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Inspired by the “two envelopes exchange paradox,” a finitely additive probability mea-
sure m on the natural numbers is introduced. The measure is uniform in the sense that
m({i}) =m({j}) forall i,j € N. The measure is shown to be translation invariant and has
such desirable properties as m({i € N |i=0(mod2)}) =1/2. For any v € [0,1], a set A is
constructed such that m(A) = r; however, m is not defined on the power set of N. Finally,
a resolution to the two envelopes exchange paradox is presented in terms of m.
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1. Introduction. Inrecent work on the so-called “two envelopes exchange paradox”
(cf. Broome [1] and Nalebuff [4]), it has been proposed that the commonly used as-
sumption of countable additivity for probability distributions be dropped [5]. The two
envelopes problem is as follows: a random (positive) amount of money is put in an
envelope O. A coin is flipped and if the coin comes up heads, twice the amount of
money in envelope O is put in a second envelope (call it T) and if the coin comes up
tails, half the amount of money in envelope O is put in envelope T.

The paradox arises by reasoning that if we choose one envelope (no matter which
one) then there is a 50% chance that the other envelope contains one-half the amount
we hold, and there is a 50% chance that the other envelope contains twice the amount
we hold. That is, the other envelope has an expected value of 1.25 times the amount
in the envelope we hold. This expected value is greater, regardless of whether we
hold envelope O or T. Therefore, if we hold envelope O it appears to be to our ad-
vantage to swap envelope O for envelope T (we might even be willing to pay a cer-
tain amount of money to swap). Also, if we should hold envelope T we also have
a desire to swap since we can argue that the expected value in O is 1.25 times the
amount in T. Of course, the “paradox” is resolved if a probability distribution is
given by which the amount of money to be put in envelope O is determined. The
expected amount in O is then the expected value of this distribution and the expected
amount in T is 1.25 times the expected amount in O [3].

Rawling [5] has suggested addressing the paradox by exploring what happens when
the amount in envelope O is based on a natural number n (he chose to put $2" in
envelope O) which is chosen according to a uniform probability distribution on the
natural numbers N. With such a distribution, countable additivity of the probability
measure must be abandoned. Motivated by this approach, we explore the implications
of postulating a uniform probability distribution on N, which satisfies the properties


http://ijmms.hindawi.com
http://ijmms.hindawi.com
http://www.hindawi.com

586 R. GARDNER AND R. PRICE

of finite additivity and translation invariance. For each real number » such that 0 <
¥ < 1, we construct a subset of N, with measure . Finally, we propose a method for
calculating expected values for the two envelopes problem which resolves the paradox.

2. The definition and results. We center our discussion around the following def-
inition.
DEFINITION 2.1. Let S C N and n € N. Then define
cs(n) = |{xeS|x<n}|. (2.1)
For S C N define the (probability) measure of S as

P(S) = lim &1

n—oo

(2.2)

provided this limit exists.

The probability measure of S, P(S), is occasionally called the asymptotic density of
the set S [2]. This definition is also briefly discussed in [6]. Notice that if A Cc BC N
then c4(n) < cg(n) for all n € N.

Now, we show that P satisfies several desired conditions for the probability measure
of the two envelopes problem.

THEOREM 2.2. Probability measure P satisfies: P(@) =0, P({n}) = P({m}) =0 for
almmeN,P(N)=1,and P(A) =0 if |A| < co.

PROOF. This result follows trivially from the definition of P. |

Theorem 2.2 includes the idea that P should be determined by a uniform distribu-
tion. Although finite sets have measure zero, the converse of this result does not hold.
Consider, for example, the set

A= {x|x=10" for some n € N}. (2.3)

Then since c4(n) <log;o(n), we have P(A) = 0.

THEOREM 2.3. The probability measure P is finitely additive. That is, if P(S1),
P(S2),...,P(Sk) are defined, SinS; =@ fori+ j,andS =S1US»U---USk is defined,
then P(S) = P(S1) +P(S2) +---+P(Sk).

PROOF. Notice that for a given n € N,

cs(n) =cs, (n) +cs,(n) + -+ - +cs,. (N). (2.4)
Therefore,
P(S) = 1111?1 (CSL")> _ rlllf?o (Csl(n) +cs, (n11+ e +c5k(n)>
:%@o(&én))ﬂl@% (cSZTW>++71£§O (_Cskyi”)) (2.5)

=P(S1)+P(S2)+---+P(Sk). 0
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Notice that, in general, P is not countably additive. This follows from the facts that
N=Up_qin}, P({n}) = 0 for each n € N, and P(N) = 1.
We define for S ¢ N and x € N,

S+x={s+x|seS} (2.6)

The set S + x is commonly called a translation for S. We have the following theorem.

