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You have a total of 120 minutes (2 hours) to solve the exam. 
Identify each sheet with your Student Number and Name.                 

Good luck!  
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See MWG 14.C.8 solutions 
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IV (4.5 points) 
 

a) Proof done in class. 
b) Arrow's theorem applies to social welfare functions that satisfy Unrestricted Domain (Universal 

Domain), Pareto, Independence of Irrelevant Alternatives (IIA), Completeness and Transitivity – and 
non-dictatorship.  
This functional applies to any profile of individual preferences; It satisfies Pareto (if everyone 
strictly prefers x to y, then no agent weakly preferes y to x and therefore society will also strictly 
prefer x to y) and IIA (only the individual rankings of x and y matter for the social ranking of x and 
y). The social preference ordering will be complete: if there is at least one agent weakly preferring x 
to y and at least one agent weakly preferring y to x, society will be indifferent between x and y; if all 
agents strictly prefer x to y, society will strictly prefer x to y. But the social preference ordering will 
not be transitive: suppose person 1 prefers x to y and person 2 prefers y to z, but everyone strictly 
prefers z to x; then xRyRz but zPx and transitivity is violated.  
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