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I study the relationship between the dynamics of ex-post negotiations and
incentives for ex-ante investments. 1 adopt three player noncooperative bargaining game where the
proposer is selected with equal probability after the investment decision. The proposer can choose
the group alliance immediately or individual alliances where the alliances are formed sequentially.
When the discount factor is sufficiently high, the alliances are formed sequentially on the
equilibrium and the option of individual alliances can provide incentives for cooperative
investments. When the discount factor is not high, the group alliance is formed immediately but
there are two cases about incentives. When the discount factor is sufficiently small, the option of
individual alliance has no effect on incentives. On the other hand, the option of individual
alliances plays a role of the threat for underinvestment under the intermediate discount factor and

can provide incentives.
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