THEOREM 2.4. The probability measure P is translation invariant. That is, P(S +
x) =P(S) forall S Cc N and for x € N.

PROOF. First, notice that cg(7) < cg,x (1) +x. Therefore,

(n)

P(S) = }lifn CSn Csix(n) +x

< lim

n—oo

~ lim (—CS*;(") + 5) ~ lim (—Cs*;(”)> — P(S+x).

n—oo n n—oo

(2.7)

Similarly, since cs(n) > cs.x(n), we have P(S) = P(S + x). Therefore, P(S) = P(S +x).
[l

3. Sets of given measures. In this section, for any v € [0,1], we construct a set
A c N such that P(A) = r. First, we define

Aij={xeN|x=i(modj)} (3.1)
fori<jinN.
THEOREM 3.1. Let p,q € N with p < q. Then there exists A C N with P(A) =p/q.

PROOF. Notice that for all p,q € N, p < g we have

R <, m) <t (3.2)
a a

Therefore, P(A,/q) =limy o (CAW (n)/n) = 1/q by the Sandwich theorem. By Theorem
2.3,

. p
P(UAM) =7 (3.3)
i=1

|

We now use the decimal expansion of irrational numbers to construct sets of irra-
tional measure.

THEOREM 3.2. For any irrational v € [0,1], there exists a set A with P(A) = 7.

PROOF. Let the decimal expansion of v be 0.d d>d3 - -+ (e, ¥ = 372, d;i x 1070,
For k > 1, define

dk

Ak = UAiXIOk_I/IOk’ (34)
i=1
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where A;,jok-1/10¢ is constructed as in Theorem 3.1. Therefore P(Ay) = di x 107K,
Notice that A; N A; = D if i # j. Let A = Uiz A; and let € > 0 be given. Then for
some M e N, v —€ <0.didy---dpy <7v.Let By = UﬁlAi. Then By € A and P(By) =
0.d1d> - - - dy. Now for a given n, cg,, (n) < ca(n). Therefore, cp, /1 < ca(n)/n and

e <O.dids---da = P(By) = lim BT _jimjnp 400 (3.5)
n—oo n n—oo n
Similarly, there exists N € N with
1"<0.d1d2---(d1\7+1) <V +E. (3.6)

With
N-1 dan+1
By = ( U Ai) U ( U Aiwa-l/loN) (3.7)
i=1 i=1

we have A € By and P(By) = 0.d1d> - - - (dn + 1). For given n, c4(n) < cgy (n) and so
ca(n)/n <cpy(n)/n and

limsupM < lim Cay () _ 0.dvdy---(dn+1) <7 +e. (3.8)
N—o0 n n—o n

Therefore, for arbitrary € > 0 we have

rfe<liminf<M) slimsup(M) <r+e. (3.9)
n— oo n Nn—oo n
Hence

1iminf(CA(”)) =limsup<M) “1im A" poay — o) (3.10)
[ n n—oo n n-e N -

4. Discussion. Unfortunately, it is fairly easy to construct subsets of N which are
not measurable under our definition. We simply alternate the inclusion and exclusion
of larger and larger numbers of natural numbers. For example, define A; = {10272 +1,
10%-2 4+ 2,...,10%1} for i € N, and define A = |J;2; A;. Then for n = 10* where k
is odd, ca(n) = 9 x ZE’SD/Z 10%21-2 and for n = 10* where k is even, cs(n) = 9 x
Z’fﬁ 10%-2, If we restrict n to values in the set {n | n = 10X where k is odd}, then
limy . (c4(n)/m) = 10/11. If we restrict n to values in the set {n | n = 10* where k is
even}, then lim,,_.. (ca(n)/n) = 1/11. Therefore P(A) is not defined.

We would now like to return to the two envelopes problem and draw some conclu-
sions from the properties we have developed. We associate a value of n with set {n}.
If we calculate the expected value in envelope O using infinite sums, then we get

00 )

> iP({i}) = > 0=0. 4.1)

i=1 i=1

It is not surprising that we get this absurdity when taking an infinite sum, since we
have calculated probabilities without having the property of countable additivity. An
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alternative approach is to calculate a “cumulative expected value” and then take a
limit. That is, we can argue that the expected amount in envelope O is

}L@O(Z%xi)ﬁ@o(zi):%%(mgif):m. (4.2)

i=1

In this way, we calculate a limit of finite sums and never directly deal with an infi-
nite sum. Notice that this gives an infinite expected value for the contents of both
envelopes O and T, and the paradox is resolved. We therefore propose that, in the
setting of the two envelopes problem, probabilities and expected values be computed
as above.
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