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Abstract

This paper explores the diversity present in opportunity sets from the perspective
of multiple preferences and proposes a ranking of sets based on the degree to which
they satisfy these preferences. I utilize a reference point (or, a default option) as a tool

to concretize the concept of satisfaction.

First I compare the differences between my model and other model in the litera-
ture that also rank sets based on a given collection of preferences. Then, I show that my
model can be characterized by the two axioms when the underlying preferences are un-
observable. These axioms are the same as those in Kreps (1979), however, I derived a
distinct representation under which a set is evaluated based on preference satisfaction,

rather than maximization.

Keywords: Set preference, Set ranking, Preference over sets, Ranking over sets, Op-

portunity sets, Diversity, Freedom, Multi-preference
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Chapter 1 Introduction

Consider a decision problem involving the selection of a restaurant for dining.
Given that members in the group have their own preferences over foods, it is imprac-
tical to select an option that maximizes each one’ s preference. In such a scenario, it
1s more reasonable for the members to agree on an option that offers food that satisfies
them sufficiently, rather than insisting on finding a restaurant that offers their most fa-

vorite food.

Consider another scenario involving a city organizer who is tasked with planning
the construction of a sports center. Faced with a set of proposals, each one may contain
several facilities such as a basketball court, tennis court, volleyball court, swimming
pool, gym, etc., the organizer must take into account the preferences of the city’s resi-
dents. Because of the limited budget, there does not exist a proposal includes all of the
most sumptuous or most luxurious facilities. Additionally, citizens are willing to buy the

ticket if the facilities in the sports center is good enough for them.

Therefore, a pragmatic solution to such decision problems is to ranking sets (restau-
rants, or design proposals) according to the number of preferences (members in the
group, or citizens) who are satisfied with their elements (dishes, or facilities). In other

words, for a group consists of three spicy-lovers who regard spicy hot pot as their fa-
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vorite dish and two people cannot handle any spicy food, although the majority of this
group prefer spicy hot pot, an American restaurant which offers everyone an acceptable
dish would be a more appropriate restaurant choice, even though no one considers any
dish there as their favorite. Similarly, it is a better decision for the organizer to choose
the proposal includes a swimming pool and a gym, facilities which a majority of citizens
find satisfactory, rather than the one consisting of a basketball court and a volleyball

court, which might be strongly preferred only by teenagers.

Generally, I consider the scenario where ranking sets involves several preferences
over elements, but not in the sense of maximization, rather in terms of satisfaction. Ad-
ditionally, there are two restrictions for this scenario. First, whether these preferences
are satisfied by a set only depends on the elements within the set, independently of the
satisfaction of others. Taking sports center problem as an example, this assumption im-
plies that whether a citizen’s willingness to purchase a ticket is not influenced by the
choices made by others but is solely determined by the facilities within the sports center.
The second assumption posits that the elements will not be ”depleted” or ”exhausted”
when satisfying preferences, meaning there is no concept of quantity for element. As

still in the sports center example, the facilities is assumed to be non-rivalrous goods.

In my model, I utilize a reference point (or, default option) as a tool to concretize
the concept of satisfaction. Specifically, I postulate that there is an alternative, which
serves as the reference point, located outside the space of elements. I then extend pref-
erences over elements to preferences over both elements and reference point, and define
that a set satisfies a preference if and only if this set contains an element that is ranked

above the reference point according to the preference.

2 doi:10.6342/NTU202303269


http://dx.doi.org/10.6342/NTU202303269

I propose to rank sets based on preference satisfaction. Specifically, a set is better
if and only if it satisfies more preferences in the collection. The number of preferences
satisfied with a set is what I define as the attached value of the set derived from multiple

preferences.

When the collection of preferences is observable, I show that my ranking differs
from those rankings over opportunity sets in the literature. When the collection of pref-
erences is unobservable, I provide a behavioral characterization for my ranking. The-
orem 1 indicates that a complete and transitive ranking over sets satisfies two axioms
if and only if there exists a collection of preferences where this ranking prefers the sets

which satisfy more preferences in the collection.

These two axioms are the same as those in Kreps (1979). However, his representa-
tion is motivated by uncertainty about the future preference of an individual. In particu-
lar, his representation postulates a collection of utility functions, only one of which may
be realized when this individual must make a choice from a set. No matter which util-
ity function is realized, she always chooses an element to maximize it. Then the ex-ante

value of a set is given by the sum of these maximized utilities.

