Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online)
\Vol.3, No.2, 2012

The Realpolitik of Economic Welfare [Observations a Democracy,
Arrow’s Impossibility Theorem and The Paretian Liberal Paradox
in the Indian Context]

Sorab Sadri
Institute of Management Studies, Baddi Univerd®gddi, Himachal Pradesh
Cell:+91 8437162591 E-Maikorab.sadri2010@gmail.com

Abstract

This paper begins by painting the socio-politiaadl @conomic map of Indian democracy in 2008. Acicwlg, the

paper posits six basic positions and six argumietgiremises. Cataloguing a series of economieissive paper
clearly states that the twin evils of uneven disttion of income, wealth and opportunity on the baed and the
unequal development of peoples, sectors and reginrthe other continued to plague Indian plannety sne

years after the country got rid of its colonial kolt attempts to explain the impossibility theor@fmArrow, the

optimality issues of Pareto and Sen’s liberal paxadn the process, it tables a realpolitik of vaedf in Indian
conditions and takes the candid position that natichoice for voters in a multi-party parliamegtdemocracy is
just not possible. Hence, the right candidates mexer be elected. If the threshold of welfare ib¢oraised and
the quality of life is to improve, the paper arguésdia must ideally though not necessarily moventr
parliamentary system to a possible and preferredigential form of democracy. However, for the ¢gegood of
the country the system must move from multi-paotya three party democracy. If not, regional andlemparties

will fragment people power and our democratic systgill lack the muscle required to bring about airstd

developmental growth. No claim of any epistemolagiareakthrough is made in the paper except tleaathhor
has taken well-accepted views of Arrow, Pareto, &ehothers to analyse the present form of demgdnandia.

Keywords: Indian Democracy, Arrow, Sen, Impossibility, Par&ptimality, Monotonicity

1.Introduction

This paper will try and put across a case for adhparty democracy in India. In doing so, it wllndonstrate the
validity of Arrow’s paradigm and the impossibilitf Pareto’s optimality in the present Indian denaticrcontext.
It is not an exercise in Nihilism but an attempstmw the futility of a multi-party democracy theyegiving other
scholars a pedestal to put forward a case for aotwthree party election system: politically orattegically with
one to the left, one to the right and one partthancentre. Religion, caste and regionalism, #@rggied, must be a
strict no-no in a secular democracy, this papehérrargues.

The position taken in this paper springs from thet that Abraham Lincoln’s universally acceptedirdgbn of
democracy cannot explain realities in the develgpwrld adequately. Seen as beihg government of the people,
by the people and for the peopllee definition preciselyails to address the question of “which peopleteAthe
American war of independence Lincoln was right att@&burg to say what he did. But to maintain thees from
New Delhi in 2008 would be a gross error. How ary wan the rural and the urban populace be expéatetdnk
alike? Are the people who voless in numbethan those who can and do not vote? Are the penglewer not
usually different from those who vote for them? Whkay does theommon marfwho votes) have in how the
country ismanagedy those uncommon men in power (who rule)?

At this juncture, we would do well to bear in mitite position of the several politicians who in fagimany an
ideologically charged election have defied all ficdil forecasts and emerged with a majority in iRerént. They
are worshipped by one section of the populace awided by another but yet there is little room @mubt that the
state they represented has experienced developghggotath in real economic terms, the quality oklibf the
electorate has improved an land reforms have beéleanaping success (as the case may be). Six besitges are
adopted for the argument and they are stated u fro

» Parliamentary democracy cannot function effectivalyan empty stomach and an empty mind. In short,
with mass poverty and mass illiteracy, democrac#lifficult to practice and India has both of thése
abundance.
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India cannot call itself secular as long as we hawiéied criminal code but a stratified civil codi.is
almost the nevavatar of the colonial divide and rule policy which seetoshave been accepted in the
name of political correctness.

India cannot have about 40% of the electoratemads vote and still claim a majority has electieat the
Government in power in New Delhi (at any time). benby that argument, we have never had a majority
elected party especially after the Emergency.

The chance given by history in the 1970s (afterirtn@Gandhi was assassinated) through a thumping
majority within Parliament was squandered on a remdf issues as is well known. Conversely this is

also the time when the process of technology drimedernisation began but was unfortunately swamped
by an retrograde environment that was ill prepaoeaktcept it.

India is fast moving from being a state capitaisbnomy towards becoming a peripheral capitalist
economy, albeit both of a retarded variety. Herwee,should honourably drop the tag of following a
“socialistic pattern of society” (whatever that mBafrom the political rhetoric in 2008.

We must put an end to all micro-nationalistic aadionalist tendencies that divide the nation rathan
unite it. Thesons of the sotheory is fraught with danger since it alienatesgle from the same country
making room for illegal immigrants along with whamfarious elements can easily gain entry into India
National security may be jeopardised in the pracess

Without meaning to paint the polity with a wide by (which would be un-academic, undesirable ardignit is
argued that there is definitely some room for inveraent. The paper further argues that unless arlawgmber of
political leaders learn to call a spade a spadeaaadcprepared to walk their talk, Indian planninigj ferever be
like what Bernard Shaw said about statistiddind man, looking for a black cat in a dark rodinat does not exist
Clearly, the current political system is ripe ftiange and accordingly six positions that this paglees and tries to
logically validate.

India needs a two or three party system with aigeasial form of government if the great divide Wweéen
the urban and rural growth is to be equilibratéch@t bridged). And each political party has to éav
national status so that it represents a colleatbiee of democracy and is not bogged down by region
issues.

As long as parties with a regional caste and mligibias proliferate, we as people cannot startédinin
addition, the number of political parties will iearse and regional combines will emerge preventing
leaders from tackling national issues appropriatelgnce, we must suitably address the chimera of
micro-nationalism, if not eliminate it, altogether.

Unless we meet the ongoing anachronism of havimgnboich politics with economics and too little
economics with politics, head on and amelioratesihgation, sustainable developmental growth (& re
terms) will remain a pie in the sky for the Indiezonomy.

The time has now come to bid adieunticro nationalismexisting in the form of linguistic division of
states andnacro nationalismmanifested in the form of a reservation policyisTitequires a political will
as well as a clarity of purpose which is sadly fbwanting

Since the Non Aligned Movement that once had aolaigcal role but strategically, it is now a damp
squid and the unipolar world economy is becomingality. India should enter into Defence Pacts with
the USA, the USSR and the EU so that its huge defspending is diverted to real developmental needs
After all, the Indian peninsula is surrounded byfriemdly and (some) unstable neighbours having
substantial nuclear capability to annihilate pat®stantial areas before this country retaliatedsthA
same time there is no denying the fact that Indlaiselopment need are genuine and urgent.

The spread of education needs to be increasedhtilbgentsia would do well to stop shunning pickt

and levels of civic consciousness require to beerhi This means the State ought to increase budget
allocation for formal education and technologyrtiag while ensuring though good governance that the
trickle down effect does take place. Populaceagtiass roots level must benefit.

If the above conditions are met then this papemesg India has a good chance of addressing the twin
socio-economic evilsunequal distributionof wealth, incomes and opportunities on the onedhanduneven
growth of sectors, regions and peoples on the other.eTaesthe two important macroeconomic concernsnied
to be squarely addressed but which needs politithbnd which is substantially lacking, as wassed by Sadri
and Hegde 1996. Up until 2008 the parliamentarynfof democracy and its multi-party system has uofately
failed to address these two concerns in an acceptadnner. The abject failure of the Public Dimition System
(PDS) is a case in point as is the rising numbereaisant-farmer suicides in Western India showiearly that the
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growth effects are not trickling down. This papeing economic welfare theory, as propounded byn€gnArrow,
Vilfredo Pareto and Amartya Sen, will try and demstoatewhy the present initiatives cannot succesd argue
that a change must be brought about indémocratic system itselfhis change is however not solicited for the
sake of change but through rational diagnosis (paad evaluation (post) intervention. According tQuantum
Theory in Physics, the only certainty is the urmiaty principle and one could be sorely temptecthtss explain
the dynamic disequilibrium in the markets (incluglihe sharp fall in the BSE and NSE indices) in-daduary of
2008.

From a modernist economic point of view equilibriisna rare phenomenon which if at all it is achaewill
only be temporary. The world is going through apowate Olympiad where change is non-linear and
non-Newtonian. Systems, structures and functioescancurrently collapsing and so the forces tha¢rd@ne
demand and supply are in a state of flux. Whenaxel€onditions are to be considered a degree lofistas not a
precondition and market volatility is an integrarpof capitalism. Under such conditions Arrow’spossibility
theorem assumes greater significance.

1.1 Ground Reality

Looking positively, India as a country has a loth® proud about. Colonial India was divided andrBai(now
Myanmar) was carved out in 1935. Pakistan was daou in 1947 and divided into East and West asd it
separation from India was based solely on religimes. In 1971 East Pakistan broke away from \Wedtistan’s
domination and after a bloody civil war Bangladests formed. To the lasting credit of this countrgrin 2008,

it remains the only surviving parliamentary demagran this geo-physical region; and a very vibrangé at that.
Furthermore, in India, there is more religious tatee and there are more Muslims residing here ith&@akistan
or in Bangladesh, which are both Islamic countries.

