the construction of 
an original position to derive the utilitarian rule when 
evaluating social states. In the original position persons have 
to decide from behind a veil of ignorance about the rule(s) 
that would be most right for actually living persons. To 
secure impartiality the people in the original position may 
have knowledge of the entire history of the world, provided 
that each of them does not know which individual they turn 
out to be, but rather had an equal chance of being any of 
these individuals. Neither do they know which social state is 
feasible. (Harsanyi, 1953) An impersonal choice of this kind 
can, from Harsanyi's point of view, be regarded as both a 
moral choice and as a choice involving uncertainty. 
Technically, the choice presents itself as a choice between 
uncertain prospects. This implies that the preferences of the 
people in the original position must satisfy the axioms of 
expected utility theory. 
  When both individual and social preferences satisfy the 
axioms of expected utility theory, then it is possible to 
represent each individual’s preference relation Ui by a vNM 
utility function Vi, and it is possible to represent the social 
preference relation W by a vNM utility function V. Given 
Pareto Indifference the social utility function must be a 
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weighted combination of the individual utility functions: 
 
                            V(p) = n   aiVi(p) + b 
                                         i=1   
 
This is Harsanyi ‘s Aggregation Theorem that is based on 
three postulates: a) the personal preferences of i can be 
represented by a vNM utility function; b) the moral 
preferences of i can be represented by a vNM utility function 
and c) if i’s welfare is greater in social state x than in social 
state y and if all other individuals are personally indifferent 
between the two social states, then social welfare is greater in 
social state x than in social state y. This Pareto condition 
provides the link between the individual utility functions and 
the social welfare function of i. The three postulates together 
imply that i's social welfare function will be a linear 
combination of individual utilities. 
  Although the social preference need not be identified with 
any particular individual, Harsanyi prefers to interpret W as 
being the ethical preferences of an impartial observer. Ob-
viously, he would choose the situation providing a higher 
average utility level to the individual members of society. 
"Hence, our model leads to the conclusion that stating a 
moral preference (....) is equivalent to expressing a preference 
based on the arithmetic mean of all individual utility func-
tions as one's social welfare function." (Harsanyi, 1975b, 314)  
Maximizing this function is equivalent to maximizing social 
(or average) utility. This is consistent with utilitarianism " 
given the elevation of desires to ethical status (welfarism) and 
the equal treatment of individuals (sum-ranking)." (see 
Hamlin, 1986, 64).  
  Thus the rule that Harsanyi proposes for selecting the best 
social state is to select the social state in which average utility 
is maximized. This criterion seems reasonable enough, but it 
has three implications that make it vulnerable to criticism. 
The first is that the same average utility is compatible with 
both a great and a small dispersion of utility. The second 
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criticism is that the criterion to evaluate social states is 
exclusively based on the extent in which individual 
preferences are fulfilled, leaving non-utility information out 
of account.107 The third is that there is doubt whether there is 
any relation between vNM utility functions and well-being. 
 
5. The Paretian welfare function108 
 
I start with reminding the reader of the 'ordinalist' revolution, 
which abandoned the material welfare theory. This rejection 
of the traditional welfare theory had important consequences 
for legitimating of public policy. Objections against the inter-
personal comparisons of utility, gave rise to the dominance of 
the Pareto principle in politics.

109 The Pareto principle 
requires that public policy should be neutral, that is to say, it 
should influence individual choice behavior as little as 
possible. The government can only aspire to create a Pareto-
optimal allocation. Such an allocation is achieved when a re-
allocation is impossible without worsening the situation for at 
least one person. The Pareto principle, strictly applied, makes 
policies almost impracticable. Therefore, a (notional) 
compensation rule (the Hicks-Kaldor rule) was introduced. 
Those who benefited from government policies should 
(potentially) be able to compensate those who suffered from 
these same policies. In terms of the Pareto-principle one could 
speak of a potential Pareto improvement.

