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mixed. Most of the experimental literature that documents violations of
expected utility (e.g., Coombs and Huang [8]) found either preference for
randomization or aversion to it. Camerer and Ho [6] find support for quasi-
convexity over gains and quasi-concavity over losses. An example of behavior
that distinguishes between the two attitudes to mixture is the probabilistic
insurance problem of Kahneman and Tversky [17]. They showed that in
contrast with experimental evidence, any risk averse expected utility max-
imizer must prefer probabilistic insurance to regular insurance. Sarver [30]



like in standard expected utility, this inefficiency does not rely on cardinal
information which can be used to assess the intensity of preferences over









probabilistic serial mechanism (which is ordinally efficient) is typically not
ex-ante efficient. It is also worth noting that their solution implies that agents
with the same ordinal preferences must receive the same lottery over goods.
In our case, even if all agents have the same cardinal preferences (and are
strictly quasi-convex), necessarily not all of them receive the same lottery, as
otherwise, the same binary lottery to all will not allocate all available goods.

2.2 Same Preferences

When all individuals have the same preferences, it is natural to require that



outcomes that can simultaneously be used. Note that many individuals may







may know which of the two vases is Ming and which is a modern counterfeit,



5 Concluding Remarks

The use of binary lotteries is pervasive in economics. Many e


