It has, however, oft been said that India wonreégedom in 1947 but six decades later in 2008stilisfighting for
its independence. This independence is not verynimglul in a global environment where cooperatiard a
collaboration are fast replacing competition anthpliance. (Ohmae 1994). However, it becomes velgvaamt
when in a country of about 6 lakh villages and 2 Hillion strong populace about 60% of the popolatstill
depend on agriculture in one way or another fositbsistence when 53% of the GDP comes from thécser
sector (mainly IT). Information Technology and Rio@l Services are meregnablersand it is only logical that
they are rendered puerile unless there is sometbiegable. For this to happen the manufacturictpsenust pull
up its socks and the agricultural output per capitest increase in real terms. Whereas there ans sifjthe first
happening, the signs of the second were indeed toafiehd at least up until 2006. The Tata Groupe Mittal
Group and a few others have successfully put ladithe world manufacturing map.

Additionally, (as is the case in India) when Dirdedreign Investment (DFI) follows the inflow of Fgn
Institutional Investment (FII), instead of the athgay around, there is some need for serious ip&cton.
Therefore, it is no wonder that the comprador clesshriving with stock and bond markets operatiog
speculation rather than on sound economic fundaateerihe real estate sector and the share markatg bther
cases in point. In addition, India has a federahfof Government but a unitary head of State. Thumding fathers
who had framed the Indian Constitution were no d@live to the cultural asymmetry across the cquatrd had
provided for it. The inclusion of a section entitlBirective Principles of State Polidg a vibrant witness to this
fact. Political expediency has unfortunately pladbdse in cold storage much to the annoyance ohemhi
constitutional lawyers like Ram Jethmalani (2008).

As several scholars like Sorabji (2003) and Jethnial2008) had argued, Nehru had acted in an urdidan
manner by not taking the Kashmir question to aabiitn in 1948. The Government in Delhi and theeratited to
write off 93,000 square kilometres of land occupgigdChina in the 1962 (unprovoked) invasion of ldiere it is
pertinent to remember that at the crucial momertistory India’s strongest ally, the USSR, main¢gira stoic
silence and it was UK, USA and Israel that senpsuipto an embattled and outgunned Indian army.

On the economic front, Nehru introduced economierirentionism when India was relatively non-indiaised
and the economy was not in a state of recession going against the grain of the very Keynesiamenuoc
thought that Nehru and Mahalanobis sought to champi Further damage was done to the political esgno
under the ill-fatedEmergency Yearsvhen many countervailing tendencies in the politgre systematically
emasculated and those who took over the reinseoBthte thereafter could do no better. Over thesydw lofty
visions seem to have been consistently derailediadid has had one coalition government after agrotth the
centre. From time to time a call is made for a paoty system but it remains a mere will o’ the wisp

A spike in the number of terror incidents has ledan increased demand from VIPs for heightenedcgoli
protection in certain regions leaving relativelpdequate security for the common people. This pedally sad
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when terror camps with Pakistani flags have beesttsp in the jungles of Andhra Pradesh and Karmatak
according to thdimes of IndiaPune edition 1.2.2008. And yet, Indian parliamgntiemocracy is still throbbing
with political vitality in spite of the fact thahére remain several areas where progress is bat#ssery and
possible. The country is still undivided with thenstitutionally guaranteed separation of powers ambust
reality. The armed forces have been kept out dfipelsuccessfully even when there is a unifiechamal code and
a stratified civil code, when human rights are ket in defence of terrorists but not in defencéhef victims of
terror, the Kashmiri Pundits and when the crimsetion of politics especially in certain states lh&some
rampant. A nadir is truly reached when police chiefst and fest political leaders who knowingly avilully
create communal strife in a secular country, asrepsrted in th@imes of IndiaPune Edition, 07.02.2008.

In spite of these positive aspects what has mofrtumately emerged in 2008 is a mushrooming oforea
parties, a growth of fundamentalism and polarisatid views especially after the Pakistan State Spmd
Terrorism has taken its deathly toll of the citizenver the last two decades. The carnage at Galtdahe siege
of Akshardham are cases in point. Jammu and Kastivairhad hitherto borne the brunt of terror arel thass
exodus of the Kashmiri Pundits has strengtheneés®alks influence over the region. Of late, tefas struck in
Uttar Pradesh and even deeper into the sovereigjarirterritory, giving the ternjhadi an erroneous meaning
altogether. The Communist Party of India (CPI) thadl (decades ago) split into CPl and CPM (Comnhuifasty
Marxist) and the more liberal variants (have noathed on to regional combines and coalitionstlieeRashtriya
Janata Dal (RJD) and the Bhujan Samaj Party (BSPe radical variants of CPl such as CPI-ML
(Marxist-Leninist) and the Maoists operate non-tibusonally and arenot a part of the accepted Indian
democratic system. They are conspicuous by tHeine on the question of the 93,000 square kilagsedf Indian
Territory in Chinese hands and a misguided few d@aalther point the finger of suspicion towards &idihe
Congress Party retains the public voice of searain spite of “Operation Blue Star” and the Sikassacre as the
aftermath of Indira Gandhi’'s assassination.

The Parliament’s stand in the Shah Bano Case waitadly retrograde and a blatant attempt to plathéevote
bank. In this infamous case the Parliament legidléhat wherthe law of the land was at variance with the law of
the Koran the latter will hold swaylhis was the ultimate triumph of political expexity over jurisprudence and
vote bank imperatives had come to stay. The RgshB8wayamsevak Sangh (RSS) retains its identigytlie CPI,
but its variants in the form of the former Jan Saagd now the Bharatiya Janata Party (BJP) asasells more
conservative-radicalised offshoots tells a différsgtiory. Unfortunately, acrimony of one sort or #ew plagues a
militant Bajrang Dal, Shiv Sena and the regionalgtharashtra Nav Nirman Sena. We concede that dffien
acrimony may not always be of their own making. rEh@re also Ku Klux Clan type organisations onghktical
fringes like the Ranbir Sena in Bihar that is knawmpressurise rural voters as well as grabbinghsoat gunpoint
during elections and the Sambhaji Brigade in Madtdta that is known for its role in vandalisingtbe Bori
Oriental Research Institute some years ago. Undeh s scenario, voter choice preferences multifryosat
exponentially. Pareto optimality becomes an imgadesiream even if it were to be desirable.

The voter is consequently torn between preconceitleds, caste and religious considerations, scmox@mic
realities, past political affiliations, money andusgle power, and even ambivalence since the pagentho
actually cast their vote is a lot less than thecpeiage of those who are eligible to vote. It igiast this ground
reality in the Indian realpolitik that further disgsion ensues.

2. Kenneth Arrow's Impossibility Theorem

Fifty seven years ago, (in 1952) the noted mathiealatconomist and a co-recipient of the 1972 Ndbréte in
Economics, Kenneth Arrow in his Doctoral thesisifgakthe idea of an impossibility theorem and |gtepularised

it in his 1951 bookSocial Choice and Individual ValueBurthermore, Ng (1988) informs that Arrow (19%Hd
originally called his theorem th&eneral Possibility Theorersince he first had proved another theorem for the
special case of two alternatives. However as tlssvanto theGeneral Possibility Theoremvas negative it is now
referred to as thempossibility TheoremThe original paper of Arrow that was entitled Défficulty in the Concept

of Social Welfare" had proved that there is NO ¢stest method of making a fair choice among threenore
candidates. This remarkable result assured thirtketsthere is no single election procedure thatadevays fairly
decide the outcome of an election that involvesemitian two candidates or alternatives. In votingteys,
Arrow’s impossibility theorem, orArrow's paradox, demonstrates that no voting system based on ranked
preferences can possibly meet a certain set obnedide criteria when there are three or more optionchoose
from. These criteria are called unrestricted domaion-imposition, non-dictatorship, monotonicitynda
independence of irrelevant alternatives, and thesdriefly explained below. In simple terms, Arrargues thaa

rule for deriving, from individual ordering of s@distates, a social ordering consistent with soreasonable
conditions cannot be found in general.
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The need to aggregate preferences occurs in méfeyedit disciplines: in welfare economics, (Kald@39, Little
1957, Baummol 1965). Therein one attempts to fimeté@onomic outcome which would be acceptable aaolest
in decision making, where a person has to makei@ned choice based on several criteria; and mastrally in
voting systems, which are mechanisms for extractindecision from a multitude of voters' preferencBse
framework for Arrow's theorem assumes that demincsaicieties need to extract a preference ordex given set
of options (outcomes). Each individual in the stci@r equivalently, each decision criterion) giveparticular
order of preferences on the set of outcomes. Inglsd, we are searching for a preferential votiygjesn, called a
social welfare functionwhich transforms the set of preferences intonglsiglobal societal preference order. The
theorem considers the following properties, assutndx reasonable requirements of a fair votinghoet

2.1 Free Triple

There are at least three among all the alternativeter consideration for which all logical possiimeividual
orderings of these three alternatives are adméssibrhis condition avoids trivialising the problgmosed by
restricting the sets of individual orderings. Fertinore, there is a positive (non-negative) associdtetween
alterations in social ordering and individual vaubat this paper shall soon revert to.