110

  In principle there 

                                                
108 The Paretian social welfare function became known as the Bergson-
Samuelson welfare function 
109 The Paretion approach to policy is based on three liberal-
individualistic propositions: a) each individual is the best judge of her 
welfare; b) social welfare depends solely on the welfare of the individuals 
in society; c) if one person’s welfare is greater in state x than in state y, 
and if all other person’s welfare is as good in x as in y, then social welfare 
is greater in x than in y. 
110 A consideration for taxing people is to subsidize a merit good like 
education. A merit good is a good whose worth is more than it 
contributes to the utility of the education-consuming individuals taken 
separately. This is one of the reasons why social well-being is not the 
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can be an infinite number of Pareto-optimum states, each of 
which is defined by the impossibility of selecting an 
alternative state which is higher on one man’s order and 
lower on no one’s. In order to dispose over a better 
instrument to ground policy decisions, attempts were 
undertaken to formulate a social welfare function. By stating 
the problem as one of deriving a 'social preference' from a set 
of individual preferences, progress seemed to be made to 
establish a social welfare (or social choice) function. The 
informational basis of this function is restricted to data that 
can give some indication concerning the extent to which 
personal preferences will be satisfied. This restriction had a 
serious rationale namely, the idea of anti-paternalism; each 
person might expect that collective decisions would not 
interfere with her own preferences. But it also has important 
drawbacks: the informational basis is narrow.  
  The main problem is: how should one derive a social or 
collective preference? The problems of deriving a social 
welfare function were already indicated in the early fifties, 
when Arrow formulated his Impossibility Theorem. This 
theorem is about the impossibility of deriving collective 
preferences consistently from individual preferences. This is a 
problem with historical roots. It already occupied the mind of 
marquis De Condorcet in the 18th century, who analyzed the 
possibility of deriving collective choices using voting as a 
decision mechanism and who found that a majority decision 
rule could lead to voting cycles. 
  Assume there are three parties (A, B and C) who have 
preferences on three issues (x, y, and z) and suppose we find 
the following preference profiles: 
 
 

                                                                                                           
same as the sum of the individual utilities. The government can also tax 
goods with negative external effects. ( See also chapter IX for a different –
Coasean- view on tax policies). 
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                              A :    x > y> z 
                              B  :   y > z > x  
                              C :    z > x > y 
 
If we apply the majority rule we find an inconsistency at the 
social level. In the choice between x and y the majority 
prefers x; in the choice between y and z the majority prefers y 
and in the choice between x and z the majority prefers z. The 
voting procedure goes around in circles. It appears that the 
sequence of the voting (do we start with the choice between x 
and y and exclude the alternative that gets the votes of the 
minority, or do we start with the choice between x and z etc.) 
decides the outcome of the voting procedure. This has 
become known as the "Condorcet paradox". 
  Arrow has shown that in trying to obtain an integrated 
social preference (a social welfare function) from individual 
preferences, it is not, in general, possible to satisfy some 
reasonable conditions. Arrow proposed that the social 
welfare function should satisfy five conditions: transitivity of 
(collective) choices, unrestricted domain (no preference 
ordering should be excluded), adherence to the Pareto 
postulate (when someone prefers x over y and everybody else 
is indifferent, then x should be chosen), independency of 
irrelevant alternatives (the information on behalf of the social 
preference between two alternatives is restricted to 
information on how individuals rank these alternatives) and 
non-dictatorship (nobody should be able to determine a 
social choice). Arrow's conditions rule out a possible solution 
to the 'Condorcet paradox'. This solution would be to grant 
the chairman of the parliament the privilege to determine the 
voting procedure. But this would also create the possibility of 
strategic manipulation, which conflicts with the condition of 
non-dictatorship.  
  Arrow posed the following question: given collective 
rationality and unrestricted domain is there a collective 
choice rule that satisfies the other three conditions. The 
devastating conclusion of Arrow's Impossibility Theorem is 
that there is no collective choice rule (including the majority 
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rule) that satisfies all these conditions. Consider two 
individuals, M and N, who have the following preferences: 
 
                        M :            x > y and y > z 
                        N  :            y > x and y > z 
 
Can we construct an ordering that will represent a collective 
choice for both M and N. The answer is: we cannot. We are 
facing two conflicting demands: representativeness and 
coherence. "We can seek to respect the diversity of 
preferences that individuals exhibit, in which case we lose the 
coherence that the social choice process produces from a 
social ordering, or we can have coherence in the social 
ordering at the collective level, but only by making one 
person a dictator." (Weale, 1992, 212) It is impossible to derive 
a social welfare function from the individual preferences, 
which is internally consistent, given the other three 
conditions.  
  Of course, there have been proposals to weaken some of the 
conditions, for the alternative seemed to be to accept that the 
notion of a popular will is meaningless, and that the 
democratic aspirations to make government policies conform 
to the will of the people could never be realized. If one of the 
conditions is disregarded, then there appear to be collective 
rules that satisfy the other conditions. It was, for example, 
suggested to sacrifice the condition of the independence of 
irrelevant alternatives (which, as mentioned, says that social 
choice should solely depend on information with regard to 
individual preferences over pairs of alternatives). Another 
option, of course, would be to introduce another model of 
social choice. Or, to abandon altogether the consequence-
based evaluation of social states, opting instead for a 
procedural approach. Such an approach could look for ‘right’ 
institutions rather than ‘good’ outcomes.111 When this advice 

