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5 Conclusion

We consider a situation where a resource has to be allocated between different
groups whose members have either high or low valuation for the resource.
The (two) groups can either negotiate cooperatively or use conflict to solve
the allocation problem. We show that the incentives to negotiate or to go to
war depend on the ratios of high type members’ valuations. Specifically, the
situation is described as follows:

• When the valuation of high type members in one group is sufficiently
small compared to that of the other group, conflict will be optimal;

• For intermediate values of the ratio
θ2
H

θ1
H

the emergence of conflict/negotiation

depends on the internal composition of group 1. If high type members
constitute the majority then negotiation emerges, otherwise conflict is
optimal;
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