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PREFACE

Global organizations have had to radically change their behaviors and dynamics due to the
impacts and effects of the COVID-19 pandemic. Sustainable Management in COVID-19
Times addresses these changes. This book also speaks to attaining or maintaining sus-
tainable management during and after the COVID-19 pandemic.

The main theories of international business (Chapter 1) are presented so that
researchers, teachers, and students can take them into account and investigate their effects
during the COVID-19 pandemic. Another relevant topic covered in the benefits that have
been achieved through smart cities is the protection of citizens against COVID-19 (Chapter
2). Note that the development of smart cities is increasingly promoted globally, although
there are various administrative, legal, and technological requirements for and challenges
to their implementation.

Recreation-related activities are affected by the pandemic, as is the tourism and hos-
pitality sector, and these areas are addressed (Chapter 3). In the postpandemic period,
companies need to reactivate sustainable management in a manner that helps them resume
their business operations. Also, it is important to recognize the efforts regarding sustain-
able urbanization and the critical role that cities can have in contributing to achieving the
Sustainable Development Goals of the United Nations (Chapter 4). The impact of digital
transformation on the sustainability of international business is described (Chapter 5).
These education initiatives are relevant to STEM education and the various components
that constitute it (Chapter 6).

The entire global recovery from the pandemic involves initiatives focused on numerous
areas, and many of these are addressed in this book. The areas covered include food
(Chapter 7), energy management (Chapter 8), and changes in labor dynamics and the
profound change based on teleworking (Chapter 9). Also covered are changes in tourism
(Chapter 10 and 11), the resilience policy to revive the tourism sector (Chapter 12), and
entrepreneurship in hospitality (Chapter 13). Finally, cultural content (Chapter 14) and
reflections on education based on the SDGs (Chapter 15) are examined.

Sustainable Management in COVID-19 Times undoubtedly develops diverse content
that can help business develop during and after the COVID-19 pandemic. This book can
also foster future research, giving rise to global and regional business management ana-
lyses in a unique scenario such as the COVID-19 pandemic. It is hoped that readers can
take advantage of the various approaches presented to generate development plans and
business strategies that have the Sustainable Development Goals as a programmatic axis,
emphasizing specific sectors and describing the quality standards required at the business
level to ensure the quality of the services provided.

Aldo Alvarez-Risco
Marc A. Rosen

Shyla Del-Aguila-Arcentales

xv
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Romina Gómez-Prado, Aldo Alvarez-Risco, Jorge Sánchez-
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Botton, Luigi Leclercq-Machado, Sarahit Castillo-Benancio,
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and Shyla Del-Aguila-Arcentales*

ABSTRACT

In the academic field of business management, several potential theories were estab-
lished during the last decades to explain companies’ decisions, organizational behavior,
consumer patterns, and internationalization, among others. As a result, businesses and
scholars were able to analyze and decide based on theoretical approaches to explain the
current conditions of the market. Secondary research was conducted to collect more
than 36 management theories. This chapter aims to develop the most famous theories
related to business applied in the international field. The novelty of this chapter relies on
the compilation of recognized previous research studies from the academic literature and
evidence in international business.

Keywords: Circular economy; international business; stakeholder; consumer
behavioral theories; competitiveness; market; sustainability; competitive advantage

INTRODUCTION
The opening of international markets generated by the increase in free trade agreements
has resulted in the facilitation of internationalization from developed and developing
markets (Kim et al., 2010), unlike in past decades (Baier & Bergstrand, 2007). Also,
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theories examining international trade have emerged (Strange, 2020). These provide those
companies that are already internationalized or in the internationalization process to
evaluate, develop optimal and customized strategies concerning the industry in which they
are developing, or even be aware of the caveats before executing a project (Pomfret, 2015).

In turn, globalization has changed the interaction of companies, precisely due to the
development of different internationalization processes (Rezende & Versiani, 2010; Rueda
Galvis, 2008), which are necessary to understand to carry out the expansion of a company;
therefore, stakeholders must be aware of the various theories that seek to explain the
internationalization of companies (Cardoso-Castro & Chavarro, 2007; Ramos-Barrera,
2020). The usefulness of theories is also seen in business management and other scientific
disciplines (Eriksson-Zetterquist et al., 2021).