                                                
111 This solution has a drawback, namely that a procedural system that 
does not prevent serious material shortcomings is ethically unacceptable. 
Thus, outcomes matter. 
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is not followed, then there are only two solutions to retain the 
possibility of social choice: to weaken some of the conditions 
of the social welfare function or to present an alternative 
model of social choice, for instance a model that would be 
more in line with the former Pigovian welfare function.  
  Sen has explored both solutions. He has first drawn 
attention to the fact that we can distinguish two different uses 
of the notion of a 'social preference'. In decision procedures 
we want to be able to say: this alternative wins over all 
alternatives in terms of aggregated individual preferences. 
"The notion of a social preference, in this context, is 
something like the "underlying preference" on which 
collective choices are implicitly based (a kind of revealed 
preference for society) The second idea of social preference 
reflects a view of the social good: some ranking of what 
would be better or worse for society. Such judgments would 
be typically made by a given person or agency. ("This is, I 
think, best for society, taking everything into account.")."112 
(see Sen, 1995, 5) 
  The consequences of Sen' s second proposal are more far-
reaching. He wants to abandon the very concept of a social 
preference for the purpose of decision-making. It can 
however be useful applied in making aggregate social 
welfare judgements when some conditions are fulfilled. He 
mentions explicitly that one cannot legitimate a social welfare 
judgement that is grounded in a theory in which subjects are 
defined as bundles of wants, for how does one deduce needs 
and interests from mere preferences; and how should one 
balance preferences. The answer to the last question is: it can't 
be done; therefore each preference should count equally. Sen 
argues that a person's well-being comprises, for the most 
part, a number of objective components related to a person's 

                                                
112 This was initially the purpose of the Bergson-Samuelson social welfare 
function. Bergson and Samuelson concluded that Arrow had introduced 
politics in welfare economics, and claimed that it fell outside their field. 
Arrow’s work did, in their view, not have relevance to the traditional 
theory of welfare economics.    
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functioning (what a person can do with the means available 
to him) and capabilities. (see chapter XXIV) Moreover, there 
is a need to reduce deprivation, poverty and inequality and 
this calls for interpersonal comparisons of such objective 
measurable indicators of individual advantages as real 
income, opportunities, primary goods, or capabilities. When 
one widens the informational basis with non-utility 
information the interpersonal comparison is reintroduced 
and the impossibility problem vanishes. (Ib., 8)

113  

  For decision procedures quite another strategy is advised. 
Sen proposes to follow Rawls and to focus on fairness or 
justice rather than on the social good and not to aggregate at 
all. In this approach a procedural theory of justice has to 
specify an initial distribution of political and economic rights. 
This initial distribution should serve as a point of reference 
for economic and social policy.114 
 
6. Rights and liberties   
 
In terms of social welfare the question is whether one should 
rely on the ‘goodness’ of the (collective) out- come or on the 
‘rightness’ of procedures. Can we have sensible outcome 
judgments in a totally procedure-independent way, or right 