2.2 Non-dictatorship

This condition is neither suitable for Democratien@alism nor for National Socialism since it isldiy
formulated. Moreover, the conditions of Myanmar d&akistan are clearly ruled out. The social welfaretion
should account for the wishes of multiple votetsannot simply mimic the preferences of a singler as some
editorial columns in Indian newspapers had sugdesterecent Indian TV debates an individual ienfused as a
proxy for the party and character assassinatiorntamiy takes place in the name of healthy criticiSthere are
unfortunately several instances showing the triuroptvote bank politics over secularism and the gnexice,
which is given to religious, and regionalist ovationalism and ideology. This is a phenomenon igsétzross the
country! In the highest dialectic tradition thispga distinguishes between spiritualism and metaphy&s
philosophy) and religion (as socio-cultural ritughlegel 1988). The paper further opines thatthéslatter and not
the former case that often impedes sustainablda@vental growth.

2.3 Unrestricted Domain or Universality

The social ordering moreover mugit be imposedThe social welfare function should account fdmpaéferences
among all voters to yield a unique and completeiranof societal choices. Thus, the voting mechanmust
account for all individual preferences, it mustsinin a manner that results in a complete rankingreferences
for society, and it must deterministically provittee same ranking each time voters preferencesrasemted the
same way. The Indian system of democracy does nooide such a mechanism largely because of protyeosi
rural India that constitutes a bulk of those votingst their ballot on considerations that areatwhys objective.
Large scale poverty, low educational spread, arat pational governance most unfortunately makeseyand
muscle power the basic instruments for vote gatlgein some regions of the country.

2.4 Independence of Irrelevant Alternatives (11A)

This condition implies that the choice made by Icédciety from any given environment depends omnytioe
orderings of individuals among alternatives presenhat environment. The social welfare functitisld ideally
provide the same ranking of preferences among aesulf options as it would for a complete set ofiays.
Changes in individuals' rankings of irrelevant radtgives (ones outside the subset) should havenpagt on the
societal ranking of the relevant subset. Unfortelyatin India, issues of caste, creed, family, gieln and
regionalism very often overshadow issues of ideglpglitics and economics. Hence alternative ct®icannot
have the same ranking in the minds of the votees &vwone would like them to have it.

2.5 Monotonicity

In Mathematics, a monotonic function or quantityige that varies in such a way that it never eithereases or
decreases. This term in the Economics of Welfapgi@s a positive association of social and indigidvalues. So,
if any individual modifies his or her preferenceler by promoting a certain option, then the sotiptaeference
order should respond only by promoting that sant@omr not changing, never by placing it lowernhaefore.
An individual should not be able to hurt an optlnranking it higher. Monotonicity in the case afiia just does
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not exist except in the case of the mediocrity thedmotes the ‘cult of the personality” and the exhsous
comprador elements who never tire of saying “yesss sir, three bags full sir”.

Public opinion is often shifted radically in thghit of certain events. In the USA fo instance tlept&mber 11
attack on the World Trade Centre sparked of artlalaimic feeling. In the case of the threat of fgnesponsored
terrorism, for instance, the Indian vote bank digantly shifts in favour of nationalism and statyilirrespective of
the proclaimed ideology of the party.

The poverty as well as (lack of) robustness of loigpis clearly shown when some vested interestd to deny a
visa extension to Taslima Nasrin and later in 2@60&n the Central Government itself played the \a#tek card
yet again when they unsuccessfully requested Fran@consider awarding the Simone de Beauvoiraiteprize

to Taslima Nasrin. So important has become theagilag of the vote bank that in the case of Salmash@ie’s
Satanic Versegiting myopic imperatives, India was the first ctyrthat banned the book. This, however, does not
give an artist a licence to hurt the sentiments péople as was the case with the legendary M Bditus

It is important to point out that neither the Muslnor the Hindu community is unitarist. Pluralisancbe found
amongst the Sikhs, Buddhists, Jains, Parsis, andt@ns of India. It would therefore be a socistbrical travesty
to claim that all Muslims in India support the Tan, as right wing media often tries to portray.uMaa Jilani
Ashraf, a Muslim theologian, for instance, in 2G88rashing such a view was thus quoted “Sufi salive in
people’s hearts while invaders have been consigoduistory. Following terrorist attacks at seveptdces of
worship across India, Sufi leaders came togetherdate a civic organisation to help the governnagt society
in its fight against terror.” A close reading dfet Quran would demonstrate that (a) the t@hadi is being
wantonly misused and (b) there is no place footeam in Islam.

2.6 Citizen sovereignty

This implies a kind of non-imposition of social erthg in any manner whatsoever, and whereby evesgiple
societal preference order should be achievableobyesset of individual preference orders. This mahas the
social welfare function has an unrestricted tagpetce. Unfortunately, as was witnessed in the abbandigram
where a strange and almost unlikely alliance entelggween the Maoists, the (self-proclaimg@eddi infiltrators
and those who were seeking the help of socialiatgito guard their turf (land) from being acquiredhe name of
development. The questionable role of the rulingypaadres and théaux passéby those in power enabled
political economists to see CPM at the state amdcintral levels often taking very different stanbts such
circumstances too, the importance of Arrow’s theoig at once highlighted.

Arrow's theorem basically says tliathe decision-making body has at least two memhbad at least three options
to decide among, then it is impossible to design@al welfare function that satisfies all theseditions at once.
A 1963 version of Arrow's theorem can possibly tamed by replacing the monotonicity and non-inims
criteria withPareto Optimalitywhich this paper presently takes up.

According to the criterion oPareto efficiencyif every individual prefers a certain option toodtmer, then so also
must the resulting societal preference order. Taimin, is a demand that the social welfare functidll be
minimally sensitive to the preference profile. Thigersion of the theorem is stronger—has weaker
conditions—since monotonicity, non-imposition, andependence of irrelevant alternatives togethgdyrRareto
efficiency, whereas Pareto efficiency, non-impeositiand independence of irrelevant alternativesttegydo not
imply monotonicity. This moot point needs to bermm mind while discussing realpolitik.

Interpretations of Arrow’s Theorem: Arrow's theorésna mathematical result, but it is often exprdsse a
non-mathematical way with a statement such as dajating method is fair, (b) every ranked votingthoal is
flawed, or (c) the only voting method that is nlaiwfed is a dictatorship. These statements are giogpions of
Arrow's result, which are not universally consideteue. What Arrow's theorem does state, howegethat a
voting mechanism cannot simultaneously comply ltlof the conditions given above.

In this author’s opinion, Arrow had probably uséé term "fair" to refer to his criteria. Indeedistlauthor posits,
Pareto efficiency, as well as the demand for nopeisition, seems trivial to the rational mind undkese
circumstances. As for the independence of irrelegétarnatives (l1A), for the sake of argumentitdte supposed
that there is a cosmopolitan constituency in Mun@a that all four contenders are originally nonfivbaikars
(non-residents of Mumbai). They are D’'Souza, Chggte Bilimoria and Agashe who are running for maportant
political office, and further let it be supposedattthgashe has a clear advantage since he is a &ittiaan an
regionalists will back him.

Now according to Arrow's theorem, there could vizella situation where if D’'Souza steps out of theeré will
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suddenly be Bilimoria, and not Agashe, who wouldh Wie race. This would seem "unfair" by many. fetan
happen, and Arrow's theorem states that these ituigituations cannot be avoided in general, withalaxing
some other criterion. Something has to logicallyegn. So the important question to be asked,ghtlof Arrow's
theorem iswvhich condition should be relaxed?

Various theorists have suggested weakening thechiferion as a way out of the paradox. Hansson 1969
demonstrated that if we were to impoaaonymity or neutrality between persons, anéutrality between
alternatives, no group decisions could satisfy Uifless it always declares all alternatives equgl.chlls this an
alternative impossibility theoreiifiwe were to stay within the framework of ordeysnonly. Proponents of ranked
voting methods contend that the IIA is an unreaBlynatrong criterion, which actually does not hatdmost
real-life situations. Indeed, the IIA criterion ike one that is found breached in most useful gotgstems.
Perhaps this is so. Advocates of this position fpout that failure of the standard IlA criteriontisvially implied
by the possibility of cyclic preferences. [While ii@mrcet and Borda are usually credited as the fexsndf voting
theory, recent research has shown that the phitesoRamon Llull had discovered both the Borda camt a
pair-wise method that satisfied the Condorcet daitein the 13th century. The manuscripts in whiiehdescribed
these methods had been lost to history until thesewediscovered la Hagele and Pukelsheim (2001).

Simply stated, let it be supposed that voters wermst their ballots as follows:
7 votesforA>B>C
6 votesforB>C >A
5votesfor C>A>B

In such a case the net preference of the group3sBA> C > A. In this circumstance, any system thiaks a
unique winner, and satisfies the very basic denticcralle that a candidate who receives a majorityalh
first-choice votes must win the election, will fale IIAC criterion. Without loss of generality, @may also
consider that if a system currently picks A, andrBps out of the race, the remaining votes will beotes for A >
C and 11 votes for C > A

Thus, C will win, even though the change (B drogpout) was concerned an "irrelevant” alternativadidate
who did not win in the original circumstance.