Theories seek to provide a broad scientific understanding through systematized struc-
tures responsible for making explanations or predictions about phenomena (Hunt &
Arnett, 2003). Many theories have been developed, and in an ever-changing world, it is
argued that new ones may emerge to expand new areas of international business that have
not been investigated (Cuypers et al., 2022). In the same way, there is a need to increase the
competitiveness of countries following the breakthroughs of generation. Innovation and
new technologies enable companies to achieve a competitive advantage (Porter, 1991). The
usefulness of such research stems from the centrality of management theories. They are
used as instructional guides to organizational goals; in contrast, misapplication implies a
myriad of variabilities that symbolically affect the firm (Pfeffer & Salancik, 2003).

GAME THEORY
Game theory is probably one of the best known economic theories, where it seeks to find
reason in any area of life, whether at a personal or work level, among others. This theory
aims to study the interrelationships between two or more individuals by applying the
variety of tools provided by this model and available to the user, for example, dispute
resolution, negotiation rounds, and others (Restrepo, 2009). Human behavior is conceived
by formulating strategies channeled at one’s discretion, affected by the environment or
even the person himself, to achieve his goal (Binmore, 2007; Restrepo, 2009). Human
conscience also plays a vital role as it is a rational thought that can be justified. Therefore,
there is a reason for its actions. Common sense may act inherently, but it may not always
work. Conclusion: there are causes such as lack of knowledge of the subject, misinter-
pretation of the situation, and extraordinary events that do not allow the achievement of
the objective (Restrepo, 2009).

This theory does not seek to deduce human behavior but rather to explain it since the
reaction of an individual can be very ambiguous, as well as the reaction of his counterpart.
Everyone has the free choice to decide to act, either before, during, or after the other person.
There are simultaneous games, where the reaction of both parties occurs synchronously, as
well as sequential games, where one reaction is causal to the next (Binmore, 2007).

The interaction between two human beings as a game so that the decision taken by one
of them can lead to success or failure; based on this, the optimization of the correct
decision-making must be achieved since, in scenarios such as economic policies, multi-
nationals, or governmental decisions, a wrong decision can be highly detrimental. It is
emphasized that this theory cannot solve problems or predict behavior; however, knowing
the critical points of game theory allows the person to formulate a better approach for the
given objective (Restrepo, 2009). Along the same lines, game theory can be applied in
decisions such as the sales policy of a company, where the manager himself must channel
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the best option to be taken based on the resources he has, the positioning he manages, the
company’s own culture, among others. In this sense, a series of guidelines are formed on
what would be the ideal decision. On the other hand, there is also the example of dishonest
audits, where the accountant must choose, within his reasoning, whether the best option is
to defraud or perform his work (Binmore, 2007; Restrepo, 2009). All are based on a single
purpose: to design genuinely effective policies for their objectives. On the other hand,
Gutiérrez-Montoya (2012) mentions the basic assumptions of game theory:

(1) Complete knowledge of the basic assumptions by the users who, rationally, oscillate to
the highest possible benefit.

(2) There is a cost–benefit relationship between what you choose to do and what you give
up for it.

(3) The so-called “game turns” refers to when players choose their ideal option.
(4) There are “games” of one turn, multiple turns, or all against all.
(5) Primary objective: to analyze the various situations to find an integral answer accepted

by all.

In addition, Bernard (1954) highlights intuition, reasoning, imagination, and empathy
as values necessary to perceive a broader solution of policies and game strategies
(Restrepo, 2009). Without this, it is improbable to reach a mutual agreement, also called
Nash Equilibrium. We understand the Nash Equilibrium as the middle ground among all
participants, the best possible alternative that satisfies many needs. Currently, this equi-
librium is reached when the parties have full knowledge of the motivations and needs of
their counterpart, to the point of matching an ideal alternative or through a cyclical
process of trial and error until reaching a favorable outcome for both (Binmore, 2007;
Monsalve, 2003). The most popular game theory example is the Prisoner’s Dilemma case.
In this fictitious case, the Police have two suspects of a crime; however, there is insufficient
evidence to sentence them. Therefore, they separate them to offer them special treatment if
they cooperate with justice. In this deal, they explain the years they could spend in jail if
can cooperate and the years they would spend if the other partner confessed before them,
and there is a lower penalty if both decide not to cooperate, as shown in Fig. 1.

In this case, there is a conflict of interest between the parties involved, where they must
decide which would be the best option to choose. None of the defendants has had the
opportunity to talk to the other to coordinate a strategy. Therefore, they must symbolically
decide that does not affect them even though they know that the other may make a selfish
decision and decide to save themselves. Nash Equilibrium is presented as the lower right
quadrant, being the best option for the suspects, but since they do not know the other
person’s response, there is no way of knowing if their counterparts do not confess. Game
theory is a handy tool, not necessarily easy to apply, but it provides the necessary
guidelines to reach the best possible alternative.

