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proposal is denoted by P1 in Figure 11.7. Because this proposal leaves both agriculture and 
labor better off vis-à-vis the status quo, the agriculture and labor representatives will vote to 
accept this proposal; the capital representative will vote against the proposal because capital 
would be worse off. Hence, proposal P1 will defeat the original status quo 2–1 and become 
the new status quo proposal. Are there any alternative divisions of the subsidies that a major-
ity of representatives prefer to the new status quo proposal P1? To answer this question, we 
must draw the indifference curves of the three constituencies with respect to P1 and see if 
there are any nonempty winsets. We do this in Figure 11.8.

As before, the indifference curves for each constituency are shown by the gray lines 
going through the new status quo proposal P1. As Figure 11.8 illustrates, there are two win-
sets. The winset labeled L + C contains alternatives that are preferred to P1 by both labor 
and capital. The winset labeled A + C contains alternatives that are preferred to P1 by both 
agriculture and capital. In other words, there are several alternative divisions of the subsi-
dies that are preferred by a majority to the new status quo proposal P1. For example, the 
capital representative might propose to give two thirds of the subsidies to labor and one 
third of the subsidies to capital. This proposal is denoted by P2 in Figure 11.8. Because  
this proposal leaves labor better off (labor receives 66.6 percent instead of 50 percent) and 
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Note: The three solid gray lines going through P1 are the indifference curves for labor (L), capital (C), and agricul-
ture (A). The shaded triangles are winsets that represent alternative divisions of the subsidies that are preferred by 
a majority to the status quo; the majority in question is shown in each winset.
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