So, what Arrow's theorem really shows is that v@imanon-trivial game and that game theory should be used to
predict the outcome of most voting mechanisms. €bidd be seen as a discouraging result, becagaena need
not have efficient equilibria, e.g., a ballot couksbult in an alternative which nobody really wahte the first
place, yet everybody had voted for. Indeed, thth@uwvould go so far as to argue that this is fimee equilibrium

is not anecessaryput aconvenientondition in economics.

Equilibrium as a concept has drawn several notdwarbmments and contentions. For instance, Koft8if1) in
opposition to Walrasian general equilibrium theg8amuelson 1947, Schumpeter 1951) developedsmibik an
alternative framework for a non-Walrasian type afomomics, blending elements of organization theory,
information theory, management science and the disgquilibrium economics. Blaug (1985) correctisdébes
Kornai as one of the few economists of the Eadbdwn who is read with interest by Western econaosnilst this
context, one can visualize that Arrow throws upeayvinteresting view on welfare. Marx (1973) perbapould
have been less charitable and some redemption &na®ian equilibrium could perhaps even arise fikatecki’'s
concept obusiness cycleSadri and Hegde 1995) and Sraffa’s treatmeniatdéd labour(Hegde and Sadri 1998)

Alternative Views: This paper has far assumedhat the "correct” way to deal with Arrow's parads to
eliminate (or weaken) one of the criteria. The bAterion is the most natural candidate in thistanse. Yet
literature shows that there are other "ways outindan Black, (1969) for instance, had shown thttdfe is only
one agenda by which the preferences are judged,ath@f Arrow's axioms are met by the majorityeuln any
vibrant democracy this is not the case. Howevedidtatorships that make a show of democratic iglest this is
very much possible as in an unstable and volatlkisfan especially after the fall of the TalibanAfghanistan.
Technically, this means that if one could propedstrict the domain of the social welfare functitiren all could
go well. Black's restriction, theingle-peaked preferenqgeinciple, states that there is some predetermiimegr
ordering P of the alternative set. Every voter $m®e special place he likes best along that line,hés dislike for
an alternative grows larger as the alternative gatiser away from that spot.

Also, in case, for example, there has been a bdadi bf enormous proportion causing severe danage the
ensuing election verdict will go in favour of thandidate or party seen to be an antithesis téotices behind the
blasts. Then the condition of a single peaked peefe may arise. Rajiv Gandhi's assassination ngath a
landslide victory for the Congress in the secondt d the election is a case in point. Benazir Bdiat
assassination could possibly be another. However, does not need to be a genius to realise thabatatic
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fairness cannot be ensured when one party useiptioé the bayonet to ensure a win or when the sjtjpm is
either buried in their graves, are languishingrisgn or have been forced into exile as in MyanoraFibet!

Indeed, many different social welfare functions caget Arrow's conditions under such restrictionghef domain.
It has been proved, however, that under any suathigion, if there exists any social welfare fuootthat adheres
to Arrow's criteria, and then the majority rule witost possibly adhere to Arrow's criteria. Undimigke-peaked
preferences, then, the majority rule is in som@eets the most natural voting mechanism. It seentsetgood
news for those whthrive on chaos.

Another common way "around" the paradox is limitthg alternative set to two alternatives. Thus, vetver more
than two alternatives should be put to the teseéms very tempting to use a mechanism that {b&ins and votes
by pairs. As tempting as this mechanism seemsstdlance, it is generally far from meeting evha Pareto
principle, not to mention lIA. The specific ordey fwhich the pairs are decided strongly influendes autcome.
This is not necessarily a bad feature of the masharMany sports use the tournament mechanismnesthe a
pairing mechanism, to choose a winner e.g. heatrsak and field events and groups in tennis tomerats. This
gives considerable opportunity for weaker teamaitg thus adding interest and tension throughoaitttturnament.
An example can be found in many cases electionsenie voter are eithédor someone oagainstthat someone
leaving no scope virtually for candidates who wieetwixt and between. Hence, what emergesde #acto“two
alternative agenda” for voters.

In a democracy which is based on sound nationadig@ance norms and where ideology rather than ogljgiaste,
region, muscle and money matter, voter choicesldhoe limited if the best or Pareto efficient réswbs to be
obtained. Alas, in today’s India this is perhapgapian idea! This takes us to the questions adrdghing efficient
solutions and optimality leading to an examinatiéPareto and it is from there that we go on to Ay@aSen who
had raised critical questions on the paradox. @@and Sen, 2000). However, before engaging Serapgd quick
examination of Pareto and his economic ideas, wbelth order.

3. The Economics of Vilfredo Pareto

Vilfredo Federico Damaso Pareto was a French-tadiaciologist, economist and philosopher who madesl
important contributions especially in the studyrafome distribution and in the analysis of indivadil choices and
so helped to develop the field of microeconomics. Wbrked as a lecturer in economics at the Uniteisi
Lausanne in Switzerland where he remained for és¢ of his life. There he made the famous obsiervan
1906 that twenty percent of the population owneghtgi percent of the property in Italy, later getised by
Joseph M. Juran and others into the so-called & aréiciple (also termed the 80-20 rule) and gdissa further
to the concept of a Pareto distribution. In his1@®(1935) work, Pareto had eloquently put forwiduelfirst social
cycle theory in sociologyHe is accredited for the famous sayinisgtory is a graveyard of aristocracies.

As social scientists would vouchsafe, a great dédklcott Parsontheory of societys based on Pareto’s works.
Parsons had aimed at formulating a sociology canade of Durkheim, Weber and Pareto. A wide arragozial
scientists has worked on this general methodolbgigsis. This was the basis also on which SadtiJayashree
(2000) gave their ethical conception of euthanasia.

The most widely-used concept in theoretical welfacenomics is "Pareto optimality” (also known asréd®o
efficiency"). An allocation is Pareto-optimal iffis impossible to make at least one person bettevithout making
anyone else worse off; a Pareto improvement isasagh in an allocation which makes someone betfexitfout
making anyone else worse off. As Hal Varian's Mézrmnomic Analysis explains, "[A] Pareto efficiefibaation is
one for which each agent is as well off as possijken the utilities of the other agents.” "Bettend "worse" are
based purely upon subjective preferences whicbeaummarized in a "utility function,” or ordinalmerical index
of preference satisfaction.

While initially it might seem that every situatisgnecessarily Pareto optimal, this is not the c@isge, if the only
good is food, and each agent wants as much fopdsssble, then every distribution is Pareto optirBait if half of
the agents own food and the other half own clottesdistribution will not necessarily be Paretdimpl, since each
agent might prefer either more food and fewer @stbr vice versa.

Normally, economists would expect agents to voltilytéarade in any situation which is not Paretoioyl; but

neoclassical theorists have considered a numbesitudtions in which trade would be a difficult reub Pareto
optimality. For example, suppose that each agestt &fraid of the other that they avoid each othezn though they
could both benefit from interaction. What they néedn independent and powerful organization tomrgtect both
agents from each other so that they can reachedd?aptimal allocation. What they need, in sharthie state. While
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economists' examples are usually more elaboragtebdkic intuition is that government is necessargatisfy the
seemingly uncontroversial principle of Pareto optity.

Anarchists of all sorts would immediately objedttthe very existence of deontological anarchistsvs that Pareto
optimality can never justify state action. If evine slightest increase in the level of state agtivicompensably
harms the deontological anarchist, then obviously mever true that state action can make sompledmtter off
without making any others worse off. Moreover, watty all government action makes some people beffeand

other people worse off, so plainly the pursuit afé?o improvements has little to do with what igg@alernments do.

Due to these difficulties, in practice economistsstrbase their judgments upon the far more contstalgudgments
of cost-benefit analysis. (In the works of RichBiabsner, this economistic cost-benefit approaclolicypdecisions is
called "wealth-maximization"; a common synonymKsildor-Hicks efficiency.") With cost-benefit analgsthere is
no pretense made that government policy enjoysimmars approval. Thus, it is open to the many omest
frequently made to e.g. utilitarianism; moreovangcs cost-benefit analysis is based upon agenisigviess to pay,
rather than on agents' utility, it runs into eveorenmoral paradoxes than utilitarianism typicalbed.

In the final analysis, welfare economists' attetogirovide a value-free or at least value-minimatification of the
state fails quite badly. Nevertheless, economidyaisamay still inform more substantive moral theer Pareto
optimality, for example, is a necessary but nofisieiht condition for a utilitarian justificationfdhe state

Pareto Optimality: Pareto efficiency, or Paretoimptity, is an important concept in economics wiilpad
applications in game theory, engineering and th@ataciences. The understanding of the terms @tiynor
efficiency come from Vilfredo Pareto, who used tl@cepts in his studies of economic efficiency ammbme
distribution. Given a set of alternative allocatonf, say, goods or income for a set of individualsnovement
from one allocation to another that can make attleae individual better off without making any ethndividual
worse off is called #areto improvementAn allocation is said to be Pareto efficient @réto optimal when no
further Pareto improvements can be made. Thisénafalled astrong Pareto optimurfSPO).

