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Corrigendum to "Second Thoughts on Sociel Vielfare Indices,® pp. 10-11

. by Kenneth Ari'crw |

The 'examp_';e given to ghow that Scitovsky indifferonce, as do-
fined on page 10, ie not traneltive does not, as it stends, eccomplish
the purpose.l The following ovemple is to be gﬁbﬁbimted._

let state I be defined by (2,1,2,1), -II by (1,2,2,1) end I1I1
by (2,2,0,2). Let Mdividﬁal 1 kave the following proference. aoalé
foy btmdlea of goods: (5,1). (2,2), (L,0), (1,2). a.nd (2,1); end 1ot
individusl 2 have .tpe_soa e. (3,00, (1,2), (0,2), (2,1), (2,0) end (1,1).

In staﬁ 1I, each individual is botter b:f or not worse off
than in State I, so that 1t is trivial to say' thz;t-thm oxists a redis-
'bribution of the goods in state II which will" make everybody nO WOrse
| of? than in state I. On the other hand, there are ‘a totel of L units
of connnodity 1 and 2'of oonmdity 2 in gtate I. Suppoae we redistribute
the quentities .'m atata I as follows: give 1 unit of comnodity lend 2
units of oommdity 2. 'bu indlvidual 1 and the remindar, 3 unita of
cormwdity 1 and o uni'ba of commdity 2, to individual 2. Then individual
1lis jus't as well oft as in a'bata II, while individual 2 1a bet‘ber off
ginoe he prefers’ (5.0) to (2.1) Therefors, ‘bhere is & redistribution

of the goods in ahte I wh.toh makes every‘body at leaut a8 well off as

‘ C ol w8 indah'hd to F. lUodigliani, Uniwrsity of Illinois, for
‘pointing this ou‘b to ne.
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in stote 1I, and 'heties; by the above dofinition of Soitovoky indif-

‘ference, states I &hd XT.sre indifferent.

Dy coking et Wiy § reforence ﬂcales.j.tiaolnu that both
individusls’ arebeimrofrin gtate III than in eta&t¥ II. On the

other hand, therd gre % units of each commodity in state Il. Redistri-

T1GWEI3M] % tudividual 1 and (638} %0’ tndividual 2.

“

‘Then, individudl 173 ;;tgr‘pff'than in III, since hs prefers (3,1) to

12,2}, while  1ndi¥i#iual 2 s exactly as well off,  Therefore, again

-states II and TIl'are indifferent.

hiw e shown that states I ond TYIHRF4 mot indifferent, -
It s arain’ LinodSEDSWMA eash individusl prefers!XII to I, In state I,
there are 4 wnits of -commdity 1 and 2 of commodity @) is there eny dis-
tribution of those Wiits suoh tha'b everybody. ic7at Yéant ds well afr__ a8

in I1I7 "

- epunt siven to individual 13 then individual
ore 0% x %), 0%y 42 Por simpliotty, it
#0d1t1e% ‘are indivisidble,

will be aasuned thi

s0 that x ond y &r¢ PeEMFioted to integers.

Case L. %@ @ y= 25 Then individusl 2 has (2,0), (1,0) or

(0,0, 811 of Wbty ere dnforior to (0,2), individuwidi2ts status in IIL.

Case, 113 & 25y = 21 Then individual 3’isworse off than in

‘state IIL; where 16:geNs(2,2).
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Gase IIT. y =0s Then individual 1 has ab bont (11,0) which

is still worse than (2,2), his position in state IIT.

~ Case IV, xé 2, y = 11 Then individual 1 has at best (2,1),
which ia infevior to his ‘poeltion in state III,

Cage V. x_ 3. y= 1: Then indiv-fdus,l 2 getn at best (1,1),
- whioh 4z inforior to (0 2;,. his position in.stata 1T,

Therefore, every possibls redistribution in state I lsads to
a situation in which at lanst one individuel is worse off ﬁhan in III,
so that I and III are not indirfarent, and henoe Soltovsky indifference

is not transitive,.

The oompariuon of states II and I1II jliustrates snother ¢iffi-
oulty with eny form of ths compensaticn principle whioh doea not 1nvolve'
‘actual paymﬁnts.' Itqi:glesihle for every individual.to be bett@r off_
1n ona state than anothsr (nere, state III as sompared with state II),
and yet there 15 2 radistribution of the goods in gtate II so that
-everyhody 48 no worse. off than in the obviously suporiar state III,

This suggests strongly that wacocmplishod radiatr;butions are irrale--

vent.