Fig. 1. Numerical Representation of the Prisoner’s Dilemma. Source: Based on
Binmore (2007).
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CONTINGENCY THEORY
Contingency theory was born out of a critique of the classical business model where
companies conformed to a single operational model without considering various
extraordinary situations that would put their sustainability at risk and the inability to
respond to them. Contingency theory urges companies to take a broader approach, where
resources are vital in adapting to different environments (Scott, 1981). It defines the
organization as a system of subsystems of variables interconnected to variables such as
policies, management techniques, and practices, among others, to achieve organizational
goals and objectives. It explains that these must be by external and internal environmental
factors. External environmental factors are understood as those variables that do not
belong to the organizational system but still affect the company, such as, for example, the
legal regulations of the country of origin. On the other hand, internal environmental
factors affect the firm’s organization, such as internal statutes (Luthans & Stewart, 1977).

Another important fact is to specify specific and general environmental variables. The
specific ones are directly and symbolically affected, while the general one indirectly affects
the organization (Luthans & Stewart, 1977). Among the most common examples of
general environmental variables, we find the political, economic, social, technological,
ecological, legal, and other aspects, while in the specific ones, we find stakeholders such as
consumers, suppliers, and competitors, among others. The organization’s restructuring is
due to the need to face the challenges of an increasingly demanding and rigorous market.
The contingency approach identifies and develops functional relationships between envi-
ronmental, management, and performance variables, which are more rigorous and
demanding, although generically situational in orientation. In contrast to applying such a
model, many companies have opted for a purely situational approach, dedicated to the
interim resolution of specific problems, but do not develop a comprehensive framework
that universalizes different contingency mechanisms (Luthans & Stewart, 1977).

While the contingency approach is emerging as the most exemplary, several authors
maintain that the situational approach is preferred. They point to some skepticism in
implementing the contingent model, arguing that the firm’s circumstances should deter-
mine the ideal structure model at a given time (Luthans & Stewart, 1977). According to the
above, general environmental variables are highly relevant in the constitution of a con-
tingency approach and internal and external environmental factors in synchronization with
environmental variables, as shown in Fig. 2.

The contingency theory presents a practical benefit by providing a framework of
improvement for any company to act against a classical model that is obsolete in
competitive markets. While there is no universal model for all companies, each one must
explore in search of a model adaptable to the capabilities it possesses (Tarter & Hoy, 1998).

COMPETENCE-BASED THEORY
Competency-based theory is a mechanism that encourages a company’s strengths to turn
them into competence. A key point in developing this theory is the efforts made in mar-
keting to make the firm more productive than its total operating units (Chandler et al.,
2009). It is understood that such marketing skills better position the firm to hone its skills
until they create competitive advantages (Hamel & Prahalad, 1989). Due to competi-
tiveness in today’s context, a world with vast resources and immersed in globalization,
dynamism in companies is vital further to develop competencies (Freiling et al., 2008).
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According to Backhouse et al. (1999), the complex core elements of the competence-based
theory include:

(1) HC1: Individualistic methodology (individual decision-making power)
(2) HC2: Subjectivism among economic actors between their capabilities and limitations
(3) HC3: Importance of time
(4) HC4: Irreducible uncertainty
(5) HC5: Individual as a “man actor.”
(6) HC6: Predictable outcome or scarcity of outcome

The competence-based theory looks after the entrepreneurship and capabilities of the
company’s employees to exploit the company’s most valuable resource. The way to define
the company’s boundaries is through the individual’s competencies or the group itself
(Hodgson, 1998). Penrose (1995) explains that, just as staff training increases business
competitiveness, the organization acquires greater competence by possessing resources that
provide them with new knowledge and incorporating it into their operations. Likewise, the
same author stresses that the company must be a facilitator of productive resources beyond
being an administrative office.

On the other hand, renowned authors such as Adam Smith have specific appreciations
of the theory based on competition. In his book, Smith (2015) mentions that the individual
can specialize in increasing his capacity and the company (Hodgson, 1998). Frank Knight,

Fig. 2. Contingency Theory. Source: Based on Luthans and Stewart (1977).
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for his part, introduces the variable of uncertainty in the analysis of organizations
(Hodgson, 1998). Also, Hodgson (1998) mentions the elementary characteristics of the
modern competency-based approach:

(1) Trial and error as endogenous learning. Unlike static and equilibrium approaches, this
type of learning believes in a developmental process.

(2) Recognition of radical uncertainty and other problems associated with information
and knowledge.

(3) Recognition of implicit knowledge and the management of the organizational
structure.