A weak Pareto optimurVPO) satisfies a less stringent requirement, lirckva new allocation is only considered
to be a Pareto improvement if it is strictly preéer by all individuals (i.e., all must gain withetimew allocation).
The set of SPO solutions is a subset of the sétR®D solutions, because an SPO satisfies the stroageirement
that there is no allocation that strictly preferred by one individual angeakly preferred by the rest (i.e., no
individual loses out, and at least one individuaing). Under a parliamentary democracy like Indliss iperhaps
easier to approximate conditions of WPO rather thlamse of SPO given the fluid nature of objective
socio-political reality.

Pareto efficiency in economics: An economic systhmt is Pareto efficient implies that in civil seti no
individual can be made better off without anotheimlg made worse off Here 'better off' is often interpreted as
"being put in a more preferred position". It isr@oonly accepted that outcomes that are not Paffiteert are

to be avoided, and therefore Pareto efficiencynigm@portant criterion for evaluating economic syst¢eand public
policies. If economic allocation in any system, {{re real world or in a model), is not Pareto é&iit, there is
theoretical potential for a Pareto improvement. sThmeans that an increase in Pareto efficiency tfrou
reallocation, improvements to at least one paicijs well-being can be madeithout reducing any other
participant's well-being. This proposition of Paréits the democratic requirements of any electioindia quite
easily since those who fight elections have a lotevat stake than just their reputation.

Logically speaking, in the real world, however, @msg that nobody is disadvantaged by a change dhiate
improving economic efficiency may require compeiwsaiof one or more parties. For instance, if a ¢eam
economic policy dictates that a legally protectemhopoly (e.g. Indian Railways) ceases to exist thadl market
subsequently becomes competitive and more efficibet monopolist (the Indian state) will be maderseooff.
However, the loss to the monopolist will bre than offseby the gain in efficiency. This means the monggioli
can be compensated for its loss while still leavangefficiency gain to be realised by others ingbenomy. Thus,
the requirement of nobody being made worse offaf@ain to others is met. Implicitly this assumesst tholicy
makers will prefer the greater good of the greatanber,summum bonunever personal consequences. And there
is scant evidence to prove in recent times thatithiikely to happen.

In the real-world theompensation principléhat is often appealed to is hypothetical. Thatdsthe alleged Pareto
improvement, say from public regulation of the mpalist or removal of tariffs like Octroi, or oth&rsers from a
policy change are not (fully) compensated. The gbathus results in distribution effects in addittorany Pareto
improvement that might have taken place. The thewmnhypothetical compensation is an important pafrt
Kaldor-Hicks efficiencybut which this author opines can be bypassedherpaper’s argument. No doubt, the
Kaldor-Hicks efficiencyriterion captures some of the intuitive appedPareto Efficiencybut it takes into account
the absolute level of income but disregards distidim altogether as Posner (2007) has also arduéfor this
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reason that it is considered not quite relevanthi® author’s discussion on India. This takes thesent discussion
a mite further towards the Paretian compensatiorcipte.

Simply stated, theompensation principlén welfare economics refers to a decision ruleduseselect between
pairs of alternative feasible social states. On¢hee states is the hypothetical point of deparflthe original
state").Therefore, if the prospective gainers caachpensate (any) prospective losers and leavaneavorse off,
the other state is to be selected (Chipman, 198YExample of a compensation principle is the Raceterion in
which a change in states entails that such comfiensa not merely feasible but required. The tvesiants are: (a)
the Pareto principle, which requires any changd shatall gain. (b) The (strong) Pareto criterion, whichuiegs
any change such that least onegains and no one loses from the change.

In non-hypothetical contexts such that in which toenpensation occurs (e.g. in the marketplacepkimg the
compensation principle becomes unnecessary toteffiecchange. Its use is more controversial andpém
wherein full compensation is feasible but not madel also in the case of selecting among morettharfeasible
social states. In its specifics, it is also moretawversial where the range of the decision ridelitis at issue. In
fledging yet robust democracies like India where ¢bmprador elements are often in positions ofipalipower,
the compensation principle remains a pipe dreanweifare economics who write on perfect and impédrfec
competition, social choice theory and social cestdfit analysis.

Under certain idealised conditions, however, it banshown that a system of free markets will lea@d tPareto
efficient outcome. This is called tfiest welfare theoremit was first demonstrated mathematically by ecoistsn
Kenneth Arrow and Gerard Debreu in 1954. Howeves, result does not rigorously establish welfareltegor

real economies because of the restrictive assungptiecessary for the proof are borrowed from Mdliahaneo

classical economics. Do we have a condition whemgankets exist for all possible goods, marketspadectly

competitive, transaction costs are negligible, thadle must be no externalities?

An alleged key drawback of Pareto optimality isld@salisation and partial ordering, especially ith@der-less
world a la Ohmae, 1994. In an economic system with millionsarfables there can be very many local optimum
points. The Pareto improvement criterion does mdihd any global optimum. Given a reasonable ¢atewhich
compares all points, many Pareto-optimal solutimay be far inferior to the global best solution.lé#s there is a
two or three party political system and each caieertnas a national agenda, this paper opines balgbptimum is
impossible. And, yet every positive economist witluchsafe that a global optimum is necessary fetasued
developmental growth! (c f Anand and Sen, 19960200

The graphical figure given above shall elucidaie ttoncept of the Pareto Frontier further. It présean example
of the Pareto frontier, given that lower values @aireferred to higher values. Poigitis not on the Pareto Frontier
because it is dominated by both poftand pointB. PointsA and B are non-inferior, (c.f Kreyszig 1972 for a
mathematical explanation)

For a given system, tHeareto frontieror Pareto seis basically defined as the set of parameterinati@llocations)
that are all Pareto efficient. Finding Pareto frerst is particularly useful in engineering and exroit modelling.
By vyielding all of the potentially optimal solutiena designer can make focused tradeoffs withs dbnstrained
set of parameters, rather than needing to contlideiull ranges of parameteada Erwin Kreyszig, 1971:

4. Pareto Frontier

Given below is an example of Pareto frontier, gitieat lower values are preferred to higher valBeintC is not on
the Pareto Frontier because it is dominated by potfit A and pointB. PointsA andB are non-inferior.

Example of a Pareto frontier. The boxed pointsasent feasible choices, and smaller values arernpeefto larger
ones. PoinC is not on the Pareto Frontier because it is dotathly both poinA and pointB. PointsA andB are
not strictly dominated by any other, and henceieloh the frontier.

Given a set of choices and a way of valuing théwa Rareto frontier or Pareto set is the set ofoetwthat are Pareto
efficient. The Pareto frontier is particularly uskeih engineering: by restricting attention to e of choices that are
Pareto-efficient, a designer can make tradeoffiwithis set, rather than considering the full @raf every
parameter.

The Pareto frontier (Figure 1) is defined formally/follows.
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Consider a design space witlreal parameters, and for each design-space gwne tarem different criteria by
which to judge that point. Lef : R" — R™pe the function which assigns, to each design-spmiat x, a
criteria-space point(x). This represents the way of valuing the desidiw, it may be that some designs are
infeasible; so leX be a set of feasible designsR", which must be a compact set. Then the set whigtesents the
feasible criterion points i§X), the image of the s&t under the action df Call this imagey.

Now construct the Pareto frontier as a subs#t ttie feasible criterion points. It can be assuthatithe preferable
values of each criterion parameter are the lesses,dhus minimizing each dimension of the criteriector. Then
compare criterion vectors as follows: One critenetor xstrictly dominategor "is preferred to") a vector y if each
parameter of X is no greater than the corresporplimgmeter of v and at least one parameter idlgtliss: that is,
X; < Yifor eachi and Xi < ¥i for somei. This is written asX *~ ¥to mean that x strictly dominates y. Then the
Pareto frontier is the set of points froftthat are not strictly dominated by another painy.i

Formally, this defines a partial order ¥nnamely the (opposite of the) product orderBH(more precisely, the
induced order orY as asubsetof ®™), and the Pareto frontier is the setnadiximal elementwith respect to this
order.

Algorithms for computing the Pareto frontier ofiaite set of alternatives have been studied in agemscience.
There, this task is known as the maximum vectoblgro or as skyline query.

5. Relationship to Marginal Rate of Substitution

An important fact about the Pareto frontier in emmics is that at a Pareto efficient allocation, tirerginal rate of
substitution is the same for all consumers. A fdrstatement can be derived by considering a systitm
m consumers and goods, and a utility function of each consumez, a'(x) where
i

x' = (2,25, ...,2.) is the vector of goods, both for allThe supply constraint is written for

1 n
Sai = iy o o _
—"3 o 3=1,....m _To optimize this problem, the Lagrangian is used:
LT = ) 4 ikk(z?_f,(mi)) ‘ iﬂ(h‘}—imj) where) andI” are multipliers.
=2 j=1 i=1
Taking the partial derivative of the Lagrangianhwiéspect to one gooid and then taking the partial derivative of the
Lagrangian with respect to another gopdjives the following system of equations:
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6. Criticism

Pareto efficiency does not consider the equityesburce allocations. It may be that one economéntagwns all
of the world's resources; it would be impossiblartake anyone else better off without taking sonmettaway
from this agent. Thus this situation is describedRareto optimal”, even though it is inequitable.