Given a collection of utility functions, Kreps’ ranking over sets differs from mine.
However, my result shows that if the underlying preferences are unobservable, two
models are behaviorally equivalent. A ranking over sets can be generated from two dis-
tinct collections of preferences or utility functions, using different mechanisms, respec-

tively.
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Chapter 2 Literature Review

This kind of rankings over sets involving a collection of preferences is first pro-

posed to analyze individual welfare in terms of freedom.

Pattanaik and Xu (1990) was the first to argue that the assessment of individual
welfare should have considered freedom of choice in addition to agents’ utilities. They
mentioned two reasons why freedom of choice should have been taken into considera-
tion: the first was that freedom was considered instrumental in achieving a higher level
of an individual’s utility, and the second was that freedom might have had its intrinsic

value in many circumstances.

For the instrumental value of freedom, Kreps (1979) offered a rationale for this
concept. He considered a two-stage choice problem, where the agent was unsure about
his future preference, therefore the agent had a desire for flexibility”. In this context,
the freedom of choice allowed the agent to maximize his utility when the uncertain fu-

ture was realized.

For the intrinsic value of freedom, Pattanaik and Xu (1998) advocated that the con-
sideration of preferences which a reasonable person in the agent’s situation could possi-
bly have was important in assessing the “intrinsic” value of freedom, which was referred

to as the multi-preference approach. Moreover, Puppe (2002) further advocated the
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multi-preference model of freedom and established its link to traditional social choice
theory. He proposed an alternative interpretation of the collection of preferences. By in-
terpreting these preferences as a decision-maker’s different multiple selves, the problem
of comparing opportunity sets in terms of freedom could be reframed as a social choice

problem that involved the preferences of the entire society.

Puppe and Xu (2010) introduced the concept of essential elements in an opportu-
nity set. An element was considered essential if, by deleting it, the reduced opportunity
set offered less freedom than the original set. They also showed that the notion of essen-

tiality could be given a natural interpretation in terms of the multi-preference approach.

On the other hand, Pattanaik and Xu (2000) and Bossert, Pattanaik, Xu, et al. (2001)
explored the role of diversity in measuring the freedom contained in opportunity sets,
using the concept of similarity and the distance between the elements within the oppor-

tunity sets, respectively.

Nehring and Puppe (2002) also proposed a multi-attribute approach and showed
that this approach could serve as a useful and, in some contexts, perhaps even a canon-
ical conceptual framework for thinking about diversity. The idea of the multi-attribute
approach was that, taking biodiversity as an example, the value of diversity consisted in

the realization of certain attributes or potentialities of life by some species.

In most of the literature, the focus was on the ranking of ”individual” over sets,
emphasizing the concept of freedom provided by these sets. It is worth noting that the
collection of preferences that a reasonable person in the agent’s situation could possibly
have and the measurement of diversity are two distinct and independent tools used to

quantify the degree of freedom.
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When utilizing the former approach to analyze the freedom contained within op-
portunity sets, it implies that only one preference from the collection will be realized.
The individual ultimately needs to choose an element from the opportunity set based on

their preferences.

Similarly, in the latter approach, the individual also needs to make a choice from
the opportunity set. However, this approach directly examines the property of elements
within the opportunity sets, like dissimilarity or kinds of distance between elements.
More dissimilar or more “’far” the elements within the opportunity sets are implies that

the individual has more choices in the opportunity sets, leading to increased freedom.

On the contrary, when considering the ranking of a ’society” over opportunity sets,
a different concept of ”diversity”” becomes more relevant in this context. In this sce-
nario, all preferences within the society will realize and should be somehow satisfied.
Therefore, diversity becomes an index of the extent to which preferences within the so-
ciety are being satisfied. Moreover, It is important to measure diversity based on the

members, that is, the respective preferences within the society.
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Chapter 3 Model

Let X be a finite set of elements and 2% be the collection of subsets of X including

the empty set, often referred to as a collection of menus. 2% is on which I would like to

analyze the ranking in the perspective of satisfaction.

To embody the concept of satisfaction, I induce a reference point or a default op-
tion outside X, denoted as r. Let R denote a finite collection of complete and transitive
preferences on X U {r}, which is referred to as the reference set, or can be though as a

society of individuals.