                                                
113 The new orientation in welfare economics since Pigou has been very 
successful in explaining the functioning of (idealized) markets. But 
Cooter and Rappoport doubt whether one can speak of scientific 
progress, because the paradigmatic change has its costs. "It is necessary to 
balance the gains in understanding markets which the ordinalist 
framework facilitated against the loss in understanding human welfare, 
suffered by abandoning the material welfare framework". (Cooter and 
Rappoport, 1984, 528) 
For an overview of welfare economics (or normative economics, as he 
calls it) with the purpose to discuss the sense in which changes under-
gone by normative economics can be said to be progressive, see Mongin 
(2006). 
114 One could argue that Harsanyi also follows a procedural approach for 
he proposes the 'average principle' (whereas Rawls proposes the 
'difference principle'). But the average principle is instrumental to the 
social good, whereas Rawls presents a fairness principle. (see Part IV) 
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procedures but nasty out- comes? Yes, we can have a system 
in which individual rights and entitlements are recognized, 
but in which people are starving and we can have prosperity 
in a dictatorial system. Therefore, in general it is difficult to 
judge any given utility distribution ignoring altogether the 
process that led to that distribution (attaching, for instance, 
no intrinsic importance to the facts whether it is caused by 
charity, taxation or exploitation).  
  The need to integrate procedural considerations in a 
consequential analysis is especially important in the field of 
rights and liberties. Lyons treats this question in an 
interesting way. He distinguishes ‘moral rights’ (not 
enforceable) from ‘legal rights’ (enforceable) and directs his 
attention to legal rights that also have a moral force (property 
rights). In general, institutions that promote the general 
welfare or economic efficiency are capable of conferring 
rights. "From a utilitarian standpoint it follows that an agent 
is fully justified in exercising her rights when and in a 
manner in which she can promote human welfare to the 
maximum degree possible. And others are fully justified in 
encroaching on the agent’s rights in the same sort of 
circumstances and for the same sort of reason". (Lyons, 1982, 
115) Thus the utilitarian ethics tolerates that legal rights be 
violated when some welfare enhancing goal can be promoted 
more effectively by departing from the legal rule. The legal 
impact of rules, does not automatically translate into moral 
force. Although there are often utilitarian reasons for 
respecting justified legal rights, these reasons are not 
equivalent to the moral force of such rights. (Lyons, 1982) 
Utilitarianism does not include the fulfillment of rights and 
obligations among the values social states embody. Of course, 
they are instrumentally valued, but their fulfillment or 
violation does not by itself make the state better or worse by 
utilitarian standards. Legal rules and rights simply enter the 
individual's decision-making calculus as alterations of the 
relative prices of alternative actions.  
  Sen has pointed out how social choice that accords with the 
Pareto principle can easily conflict with individual rights. It 
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appears to be very difficult to aggregate individual 
preferences, which include preferences that refer to 
libertarian rights in such a way that the Pareto principle is 
respected. 
  Libertarian values require that particular importance be 
attached to each person's desires over pairs that are personal 
to him, e.g., what he should read. It can be shown that such a 
condition of libertarianism can easily conflict with the weak 
Pareto principle. To illustrate this Sen used the example of the 
reading of a book, thought to be pornographic. The prude P 
disapproves this book, but the lewd L likes it. The states of 
affairs p, l and o differ from each other in this respect that in 
p the prude reads the book, that in l the lewd reads it and that 
in o nobody reads it. The ordering of preferences of P and L 
are: P (o, p, l) and L (p, l, o). P prefers that nobody reads it, 
but if someone should read it then he and not L. The lewd 
prefers that P reads it. An outcome that is both libertarian 
and satisfying weak Paretianism faces the following dilemma. 
Clearly o is better than p, because the prude does not want to 
read the book. Similarly, l is better than o, since the lewd 
desires to read the book. But on Paretian grounds p is better 
than l, because both the Prude and the Lewd prefer p above l. 
But this contradicts P's right not to read the book. (Sen, 1970) 
  A number of critics have argued that Sen's theorem rests on 
a misleading characterization of liberty. The preferences 
assumed by Sen are so peculiar that ordinary ideas about 
liberty do not apply. One way of putting this is to say that his 
example involves "meddlesome" individuals, persons who 
have preferences about matters that belong to other 
individuals' personal spheres. Individual liberty can be seen 
to require  -among other things- that each individual should 
have a recognized personal sphere in which his preference 
and his alone count.  Nozick finds that Sen's paradox arises 
"from treating an individuals’ right to choose among 
alternatives as the right to determine the relative ordering of 
these alternatives within a social ordering, (...) [while it 
should be clear] that rights operate upon a social ordering to 
constrain the choice it can yield". (Nozick, 1974, 165/166) Sen 
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grants Nozick's point, but adds that if a social ordering 
should take everything into account, then the ability to 
exercise these rights must enter into the social ordering after 
all. "Non-utility information relating to how "personal" 
choices are, what motivation the persons have behind their 
utility ranking, whether interdependence arises from liking 
or disliking the others' physical acts (in this case the reading 
of a book) or from the joys and sufferings of the others, etc., 
may well be found to be relevant in deciding which way to 
resolve the conflict." (Sen, 1979, 483) 
  Sen's original purpose was to show that the principle of 
respect for individual liberty, even in a minimal form as 
respect for a personal sphere, could conflict with the Pareto 
principle. Admitting situations in which individual 
preferences and personal rights can conflict, the moral of his 
impossibility theorem is that normative social policy cannot 
be based only on individual preferences (see Sen, 1983, for a 
reply to his critics). Someone might object and point at 
preferences for rights, but a preference-based attitude toward 
rights enforces an instrumental view of rights. Rights do not 
have any intrinsic value over and above the value reflected in 
the well-being of individuals, which means, and this is what 
it is about, that well-being generated by rights could be 
exchanged with well-being derived from other sources, and 
libertarian values would be subordinate to social utility. (see 
Lyons, 1982) 
 
