Fair division in upgrading internet service.
[bookmark: _GoBack]Anthony and Susie are roommates and they are discussing upgrading their internet service to provide a faster speed. They currently have an internet connection, they both have access, but they have the opportunity to make it faster. Susie works from home and could really use the improved speed, so she is willing to pay up to $60 a month to pay for the improvement. Anthony is home less often, he would love faster speed for when he is home, but he would only pay $20 a month. Suppose the cost to upgrade the speed $50. How do you suggest the roommates to split the cost?

1) First, using the characteristic of a public good, explain why the upgraded fits the description of a public good if we are only considering these two roommates in this scenario.
2) Is upgrading the internet speed an efficient decision? Explain why or why not?
3) How do you suggest the roommates split the cost? Why?
A) Anthony $25 – Susie $25
B) Anthony $20 – Susie $30
C) Anthony $12.50 – Susie $37.50
D) Anthony $5 – Susie $45
E) Anthony $0 – Susie $50
4) Does Anthony have incentive to understate how much he is willing to pay for upgraded internet speed? Does Susie have incentive to understate how much he is willing to pay for upgraded internet speed? If their willingness to pay was different than what you were told, would it change your answer to 3)?