In my model, a preference is satisfied by a set if and only if there exists an element

in the set that is preferred to the reference point r for it.

Giving the elements space X and the collection of preferences R, I define the func-

tion N : 2X — 2% as follows: for all A € 2,
Nr(A)={ReR:3z € Ast zRr},

which is the preferences in the collection that are satisfied by the set A.

Notice that the reference point r is not included in the menus which the society

ranks, in order words, the reference point is not an element which can directly satisfy
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preferences. Instead, it serves as a benchmark for preferences. In the restaurant example
mentioned before, each member in the group can consider ”home dinner” as the refer-
ence point. This means that if a restaurant does not offer a dish better than home dinner
for some members, they will choose not to attend the dining and instead have dinner at
home. The reference point “home dinner” is an alternative outside any menu of restau-
rant, yet all individuals utilize it as a benchmark to determine whether a restaurant offers

a dish satisfying them.

Furthermore, one can view the reference point solely as a threshold. If the refer-
ence point is not adopted, one can still use a more complicated depiction to convey the
concept of satisfaction: given a collection of preferences R. In the collection, for each
preference R, there exists an ag in X such that ap is the worse element for R that can
satisfy R. It’s worth noting that it might be possible for ar = ag for some R, R’ € R,
R # R'. Consequently, a set satisfies a preference R if and only if there exists an ele-
ment within the set which is preferred to ap for R. This kind of definition is equivalent
to my earlier definition, where for each preference R € ‘R, a reference point r is em-
bedded between ay and the subsequent element. My definition can simply the follow-up

discussion and the reference point serves as a tool within my definition.

The transitive and complete ranking >~ on 2% which this paper aims to analyze then

is defined as: for all A, B € 2%,

AZ B < |[Nr(4)| = [Nr(B)|. (3.1

8 doi:10.6342/NTU202303269
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Chapter 4 Observable Reference Set

In this chapter, I demonstrate that when the reference set is observable, that is, the
collection of preferences in the society is given, this ranking 7~ is distinct from the other

rankings studied in the literature.

Consider the collection of preference relations, R = {Rl, R, Rg} on X U {r},

where X = {a,b,c}, and

CLPLerlelC,
CLRQTRQbRQC,

b Rg r Rg a Rg C.
In this collection of preferences, the elements satisfy preference R; if and only if it is

ranked at the top of whole space X for preference R;.

One can verify that the ranking 7~ is

{a,b,c} ~{a,b} = {a,c} ~{a} = {b,c} ~ {b} = {c} ~ 0.

In the literature, Pattanaik and Xu (1998) first define for A € 2%,

max(A) = {:U €A:dJReR st. x RyVy € A},
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which collects the elements in set A for which there exists preference ranking them at
the top within set A. Then propose the ranking of opportunity sets ~,;, which assesses

freedom reflected in the opportunity set, is defined as

A 7=y B < |max(A)| > |max(B)|.

In this case, it is

{a,b,c} ~pr {a,b} = {a,c} ~ar {a} ~ar {b,c} ~ar {0} ~ur {c} = 0.

On the other hand, Puppe and Xu (2010), analyses freedom based on the notion of es-

sential elements introduced by Puppe (1996), which is defined as, for A € 2%,

E(A)={zeA: A=A\ {x}}.

This essential subset has a natural interpretation in terms of multiple preferences: con-

sider R = {Ry,...R,} and define

where maxp, A = {z € A: zR;y Yy € A}. This definition captures an intuitive and
reasonable concept: if an element is the best within the set for some preferences, then

removing this element would diminish the attractiveness of the set.

And notice that this definition is equivalent to max(A). Furthermore, they propose

the ranking 7~ r such that

ArpB<= |[E(AUB)NA|>|E(AUB)NB.

10 doi:10.6342/NTU202303269
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Note that 7~ is not transitive in general, but coincidentally, it is in this case, as follow:

{a,b,c} ~g {a,b} =g {a,c} ~g {a} ~g {b,c} ~g {b} =k {c} = 0.

