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		Abstract

		We discuss recent developments in real options theory and its applications to strategic management research, examine the potential difficulties in implementing real options in theory and practice, and propose several areas for future research. Our review shows that real options theory has provided substantial insights into investment and exit decisions as well as into the choice of investment modes. In addition, extant research studies have contributed significantly to our understanding of whether and how organizations can benefit from real options. Future research that addresses difficulties in applications will further advance both real options theory and practice in strategic management. We call for future generations of research to enhance the impact of real options as an emerging dominant conceptual lens in strategic management. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Real options, uncertainty, investment decisions, governance, and performance

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Li,  Yong and James,  Barclay E. and Madhavan,  Ravindranath and Mahoney,  Joseph T., Real Options: Taking Stock and Looking Ahead. Advances in Strategic Management, Vol. 24, pp. 31-66,  Available at SSRN: https://ssrn.com/abstract=1138464
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Yong Li (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Nevada, Las Vegas  ( email )

			

			
			
				
				
				
					4505 S. Maryland Parkway
Las Vegas, NV  89154
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Nevada, Las Vegas  ( email )

			

			
			
				
				
				
					4505 S. Maryland Parkway
Las Vegas, NV  89154
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Barclay E. James

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Illinois at Urbana-Champaign - College of Business  ( email )

			

			
			
				
				
				
					Champaign, IL  61820
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Ravindranath Madhavan

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Pittsburgh  ( email )

			

			
			
				
				
				
					Katz Graduate School of Business
236 Mervis Hall
Pittsburgh, PA  15260
United States
412-648-1530 (Phone)
412-648-1693 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.business.pitt.edu/faculty/madhavan.html
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Joseph T. Mahoney

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Illinois  ( email )

			

			
			
				
				
				
					1206 South Sixth Street
339 Commerce West
Champaign, IL  61820
United States
217-244-7969 (Phone)
217-244-4102 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      149

			

		
		
		
			Abstract Views

			    1,666

		

		
		 
		
			Rank

			  356,640

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       98 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Valuation, Capital Budgeting & Investment Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Valuation, Capital Budgeting & Investment Policy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,661

                                    

                                    
                                        PAPERS

                                           11,530

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        How Buyers Cope with Uncertainty When Acquiring Firms in Knowledge-Intensive Industries: Caveat Emptor

                        
                            By
                                
                                
                                    
                                    Russell Wayne Coff
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        International Joint Ventures and the Value of Growth Options

                        
                            By
                                
                                
                                    
                                    Tony W. Tong, 
                                    
                                
                                    
                                    Jeffrey J. Reuer, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Adverse Selection and M&A Design: The Roles of Alliances and Ipos

                        
                            By
                                
                                
                                    
                                    Roberto Ragozzino
                                     and 
                                
                                    
                                    Jeffrey J. Reuer
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Firm and Industry Influences on the Value of Growth Options

                            
                                By
                                    
                                    
                                        
                                        Tony W. Tong
                                         and 
                                    
                                        
                                        Jeffrey J. Reuer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real Options Theory and International Strategy: A Critical Review

                            
                                By
                                    
                                    
                                        
                                        Jing Li
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Flexibility Versus Commitment: MNEs' Ownership Strategy in China

                            
                                By
                                    
                                    
                                        
                                        Jing Li
                                         and 
                                    
                                        
                                        Yong Li
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.097 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

