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Abstract

This paper reviews the fundamental principles and classifications of real options theory. It exam-
ines the core foundation of the theory—uncertainty, and how real options provide insights for man-
agers in balancing commitment with flexibility, as well as competition with cooperation. It demon-
strates how real options uniquely address fundamental issues in strategy. Managers face choices
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such as competition or cooperation, and therefore adopt three different real options analysis meth-
ods for effective supplementation. Enterprises choose projects with higher uncertainty in invest-
ment, allowing multinational corporations to leverage their flexibility to mitigate downside risks
amidst both endogenous and exogenous uncertainties.
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