One can focus on the comparison between {a} and {b, c}. 7Z; and 77 focus on the
quantity of elements being ranked at top in the set; in contrast, 2~ emphasizes the num-
ber of preferences which rank elements in the set at the top of the whole space. That is,
both -, and 7~ g, moreover, the majority of set ranking involving multiple preferences
which is characterized in the literature, evaluate sets based on the quantity of elements
possessing a particular property (being ranked at top in the set). However, 7~ assesses
sets not solely based on the property, but also considers the extent of the property (be-
ing ranked at top in the whole space for "how many” preference in the collection). This
distinction significantly sets 7~ apart from the rankings in the literature, making it chal-

lenging to characterize when the collection of preferences is given.
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Chapter S Unobservable Reference

Set

In this chapter, let us consider the scenario where the reference set is unobservable,
given a ranking >~ on 2%, is there any condition that ensures the existence of a reference

set R = { Ry, R, ..., R, } which satisfies (3.1)?

Before answering this question, there are two important observations about the ref-

erence set R.

First, in general, one can write R = {Rl, R, ..., Rn} U {R’{, R, ..., RZ}, where for
all R;, there exists at least one x € X such that x R;r; for all R;, there existsnoz € X
such that z R}r. Then R satisfies (3.1) if and only if {Rl, Ry, ..., Rn} satisfies (3.1).
Therefore, in the following discussion, I only focus on the case where for all R € R,

there exists z € X such that zRr.

Secondly, notice that if there is a reference set R = {Rl, Ro, ..., Rn} satisfies (3.1),
then another reference set R' = { R}, Rj, ..., R, } can also satisfy (3.1), where R} is
generated by rearranging the order of elements above and below the reference point r,
respectively, for each R; € R. Therefore, the crucial information for the question is not

the specific reference set itself, but rather the sets that are ranked above the reference
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point r by the preferences in the reference set.

k

Define G = {(Gi,9:)},_, € 2%\ {0} x N, and function ng : 2 — N U {0} such

that for all A € 2%,

ng(A) = Z 9i-

{i:ANG,;#0}

Lemma 1. Given the ranking = on 2. There exists a reference set R which satisfies

(3.1) if and only if there exists G = {(Gi,gi)}le C 2%\ {0} x N such that

And denote G = {(Gi, ) }le as the collection of upper contour sets of r (for short,

upper contour collection) with respect to R, and R as the reference set with respect to

g.
Proof. For sufficiency, given the reference set R = {Rl, Rs, ..., Rn} such that
AZ B <= |[Nr(4)| = |[Nr(B)|.
Without loss of generality, assume R be arranged in the order
R ={Ru, ..., Ru,, Ro1, ...Roty, .., Rie1, ooy Rppoyy }
such that

k*
* > =1 lj=n,and

. {x e X : xRijlr} = {x e X : a:Rijgr} forall: = 1,2,...k*and j1, 70 =

1,2,...,l;, denote as {z € X : xR} r}, and

13 doi:10.6342/NTU202303269
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s {zeX:aR;r}#{xe X xR} r}foralli #i,.

Define G as {(Gi,gi)}le such that £ = k*,and GG; = {x e X : xR;‘r},gi = [; for

i=1,2,...,k* Then forall A € 2%,

IN(A)|={ReR:3zcAst.aRr}|= Y g =ng(A).
{:anG, -0}

We have

A% B < [Np(A)] = [Nr(B)| <= ng(A) > ng(B).

k

For necessity, give G = {(Gy, 9;) }._, € 2%\ {0} x N such that

Define

R = {RH,ng, ceey R1917 ---,RklaRk% "'?ngk}

such that {x € X : xRy r} =G, forallt =1,2,...,kand j = 1,2, ..., g;. Then for all
Ae2XifANG; # 0, thenR;; € {R e R : 3z € A st zRr} = N(A) forall
j =1,2,...g;. Therefore,
ng(A)= > g=|{ReR:3zecAst aRr}| =|Ng(A).
{J:ANG;#0}

We have

AZ B <= ng(A) = ng(B) <= |Nr(A)| = [Nr(B)|.

Notice that the form of the function ng is referred as diversity function in Nehring

14 doi:10.6342/NTU202303269
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and Puppe (2002), which is utilized to evaluate the diversity contained by sets. In their
model, G; and g; are interpreted as representing an "attitude” and the weight assigned
to that attitude, respectively. The diversity function measure the sum of weights of at-
titudes realizing by sets. It is important to note that, under this interpretation, g; is not

restricted to being a natural number.