More generally, it can be misleading, in that "Rateto optimal” implies "can be improved" (makiog&one better
off without hurting anyone), but "Pareto optimabie not imply "cannot be improved" by some measutrenty
implies that someone must receive less. Thus #llacation is not Pareto optimal, it means that caxe improve it,
but does not mean that one should categoricalbctéf for a Pareto optimal solution. More impottgnnot all
Pareto optimal states are equally desirable franstAndpoint of society in general. For instanamextime transfer
of wealth from the very wealthy to the very poorymmt be a Pareto improvement but may nevertheéssdt in a
new Pareto optimal state that is more sociallyrdé# than the previous one.

It must be realised that Pareto efficierdyes not requirean equitable distribution of wealth. So we camad
speak of Pareto efficiency in the Indian contexh économy in which the wealthy hold the vast m#jodf
resources can be Pareto efficient. This possihigiipherent in the definition of Pareto efficiendy requiring that
an allocation leave no participant worse off, Raadficiency tends to favour outcomes that do regiadt radically
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from thestatus quoAmartya Sen has elaborated the mathematical basthif criticism, pointing out that under
relatively plausible starting conditions, systenfisacial choice will converge to Pareto efficiebtit inequitable,
distributions.

A simple example of the above is the distributidnagpie among three people. The most equitableilgligion
would assign one third to each person. Howevemtisggnment of, say, a half section to each of twdividuals
and none to the third is also Pareto optimal despit being equitable, because none of the redfpisneft worse
off than before, and there are many other suchiloigsions. An example of a Pareto inefficient distition of the
pie would be allocation of a quarter of the pieetxh of the three, with the remainder discarded. drigin of the
pie is conceived as immaterial in these examplesukh cases, in which a "windfall" that none & tfotential
distributees actually produced is to be allocated.( land, inherited wealth, a portion of the lolezst spectrum, or
some other resource), the criterion of Paretoieffity does not determine a unique optimal allocatio

There has developed an entire literature follovfiegn Arrow's original work which finds other impalssities as
well as some possibility results. For example,éfweaken the requirement that the social choieemulst create a
social preference ordering which satisfies travigitiand instead only require acyclicity, (if apseferred to b, and
b is preferred to c, then it ot the case that ¢ ipso factopreferred to a), there do exist social choiceswhich
satisfy Arrow's requirements.

7. Sen and The Paretian Liberal Paradox

The Nobel Prize winning economist, Amartya Sentwagested at least two other alternatives. He fiased both
relaxation of transitivity and removal of the Pargtinciple. He has shown the existence of votirecihanisms
which comply with all of Arrow's criteria, but sugponly semi-transitive results. Also, he has desimated
another interesting impossibility result, knowntls "impossibility of the Paretian Liberal”. Sennv®n to argue
that this demonstrates the futility of demandingef®a optimality in relation to voting mechanisms.1970 Sen
had advanced, in the tradition of Voltaire, theinigbn of a liberal aghat which represents a value involving
individual liberty, (c.f. Mill 1967) which many (including this author) would prescribe to. Ment on to
demonstrate that the liberal so defined would écinflith the principle of Pareto optimality.

Several scholars like Hillinger and Lapham (197#jsagree with Sen. Others like Aldrich (1977) rafeit as
Sen’s dilemma. The liberal paradox remains a pawexfid logical paradox advanced by Sen. Buildingttoa
work of Arrow and his general possibility theoremhich showed that within a system of menu-indepandecial
choice, it is impossible to have both a commitnteritMinimal Liberty", which was defined as the atyilto order
tuples of choices, and Pareto optimality. Since theorem was advanced in 1970, it has attracteide body of
commentary from philosophers such as Buchanan j1%N@&ick (1974) inAnarchy, State, and Utopiargues
among other things, that a distribution of goodgus, so long as the distribution was brought abmu free
exchanges by consenting adults and was made frjoist atarting position, even if large inequalitesserge from
the process.

Nozick appealed to the) idea that people shoulttdmed as ends (what he termed 'separatenesssohp®, not
merely as a means. (See Kant 1936, 1980) For erarfggted redistribution of income treated peopéafdahey
were merely sources of money. Nozick here challéngehn Rawls's arguments A Theory of Justicehat
conclude that just inequalities in distribution mbenefit the least well off. Nozick had howeveacked away
from some of the views he expressediimarchy, State, and Utopia one of his later book§he Examined Life
(1981) calling those views "seriously inadequate."

The most contentious aspect is, on one hand, ttragbat the libertarian notion that the market naubm is
sufficient to produce a Pareto-optimal society, andhe other hand it argues that degrees of claridefreedom,
rather than welfare economics should be the defiriait of that market mechanism. As a result, titagats
commentary from both the left and the right of plditical spectrum. This commentary ought to bethis author’s
opinion, honestly seen in Sen’s patently liberhlcet

(Democratic) Freedom at its liberal best is a @uaspect in Amartya SengeltanschauungWe can see that Sen
had always argued that expansion of freedoboik theprimary end and the principal means of development
Sen's approach therefore re-established the woeddbm’as referring to the enhancement ‘human capabilities
which involve processes of decision making, as veall opportunitieso achieve valued outcomes, i.e. the
substantive freedom ptople to lead the lives they have reason to vahaeto enhandde real choices they have.
For instance, iDevelopment as Freedor(l,999) Sen, argued that expansion of human freestwould both be
viewed as therimary endand theprinciple meanof development. His normative theory of developtri® a
large extent justified a particular focus on inddyand poverty. His perspective on democraticsoedng as the
constructive vehicle for valuation based exercisesl in particular how well this perspective fitdrthe human
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development framework of UNDP is uncommonly briliaThe relevance of markets within the freedonraggh,
and some of the most important empirical intercatinas between different freedoms studied by hieadyy show
him as not only a profound scholar but also a hustda the core. Understanding this point about ®#hmake
the argument in this paper a little more meaningful

8. Sen’s Theorem
The formal statement of the theorem on the basighich this discussion is mooted is as follows.

Suppose there is a set of social outcondesith at least two alternatives and there is a grofiat least two
individuals each with preferences over

A benign social planner has to choose a singleonutcfrom the set using the information about thdviduals'
preferences. The planner uses a social choiceifumétor every possible set of preferences, a koka@ce function
selects a choice.

There are two desirable properties we might agk@®ocial choice function:

» Asocial choice function respects the "Paretiangipile” (also called Pareto optimality) if it nevaglects an
outcome when there is an alternative that everytsdistly prefers. So if there are two choicesy)(such
that for all individuals, then the social choicadtion does not selegt

» A social choice function respects "Minimal libesali" if there are two individuals whose preferencas
veto some social outcomes.

That is, there is one individual calle@nd one pair of alternativesb such that ifi strictly prefersa to b then the
social choice function cannot chdsand vice-versa.

Similarly there must be another individual caljedhose preferences can veto a choice over a (ppssfferent)
pair of alternatives,d. If then the social choice function cannot setkect

Sen's version of thiepossibility theorenestablishes that it's impossible for the sociahpkr to satisfy condition 1
and condition 2. In other words, for every soclabice function there is at least one set of prefege that force the
planner to violate condition (1) or condition (2).

But this is Pareto inefficient given that Arti abilip each thinkboth to go > neither to go
DILIP
Goes  |Doesn't
Goes |43 |— |24
ARTI 1 1
Doesn'tl,1 |— 3,2

The diagram shows the strategy graphically. Thebmisirepresent ranks in Arti and Dilip's persomafgrences,
relevant for Pareto efficiency (thus, either 4,2gk is better than 1,1 and 4,3 is better than-3y&aking 4,3 and 2,4
the two solutions). The arrows represent transitismggested by the individual preferences over lwhach has
liberty,

Voting Choice and Game Theory: Voting choice isitegral part of democratic processes as well aavée
Economics. Following Nash (1950) let us supposeatgirl (Arti) marries a man (Dilip) and both ageaduates of
XLRI are now living in Bihar. However Arti comes thia liberal family upbringing while Dilip comesoim a

tradition bound family. Arti’s family are supportef the Rashtriya Janta Dal (RJD) while Dilip’smity are

supporters of the Congress. There is a big pdlitelly organised in Gandhi Maidan in Patna andRdbD big wig

is scheduled to address it.