7. Conclusion 
 
For a moral appraisal of the good of the state of society we 
need a social welfare function. But the utilitarian ethical 
doctrine persists that we derive it from individual 
preferences. The criticism raised at utilitarianism has direct 
consequences for the evaluation of the social welfare function 
as a device to evaluate social states. We encountered the 
narrow informational base of the social welfare function and 
the absence of information about distribution. All preferences 
count equally, there is no distinction between necessities and 



 

 

151 

luxuries, between preference-satisfaction with negative or 
with positive external effects.115 What really counts is the 
absence of paternalism, the safeguarding of free choice. But 
free choices are not necessarily proper choices. Not even 
when we have cleansed them in the way Harsanyi has 
proposed. And rights seem not to be side-constraints when 
violating them contributes to the common good. When it 
comes to decision-making procedures, we are facing 
impossibility theorems. Sen’s impossibility theorem shows 
how respect for individual liberties can conflict with the 
Pareto principle. Arrow’s impossibility theorem shows the 
dilemma of deriving a social preference from individual 
preferences. 
  The Hicks-Kaldor rule says that a certain policy increases 
the sum total of wealth when those who gain by the policy 
could compensate those who lose (without really 
compensating them). But when, for instance, a policy would 
make the rich so much richer that they could overcompensate 
the poor who were made poorer, then according to this logic 
the nation’s wealth has increased. But many people would 
doubt that this policy really increased the welfare of the 
community. Thus we are confronted with a welfare function 
that does not reveal essential information to evaluate the 
quality of life for its citizens in even an approximately correct 
way.  
  In Sen's view voting-based procedures are entirely natural 
for some kinds of social choice problems, such as elections, 
referendums, or committee decisions. They are, however, 
altogether unsuitable for many other problems of social 
choice. For welfare-economic evaluations voting exercises do 
not deliver important information. To lay the foundations of 
a constructive social choice theory we have to address, in 
Sen's opinion, the question: on what kind of information can 
we sensibly base interpersonal comparisons? The foremost 

                                                
115 What is taken for granted throughout this chapter is that preferences 
are revealed by choices. In fact this is only so under special circumstances 
(a complete ordering). 
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question to address is: interpersonal comparisons of what? 
The rejection of interpersonal comparisons was based on 
interpreting them entirely as comparisons of mental states. 
But Sen thinks that income, or commodity bundles, or 
resources more generally, are of interest in judging a person's 
advantage and not merely the mental states they help to 
generate. (see Sen, 1999) This can be supplemented by also 
taking into account the differences in converting these 
resources into the capability to live well.  
  Sen's suggestion bears some similarity with the suggestion 
of Cooter and Rappoport to return to the old material welfare 
school and reintroduce the distinction between needs and 
desires. This could be combined with a procedural theory of 
justice of initial endowments, which could serve as a point of 
reference for economic and social policy.   
  There is a remarkable analogy with the discussion about the 
cause and the consequences of the 'escape from psychology' 
in individual choice and the discussion about the cause and 
consequences of the impossibility of interpersonal utility 
comparisons in collective choice. In both discussions the 
'progressive' step is regretted afterwards and the proposed 
solution is the same: respectively to re-introduce mental states 
and to return to "the material definition of economics 
[welfare], an empiricist conception of method, and an 
interpersonal conception of utility." [i.e., to add non-
preference based information, jpr]. (Cooter and Rappoport, 
1984, 528) 
 
We have now reached the end of Part I. An appraisal of the 
preceding chapters will have to wait till I reach the end of 
Part II.  This first part dealt with several aspects of individual 
and collective decision theory, mainly from the point of view 
of individual agents (solely or in interaction).  
In Part II, I will analyze the decisions and actions of a 
plurality of agents and concentrate on the unintended 
consequences of intentional actions.  