By this lemma, one can restate the question as follows: given a ranking = on 27, is

there any condition that ensures the existence of aa set G = {(Gi, gi) }k:1 C 2%\ {@} X

%

N which satisfies (5.1)?

5.1 Characterization Results

The following fact is from Nehring and Puppe (2002).

Fact 1. If a function f : 2% — R satisfies f(0) = 0, then there exists a unique function

g : 2% — R, the conjugate Moebius inverse, such that g(0) = 0, and for all S € 2%,

A:ANS#D

Moreover, the function g is given by, for all ) # A € 2%,

g(A) = (~1)MH p(se).

SCA

The following lemma can be inferred from the lemma 3. in Kreps (1979).

Lemma 2. Let ' C 2% with | X| < co. If a transitive and complete ranking - satisfies

that B C A implies A - B. Than there exist non-positive integers ¢(C') for all C € F

15 doi:10.6342/NTU202303269



such that for all A, B € F,

AZB <= > 0= Y 40

{CeF:ACC} {CeF:BCCY
Proof. Following Kreps’ notations, let w(A) = > ocp.accy #(C), and w*(A4) =
> iceraccy 9(C). Thenw(A) = ¢(A) + w*(A). one can progressively define each
®(A) as going down with the ~-equivalence class. With this process, w*(A) is given
if 9(A’) is defined for all A’ with A” > A (thus, for all A’ with A C A’). For the -
most preferred ~-equivalence class, define the same non-positive integer ¢(A) for all
A in the class, then w(A) is the same within the class because for A in this class, there
does not exist A’ such that A C A’, thus w*(A) = 0. Then for the 7Z-second preferred
~-equivalence class, define non-positive integer ¢(A) for each A in the class, such that
#(A) 4+ w*(A) is equal among the class and less than for A’ in the first class. Keep doing
this for the following class, because F is finite, there are only classes, and the process

can give a desired representation.

Notice that specifically, ¢(A) in the second class can only be negative, however, it

can be zero in other classes.

For example, let X = {z,y, 2}, F = {{z2}, {yz}, {z}, {y}, {z} }. and = such that
{wz} = {yz} = {z} ~{y} ~ {=}.
6(.) such that
o({zz}) = -1, o({yz}) = =2, o({z}) = -2, o({y}) =—-1, ¢({z})=0

can give the representation. U

16 doi:10.6342/NTU202303269
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Theorem 1. If X is a finite set. A transitive and complete ranking =~ on 2 satisfies (i)
B C A implies that A =~ B, and (ii) AU B ~ A implies that AU BUC ~ AUC for all

C € 2% if and only if there exists an reference set R such that
AZ B < |Nr(A)| = |Nr(B)|.

Proof. For necessity, observe that if R € Nz (A;) U Ng(As), then it is either R €
Ngr(A;) or R € Ni(As), which implies there exists © € A; or x € Ay such that xR 7.
Equivalently, there exists © € A; U A, such that zR 7, by definition, R € Nx(A; U As),
Thus, N (A1) U Ng(As) € Nr(A; U As).

If R € Ngr(A; U Ay), then there exists z € A; U Ay such that xR r, that is, the
element x must belong to either A; or Ay, therefore, R € Nz(A;) or R € Ngr(Ay),
which means R € Nr(A;) U Nr(As), thus, Ng(A; U As) € Ng(A;) U Ng(As).
Therefore, for all Ay, Ay € 2%, Nr(A;) U Ng(As) = Ng(A; U Ay). And this implies

that for all B C A, Ng(B) C Ngr(A), then |[Ng(A)| > |[Nr(B)|, A B.

If AU B ~ A, then it must be Nzx(AU B) = Ng(A) U Ng(B) = Ng(A). Thus,
Nr(AUBUC) = Ng(A)UNg(B)UNg(C) = Ng(A)UNr(C)= Ng(AUCO),

then |[Nr(AUBUC)| = |Np(AUC)|,AUBUC ~ AUC.

For sufficiency, let 7 be a transitive and complete binary relation satisfying (i) and

(i), for all A € 2%, define

A= U A

{A7e2X: AUA'~ A}

And define F C 2% as

F:{AEQX:A:A}.