Suppose Arti and Dilip have to decide whether tdathe rally to hear the big wig speaking and gath has the
liberty to decide whether to go by themselveshéf personal preferences are based on Arti firstinguto be with

Dilip, then thinking it is a good rally, and on [ilfirst wanting Arti to see it but then not wargito go himself,

then the personal preference orders might be thus:
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. Arti wants: both to go > neither to go > Arti to gdDilip to go
or
. Dilip wants: Arti to go > both to go > neither to g Dilip to go

Then two Pareto efficient solutions would emergties Arti goes alone or they both go. Clearly piill not go

on his own: he would not set off alone, but if le then Arti would follow, and Arti's personal litig means the
joint preference must have both to go > Dilip to Bowever, since Arti also has personal libertilip does not
go, the joint preference must have neither to gArtt to go. But Dilip has personal liberty too, $le joint

preference must have Arti to go > both to go anitheeto go > Dilip to go. Combining these givesausondition
of joint preference.

8.1 Joint Preference

This can be elucidated as neither to go > Artido>ghoth to go > Dilip to go, and in particular their to go > both
to go. So the result of these individual prefersreed personal liberty is that neither goes totlsedilm. But this
is Pareto inefficientgiven that Arti and Dilip each think both to go neither to go. In short, whenever
socio-cultural externalities impinge upon the masibdecision making process the voter tends toatpeat a Pareto
inefficient level. And in a civil society plagued beligiosity (not to be confused with spiritualissn metaphysics)
as well as a polity where governments are formeddalition of parties and parliament is “hung” tendition is
bound to be Pareto inefficient.

8.2 Liberalism and Externalities

The example of India, cited above, shows that #iliemn and Pareto-efficiency conflict and is diffictio be
attained at the same time. Hence, if liberalisnstsxin just a rather constrained way, as Sen stgygedernalities
could arise. However, this is not always the c&se.instance if one individual (a Hindu girl) makase of her
liberal right to decide between two alternativedviaslim and a Hindu paramour), chooses one of thadif the
civil society would also prefer this alternative, problem arises.

Nevertheless, the general case will be that theres@ame externalities. For instance, one individa&iee to go to
work wearing either decent or in formal clothestHé individual wears just decent clothes to woskereas
society wants him to go to work n formal attiregrth will be an externality. However, no one carcéothe other to
wear just decent clothes or a lecturer in a B-Sthob to wear sandals to class when there is adbiestern
dress code for students. So, one implication of'sSparadox is that these externalities will exidtevever
liberalism exists. Nevertheless, there are somesweay of this dilemma. Their successful applicatioakes sure
that both liberalism and Pareto-efficiency can ti@iged. (Sen and Dreze 1999)

Ways out of the paradox: there are at least thaeswut of the paradox, as we shall examine.

First, the way Sen preferred, the individuals magide simply to "respect" each other's choice hystraining
their own choice. Assume that individual A orddnee alternatives (X, y, z) according to x P yahd individual B
orders the same alternative according to z P x Bcgording to the above reasoning, it will be ingiole to
achieve a Pareto-efficient outcome. But, if A refudo decide over z and B refuses to decide ovérex for A
follows x P y (x is chosen), and for B z P y (zclsosen). Hence A chooses x and respects that Bsehag B
chooses z and respects that A chooses x. So, tietoRdficient solution can be reached, if A ancdhstrain
themselves and accept the freedom of the otheeplayis scenario can unfold if society is dividada bipolar
fashion with respect to their choice of candidatea democratic election. More particularly in sleakocieties
like a housing cooperative the likelihood of thappening is more.

For the second way out of the paradox Sen drevardgisment from game theory by assuming that indadisi\
and B pursue self-interested actions, when theyddeover alternatives or pairs of alternatives. ¢tenthe
collective outcome will be Pareto-inferior as thispner's dilemma predicts. The way out (exceglotittat) will
be to sign a contract, so trading away one's tiglatct selfishly and get the other's right to adfishly in return.
Suppose in an era of political coalitions there m@dwo dominant coalitions from which the electerhas to
choose one. Suppose further that civil societyiveddd in a bipolar manner such that persons frara camp
would have to compulsorily vote for one coalitioandidate and so forth. Under such conditions tHeatove
outcome is likely to be Pareto-inferior. And, tlésmore likely to happen unddemocratic centralism than under a
parliamentary democracy.

A third possibility starts with assuming that ag#&irand B have different preferences towards foatest of the
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world, w, x, y, and z. A's preferences are giverwbly x P y P z; B's preferences are given by y¥PwzP x. Now,
liberalism, (in this context), implies that eacdiwidual is a dictator in a least one social atéance, both A and B
should be allowed to decide at least over onegfaiternatives. For A, the "best" pair will be @), because w is
most preferred and z is least preferred. HencenAdetide that w is chosen and at the same time srieethat z
is not chosen. For B, the same applies and imptlest, B would most preferably decide between y and
Furthermore assuming that A is not free to decidez], but has to choose between y and X, thenlliciwbose x.
Conversely, if B is just allowed to choose betweerand z the choice will eventually will rest with Zhe
collective outcome will be (x, z), which Rareto-inferior Hence again A and B can make each other bettéryof
employing a contract and trading away their rightlecide over (X, y) and (w, z). The contract maka® that A
decides between w and z and chooses w. B decidesdre (x, y) and chooses y. The collective outcaritiebe (w,
y), the Pareto-optimal result.

Taken all together the three ways do not resoleepdradox as such. But, they answer the questidrat\tan
society do, if the paradox applies and no corregimgnsocial decision function can negate it?

Alternatives (I1A): The reason that the 1A propenhight not be realistically satisfied in human iden-making of
any complexity is twofold:

. The scalar preference ranking is derived from theghting (not usually explicit) of a vector
of attributes.

. A new option can "focus the attention" on a differattribute or set of attributes, changing
the tacit weighting and thus the resultant scalaking for the previous options.

MacNeal using the logic of the second reason hadudsed the instability of a scalar ranking of "mogable
city" with regard to different weighting of a vectof criteria in the chapter "Surveys" of his 199dok. The term
Mathsemanticas used by him first appeared in 1994 to refleetdombination ofmath and semanticthe studies
of number and meaning, as used here in its broadase.

Working from a premise of “bounded rationality” Hert Simon (1972) had earlier noted that studieschvh
appeared to show that political campaigns werdivels ineffective in indoctrinating voters with weideas may
have been missing the point. Rational behaviougcmnomics, generally means that an individual maes his
utility function under the constraints faced (etgeir budget constraint, limited choices, soclaigations, cultural
values etc.) in pursuit of their self-interest. the some recent political campaigns have showetprit can be
quite effective in focusing voter's attention ooeatain set of issues of which they already haveesawareness,
and hence convincing the voter that these aresthees on which the election should be decided.efdw, it is
only logical that an astute leader would take teeetbpmental growth path to spread his/her messhgaccess.
This is in agreement with Bendor (2003) who conezhthat though Herbert Simon's work, is often cibsd
political scientists, it has not generated a lamggearch program in that discipline. The main emgé to the
rational choice research program can perhaps belamd by building on Simon's ideas on boundeamatity.
Bendor defends this assertion by examining how therk of both the early Simon (primarily
satisficing-and-searcimodels) and the later Simon (on problem solvirag) shed light on important topics in our
discipline such as budgeting, turnout, and partsnpetition. In the Indian context, this author opin&en’s
paradox is best understood when seen in terms idifgrteSimon’s bounded rationality.

Logically speaking, Sen's paradox is the followilBuppose there are at least two persons and dttleas
alternatives. Take a voting system (a rule thab@iages a ordering of the alternatives to all pesfiof individual
orderings) satisfying the following conditions: (@nrestricted Domain(UD): Each individual can rank the
alternatives in any transitive manner she likei$.Rareto (P): If all individuals rank alternative A above e
voting system does the same. (Mj)nimal Liberalism(ML): There are two different individuals and eaufithem
has a pair off alternatives over which she is degjghat is the voting system ranks them like ihdividual. It is
logical then that the voting system allows cyclésa®<...<an<al, at some profiles.

ML means that individuals can decide on some issu#®ut any inference by anyone else. So how dbes
paradox come to be? Saari, (1998) for instancesgilie following explanation: If we would allow e to have
cyclic preferences, having a cycle as the socitdarne would be natural. Now ML makes us ignore & pfathe
preferences of almost everyone. This informatiomlddoe necessary to differentiate between cyclit taansitive
preferences. So every procedure that satisfies M&tmespect the wishes of both rational and dundplee and
can't tell the difference. An exposition is givenhis bookDecisions and Electiong he anti-incumbency factor
that is often spoken about is a good example of tisvcyclical fluctuation takes place. This cyidenothing else
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but a reflection of what in India is referred to tags anti-incumbency factogvhen the electorate shuns a sitting
candidate for non-fulfilment of election promises.

9. Democratic Systems

When we review arguments and empirical evidendbéncomparative literature that bear on the difiees in the
survival rates of parliamentary and presidentighderacies, we discover that most of these argunieatss on the
fact that presidential democracies are based onséparation of executive and legislative powersereas

parliamentary democracies are based on the fuditirese powers. The implications of this basicididton lead

to radically different behavior and outcomes unéach regime. This paper argues that this perspedsiv
misguided and that one cannot deduce the functioofithe political system from the way governmearts formed.
Other provisions, constitutional and otherwisepaddfect the way parliamentary and presidential aenacies

operate, and these provisions may counteract séie dendencies that we would expect to observweifierived

the regime's performance from its basic constinaigrinciple.