17 doi:10.6342/NTU202303269
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Note thatif B C Aand A, B € F,itmustbe A > B, otherwise, we have A ~ B, thus

AUB=A~B,and BC AC B, that is, B ¢ F, which is contradictory.

By Lemma 2, there exists non-positive integers ¢(C') for all C' € F' such that

AZB = ), ¢z ) 40
{CeF:ACC} {CeF:BCC}
Observe that for all A € 2X there exists A’ € F such that A ~ A’ because X is
finite and thensois {B € 2¥ : AUB ~ A}. And A ~ A. Therefore, forall A € 2%,

define function  : 2¥ — NU {0} such that for all A € 2%,
A= > ().
{CeF:ACC}
Then the function & gives the representation. And it can be rewritten as
hA) = Y ¥(C)
{Ce2X:ACC}

where (C) = ¢(C)ifC € F,y(C) = 0ifC € 2% \ F. Itis trivial for A € F. For
A¢F,

(el S S (o) R S I(¢) E SN Y (¢)
{Ce2X:ACC} {Ce2X\F:ACC} {CeF:ACC,ACC} {CeF:ACC,AZC}
Because the first part equals to 0 by definition of ¢/(C'), and for the third part, the collec-
tion {C eF:ACCA¢ C’} is empty, to show that, assume A C C for C' € F, note

that A C Aand A ~ 121, thus

AUA ~ A,

18 doi:10.6342/NTU202303269
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by (i1), it must be

AUAUC ~AUC.

Because A C (), this is equivalent to
CUA~C.

By definition, A - C=0C. Therefore,

doow@) = > @)= > 40
X:ACC

{Ce2X:ACC} {CeF:ACC,ACC} {CeF:ACC}

Moreover, the function n : 2% — NU {0} such that

can also give the representation, and n(A) > 0 for all A € 2%, and n(()) = 0.

Observe that for all A € 2%,

= Y w0 - > WO

{Ce2X:ACC} {Cce2X:pCC}

= ). (O

{Ce2X:AnC£0}

= > g0,

{Ce2X: ANC£0}

where g(C') = —¢(C°) forall C € 2%\ {0}. Define g()) = 0, then by Fact 1, the

function g : 2% — N U {0} is the unique conjugate Moebius inverse of n. Then define

G = {(Gig)},, C2X\ {0} x N, {G,}" | be the collection of all A € 2X with
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g(A) > 0,and g; = g(G;) forall i = 1,2, ..., k. The function ng : 2¥ — NU {0} can

give the representation of -, the proof is complete with lemma 1. [

5.2 Minimum Cardinality of Reference Set

The previous section demonstrates that the ranking = on 2% satisfying the condi-

tions in Theorem 1 can be represented by a reference set R in formula (3.1).

Therefore, this section aims to further ask a natural question: Given the ranking -
on 2% satisfying the conditions in Theorem 1, is there a minimum value for the cardinal-
ity of reference set R which represents ~~? The following proposition gives the answer:

yes.

Propositin 1. If a transitive and complete ranking =, on 2% satisfies (i) B C A implies
that A =, B, and (ii) AU B ~ A implies that AU BUC ~ AU C forall C € 2%, there

exists a minimal cardinality for the reference set R which represents 7~ in formula (3.1).

Proof. 1prove this proposition by directly finding the minimal cardinality for the disrable

reference set R.

Revisit the Lemma 1 and investigate the relationship between the upper contour
collection G = {(G;, g;) }le and the reference set R with respect to G. For each i =
1,2, ..., k, one can interpret (G;, g;) from the perspective of the reference set R as fol-
lows: there are g; preferences in R ranking all elements of G; above reference point r
and all elements of G¢ (complement of ;) below reference point 7. Therefore, the car-

dinality of reference set R is equal to Zle Gi-

In the proof of Theorem 1, one can observe that the upper contour collection G =
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{(Gs, 9:) }le is determined at the step which assigns non-positive integers ¢(C') to all
C € F. This is because G collects the all A € 2% with g(A) > 0and 0 < g(4) =

—¢p(A°) only if A° € F. Thus R and its cardinality are simultaneously determined .

To obtain the minimum cardinality of reference set R, we look back at the first step
of sufficiency proof (or equivalently, Lemma 2) and take F' = {A c2X A= fl},
and choose non-negative integers ¢(C') as large as possible for all C' € F (because
0 < g(A) = —¢(A°)) to represent the ranking - (thatis, A 7 B if and only if
>iceracey ?(C) = X icep.pecy ¢(C)) in F. Without loss of generality, I assume
that there are n ~-equivalence class in /' and name them as the first class, second class,

on so on, in the order of ranking from the most preferred to the least preferred.

Still let w(A) = > rcepacey ¢(C), and w*(A) = > ocpacey ¢(C) and w(A) =
¢(A) + w*(A). Start with the first class, notice that the set of elements X must be the
only subset in the first class because of the definition of F', and ¢(X') will not appear in
the definition of the conjugate Moebius inverse g, moreover, X contains its all subsets.
These observations indicate that the choice of ¢(X) has no impact on the cardinality of

the reference set R. Consequently, one can assign ¢(X) arbitrarily.

For all subsets C' in the second class, ¢(C') must be a negative integer as large as
possible and makes subset C' worse than the subset in the first class and makes itself
equivalent to other subsets in the class, that is, w(C) = w*(C)+¢(C) = ¢(X)+¢(C) <
#(X) = w(X) for all C in this class, then one should choose ¢(C') = —1 for all C'in the

second class.

For the k-th class, where &k = 3,4, ...n. For all A in k-th class, the values of ¢(C)

for C € F': A C C have been determined in the previous (k — 1) steps. As a result,
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the corresponding w*(A) have also been determined. Then one can focus on the subset
A in the k-th class such that w*(A) is the minimum among all subsets in this class. If
w*(A) < w(C) for C in the (k — 1)-th class, then one can assign ¢(A) = 0; if w*(A) >
w(C') for C'in the (k — 1)-th class, then one can assign ¢(A) be a negative integer, as
large as possible, and w*(A) + ¢(A) < w(C) for C in the (k — 1)-th class, that is,
#(A) = w(C) — w*(A) — 1. In both scenarios, assign ¢(A) = w(A) — w*(A) for other

A in the class.

Finally, the non-negative integers ¢(C') satisfy that forall A, B € F', A 7 B if and

only if

DI (e) = N (o)}

{CeF:ACC} {CeF:BCC}

Moreover, since ¢(C') is defined to be as large as possible for each subset C' within each
~-equivalence class, the corresponding values of ¢ and their sum, which is the car-
dinalty of reference set, are minimized. [

Furthermore, one can also obtain the second proposition from the previous proof.

Propositin 2. Let =~ be a transitive and complete ranking on 2% satisfying (i) B C A
implies that A 7~ B, and (ii) AU B ~ A implies that AUBUC ~ AUC forall C € 2%,

And let m be the minimal cardinality of reference set R representing =~ in formula (3.1).

Suppose that

1. both R and R’ can represent =~ in formula (3.1), and

2 [R| =R =m.
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Then for all A € 2%,
{ReER:ARrRA} =|{R e R': AR'r R’ A°}|,

where A Rr R A° means that all elements in set A is preferred to reference point r, and

r is preferred to all elements in set A for the preference R.

Proof. From the preceding proof process, one can conclude that the minimal cardi-

natily m and the corresponding G = {(Gi, gi) }le is uniquely determined, where

m = Zle g;. Therefore, the reference sets R and R’ have the same upper contour

collection G.

For A € 2% if A # G, fori =1, ..., k, then
{RER:ARrRA}|=|{R e R : AR r R A°}| = 0;
if A= G, fori=1,.. k,then

{ReR:ARrRA}|=|{R eR :ARrR A°}| =g,

Proposition 2 indicates that, if two reference sets R and R’ can give the representa-
tion of a ranking 7~ in the formula (3.1) and they both have the minimal cardinality, then
R’ can be generated by rearranging the order of elements above and below the reference

point 7, respectively, for each preference in R, and conversely.
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Chapter 6 Comparison with Kreps

6.1 Different Interpretation of Representations

Recall the theorem in Kreps (1979). Kreps considers a scenario where the individ-
ual encounters a two-stage problem where he first select a set and subsequently choose
an element within that set. However, the individual is uncertain about his second-stage
preference when he select the sets. Kreps provides a characterization under the circum-

stance where where only the ranking over sets can be observed.