A parliamentary system, also known as parliameatésim is distinguished by the executive branchavegnment
being dependent on the direct or indirect suppbthe parliament, often expressed through a voteoofidence.
Hence, there is no clear-cut separation of powetsvdren the executive and legislative branches,irgat a
differing set of checks and balances compared @setfound in a presidential republic. Parliamensygtems
usually have a clear differentiation between Head of governmerdnd thehead of statewith the head of
government being the prime minister or premier, trelhead of state often being an elected (eitbpularly or
through parliament) president or hereditary monaidiough in Parliamentary systems the prime miniated
cabinet will exercise executive power on a daydg-tasis, actual authority will usually be bestowethe head
of state, giving them many codified or un-codifrederve powers, providing some balance to theterags

One main criticism of many parliamentary systentha the head of state is in almost all caseslinettly elected.
In a presidential system, the president is usudllysen directly by the electorate, or by a setl@dters directly

chosen by the people, separate from the legislatdosvever, in a parliamentary system the prime sb@miis

elected by the legislature, often under the stiofigence of the party leadership. Thus, a padsisdidate for the
head of government is usually known before thetiglecpossibly making the election as much aboetgérson as
the party behind him or her.

Another major criticism of the parliamentary systkas precisely in its purported advantage: thateéhs no truly
independent body to oppose and veto legislatiosqehby the parliament, and therefore no substacitietk on
legislative power. Conversely, because of the laCknherent separation of powers, this author bebethat a
parliamentary system can place too much powerdretecutive entity, leading to the feeling thatldgslature or
judiciary has little scope to administer checkdalances on the executive.

A presidential system, also called a congressiepstem, is a system of government where an execbtianch
exists andpresideghence the term) separately from the legislatiarhich it is not accountable and which cannot
in normal circumstances dismiss it. The definingrelteristic of a republican presidential systenhadsv the
executive is elected, but nearly all presidentyatems share the following features:

e The president bills. In systems such as that ofthiéed States, the president has the power toaetof
the legislature and, in turn, a supermajority @fisi&ators may act to override the veto. This pracis
derived from the British tradition of royal assemtwhich an act of parliament cannot come into affe
without the assent of the monarch.

* The president has a fixed term of office. Electians held at scheduled times, and cannot be teddey
a vote of confidence or other such parliamentargcedures. However, many presidential systems
incorporate provisions for the president's triad @nbsequent removal from office by the legislaitires
or she is found to have committed a crime.

» The executive branch is uni-personal. Members efdhbinet serve at the pleasure of the presideht an
must carry out the policies of the executive angislative branches. However, presidential systems
frequently require legislative approval of presit@nnominations to the cabinet as well as various
governmental posts such as judges. A presidentrgigndas power to direct members of the cabinet,
military or any officer or employee of the execatibranch, but generally has no power to dismiggwva
orders to judges.

e The concept of a presidential system is distina. ahould not confuse it with the title of Presidenthe
Republican form of government. For example, a thictaot popularly or legitimately elected is freqtlg
styled "president”. Likewise, many other parlianseptdemocracies are formally styled republics and
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have presidents, a position that is largely cerealpmotable examples include Israel, the CzechuREp,
Germany and Ireland.

Clearly, there are arguments for and against botmg$ of democracy but as Pylee argues, the Cotistial
Drafting Committee (1950) had tried to assimilat¢hb However, as this author has maintained irottisr works,
India has successfully registered developmentdessth and the much touted trickle down effectscsirthe
economic reforms of 1991 have not fructified.

10. Conclusion

This paper argues that the present system of patitary democracy in India cannot either provideational
voter choice or deliver optimal growth results. kena case for change in the political system ieddor. To
support this argument the author has adopted thfaieoute and taken the help of three great schkoKenneth
Arrow, Vilfredo Pareto and Amartya Sen.

Compared with other democracies, it this paperérrtholds that the United States has a much-dedizeda
structure of government. Thatnst tosuggest that their system is flawless or thaaitnot be circumvented to suit
a personal agenda, as has been witnessed in rgearst. Thefounding fathersof the U.S. Constitution were
perhaps wary of the potential dangers of concentratower in any single political institution, asd deliberately
undertook to divide authority among different bria@s and levels of government. The American model of
democratic government, pluralist democracy, hasimber of advantages over the majoritarian modelraiftt
democracy requires government power to be dispesddauthority to be decentralized. According fs thodel,
democracy exists when government authority is éididmong multiple centers of power that are opentévests
of various groups—for example, labor v. managenfaniners v. food stores, coal companies v. envirmtalists.
Groups like these compete against each other laraligtic society. The dispersion of authoritygluralist theory
prevents government from taking hasty, possiblyrimdpnt action, but it also can prevent any actfamportant
power centers disagree. Although decentralizatfquoaver characterizes American government, sontéutisnal
features tend to centralize power, enabling goventrio act even while lacking universal agreemenpalicy. A
two-party system is a form of party system where taajor political parties dominate voting in neaallelections.
As a result, all, or nearly all, elected officeddamp being held by candidates endorsed by oneeofvitd major
parties. Coalition governments occur only rarelywn-party systems, though each party may inteyrabk like a
coalition.

Under a two-party system, one of the two partigéchlly holds a majority in the legislature (oregislative house
in a bicameral system), and is referred to as thnity party. The other party is referred to as thinority party.
Notable examples of countries with "two party syst® include the United States and Jamaica. Somsties
that feature weak third or fourth parties, suchhesUnited Kingdom and Australia are often thoughbeing two
party states as well, as actual governance ofdhatcy may be dominated by only two parties, withep parties
having bases of support that are much smalleragmsint (or both). In India, with too many politigerties in the
fray any universal agreement is often watered dmima common minimum program. Coalition governrseare
highly unstable and regional leaders are often bogtopic and Quixotic. Horse trading on the floor tbe
Parliament becomes passé’. The voter is also cedfuss every leader seems to promise almost the gangs
come election time. If the margin of choice werd#onarrowed, this author argues, a more eligiateltate has a
chance of being elected to political office.

If Arrow’s impossibility theorem is valid and thauthor believes that it is. If a Pareto optimalgioh is difficult to
obtain, as this author believes that it is, esplgcisince the market mechanism, which is dynamycall
disequilibrated, hardly provides the conditions fiorThen the logical choice would be to go alonghwsen’s
democratic freedom. In a country like India wheissihation of agendas is as varied as the numbeolifcal
parties in the fray, the number of choices needsettimited. This is especially so when we areractiithin the
bounds of acollective bounded rationalityThe logical option then is to have a three paytstem,one to the
ideological left, the other to the ideological righnd one betwixt and between.

It is common knowledge that over the past two desatie three big parties (Congress, BJP and CR§ heen
unable to form and sustain an elected governmeiiowi a coalition with others. [The CPM in West Behtoo
had to take the support of the Forward Blddjcro nationalismin the guise of regional political parties and
linguistic alliances on the one hand andcro nationalismin the form of reservation policies, religiousotas and
subsidies as well as appeasement of minoritiesparttie other is eating away on the fabric of damoge Unless
we address these issues squarely we may not hgtlaranby way of a robust political system thateft to pass
on to posterity. The answer, in this author’s omilies in assimilating combining and collatingdmented groups
into national level parties on ideological linescboperation and strategic alliances have taken irothe market
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place why should it not do the same in the polit@sena? What prevents a group of parties shuntiieq
individuality and coming under a common banner?Tisinot to be mistaken with@mmon minimum program
which is satisfied with the lowest common denontnat activity and parties stooping (low) to pledise coalition
partnerssansideological justification, save keeping others antl themselves in positions of powerl.

Recent events have borne out the argument poséezinhand strengthened he author’s belief in trepgsed
political restructuring. The verdict of the laseéions is out and mandate is clear. It irrevocaints to three
things:
. Regional parties do have clout but they need tgemaut of their provincial focus and think in natad
terms. If not they will remain on the fringes oéthational polity.

» The centrists have won and yet are seeking allamgth regional parties in areas there they didfam
well. This would be ill-advised as tt®@mmon minimum prograas well as dictated by vote bank politics
would stifle progress.

e The “third front” a term used for a cluster of peeular parties, is history and the Left has haglatothe
humble pie mostly due to its own miscalculation armscurantism. Nevertheless neither the regional
parties nor the Left can be written off. Perhapsrdgional parties should merge rather than aliigin any
of the big three and have a national agenda faxtgrestability of this country. The various Comnaini
Parties should combine and put forth a cogent natialternative giving the voter to make an enkgted
choice.

This proposed three party system, it is furthemegj is a viable logical alternative. It must besdzh on the
Directive Principles of State Poliayhile holding theFundamental Rightguaranteed by the Constitution as being
sacrosanct and inalienable, so that politiciansiatoconvert liberty into license or hijack demogrdior personal
gain. In addition, the paper argues that there rbespood governance at the national and stateslevbere
accountability and empowerment go hand in hancholf the candidate with money power, the candiddth
muscle power, and the candidate with intellect pow#l behave like the proverbial two wolves andslaeep
discussing what is to be had for dinner. It is hbet this author rests his case.
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