Kreps shows that a transitive and complete ranking =~* on 2% \ {(b} satisfies (1)
B C Aimplies that A 7Z* B, and (ii)) AU B ~* Aimpliesthat AUBUC ~* AUC
forall C € 2%\ {(Z)} if and only if there exists a finite collection of utility functions

{UI,UQ, ...,Un},where U;: X - Rfor:=1,2,...,n such that

where A € 2%\ {@}, represents /~*. Notice that the empty set is not in Kreps’ original

discussion.

Because this representation adds up the maximum values that a set of utility func-

tions can achieve within a sets, it implies that this ranking over sets is easily influenced
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by the preference which strongly favors some elements, while downplaying or disre-

garding the others.

The concept of satisfaction is crucial in some context as it allows the realization of

fairness among the society (equivalently, the collection of preferences).

My result provides an alternative explanation for the rankings over sets with prop-
erties (i) and (ii). In some context, for example, choosing restaurant for group dinning,
the fairness within the group is crucial factor for decision. Thus, it is more reasonable
that the restaurant ranking for a group is generated from the mechanism taking the fair-
ness or satisfaction into consideration, rather than from adding up the maximal utility

value realized by restaurants.

6.2 Demonstration of the Equivalence between Represen-

tations

To illustrate how this type of set ranking can yield both my representation and
Kreps’ representation, I utilize an example and derive his representation following his

proof, the n convert his representation into mine.

Consider X = {x, v, z}, the desirable ranking >~ on 2% {(Z)} such that

{z,y, 2} ~ Az, yy = {m, 2} = {z} ~ {y, 2} ~ {y} = {2} = .

Following Kreps’ proof, one can obtain four utility functions Uy, U, Us, U, such
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that

(
0 ifa=y
U1 (CL) =
—1 otherwise,
\
(
0 ifa=zx
Ug(a) =
—3 otherwise,
\
(
0 ifa=yorz
Us(a) =
—2 otherwise,
.
0 ifa=xory
Us(a) =
—1 otherwise
\

which provide Kreps’ representation.

One can shift each utility function such that the utility value is non-negative. The

shifted utility functions

1 ifa=y
Ui(a) =

0 otherwise,

3 ifa==x
Us(a) =

0 otherwise,

2 ifa=yorz
Us(a) =

0 otherwise,
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1 ifa=zory
Uila) =
0 otherwise
can still give the representation. Furthermore, for all A € 2%\ {0},

A=Y [mavia] = gl

{i:ANG; #0}

where {(G1, 91), (G2, 92), (G5, 95)} = {({«},3), (v}, 1), (.91, 1), ({w, 21, 2)} = 6.

With Lemma 1, we can generate the reference set R = { R;}’_, such that

rRir Ry Rz, rRor Roy Ry 2, xr R3r R3z R3y,
yRyr Ryx Ry 2, yRsx Rsr Rs 2, y Rez Rgr Rg x,

z R7 Yy R7 r R7 xZ.
represent 2~ in formula (3.1).

Intuitively, this disparity between these representations lies in the differing interpre-
tations of the scores obtained to the sets:: Kreps regards them as the sum of maximum
of utility value of utility function, while I interpret them as the numbers of preferences

which is satisfied.
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Chapter 7 Conclusion

In this paper, I explore a new model which ranks sets based on a collection of pref-
erences. This model stands apart from others for various reasons. Firstly, it does not
rigorously assume that these preferences must be maximized by the elements within the
sets; rather, they simply need to be satisfied. | employ a reference point as a benchmark

or threshold to elaborate the concept of satisfaction.

Secondly, in contrast to the rankings characterized in the literature, which assess
sets based on the quantity of elements possessing a specific property stemming from
multiple preferences, my model further considers not only the existence of this property
but also its magnitude. I refer to this the magnitude of property, resulting from multiple

preferences, as the attached value derived from multiple preferences.

Finally, I utilize the same axioms as Kreps to characterize this model in a scenario
where one can merely observe the ranking of sets rather than the collection of prefer-
ences. This result shows that a set ranking, which satisfies both (i) B C A implies
A= Byand(ii)) AU B ~ Aimplies AUB UC ~ AUC forallC € 2%, can be
explained not only by the existence of a collection of preferences (or, utility functions)

from the maximization viewpoint, but also the perspective of satisfaction.
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