(4) Recognition of learning and the implicit nature understand that not all organizational
tasks are contractible.

Hodgson (1998) also distinguishes between knowledge and information, the former
being more complex to obtain, through processes of inquiry and cognition. This approach
to competence places a high value on the journey before obtaining knowledge.

REAL OPTIONS THEORY
We understand a real option as the total freedom of right to take future action, sell a
property, or join a company. Logically, any business decision inevitably involves some
degree of uncertainty: depreciation of the share, devalued real estate, and unprofitable
strategic alliances, among others. The natural option allows you to premeditate the final
decision, which must go through data collection and rectify whether the acquisition, sale,
alliance, or other large-scale operation is viable (Chi et al., 2019; Trigeorgis, 1996).

Fundamental options theory focuses on the ideal management of uncertainty in a firm’s
operations, where risk minimization can be chosen and taking advantage of such a situ-
ation vis-à-vis competition and serving consumers. Decision-making is adjusted to quan-
tify variables that substantially affect or do not affect the company’s decisions which are,
however, an impediment to taking advantage of the potential offered by real options
theory for handling market complexities (Li, 2007). Although its application in the markets
is recent and is somewhat skeptical precisely because of its degree of uncertainty, real
options theory has the necessary tools to be a pillar in strategic management, enriching
with excellent knowledge in the business agenda, as well as better perspectives of economic
indicators and the financial markets (Trigeorgis & Reuer, 2017).

For the initial analysis of the application of real options, Trigeorgis and Reuer (2017)
propose a series of steps for the analysis and then the application of the model:

(1) Problem structuring: Representation of the problem structure, having key points such
as suggested decisions, timelines, linkages, main uncertainties, and value drivers. The
use of the decision tree is suggested to understand the problem landscape, its char-
acteristics, and the interrelationship between solutions.

(2) Valuation and modeling: Estimating the cash flow to be allocated by collecting input
data. The analysis consists of an option valuation model to know the operation’s Net
Present Value (NPV).

(3) Implementation planning: Once the project’s feasibility has been calculated; man-
agement needs to develop a strategic plan for its implementation, which must specify
the parameters, conditions, and procedure, among others.

6 ROMINA GÓMEZ-PRADO ET AL.



Likewise, the author above explains the business decision’s main complications con-
cerning the Theory of Real Operations. Among these, we can find the portfolio of multiple
choices to be made, how uncertainty from multiple sources affects the reaction of
competition, or the effects of learning (Trigeorgis & Reuer, 2017). Along the same lines, it
is necessary to define the type of uncertainty the firm is exposed. Li (2007) classifies them
into two types:

(1) Exogenous uncertainty is a type of uncertainty that is unrelated to the firm’s actions,
where they can symbolically damage the firm. The most common example of exoge-
nous uncertainty is the macroeconomic environment of a country.

(2) Endogenous uncertainty involves the firm’s internal agents, such as consumers or
competitive conditions, where there must be a quick response from the firm to mitigate
such uncertainty.

The Theory of Real Operations can help in structuring better decision-making of the
company by managing the uncertainty it possesses. McGrath (1999) and Trigeorgis (1996)
highlight ways in which Real Operations can motivate decision-making:

(1) Given the estimation of the incremental value of the option through uncertainty, many
entrepreneurs are convinced to take the risk because of the high projection margin it
promises.

(2) It proposes that the company’s investments maintain or improve capital in the event of
uncertainty.

(3) It encourages investments with a flexible decision option so that the decision can be
reconsidered in an unfavorable scenario.

(4) Encourages low-cost and progressive investment, as the risk taken would be better by
diversifying capital across different sectors.

In recent years, the momentum and implementation of Real Operations have been
increasing, mainly due to the drive of international businesses to take advantage of its
benefits. The model continuously looks for potential opportunities despite the uncertainty
it reflects because that is the essence of the model: to innovate in handling extraordinary
events to create real options (Li, 2007).

STAKEHOLDER THEORY
The stakeholder theory has provided a relevant and valuable perspective in business studies
focused on different areas (Chowdhury et al., 2020; Fassin et al., 2017; Tran et al., 2020).
This stakeholder approach was initially proposed by Freeman (1984). He mentions that it
is necessary to consider the needs, demands, and interests of external groups or, as he
called them, the “stakeholders” instead of just looking after the needs of the company’s
shareholders to achieve good strategic management.

From the above, some essential ideas emerge and are crucial to understanding this
theory, starting from Freeman (1984) approach to networks made up of relationships
between the different stakeholders of an organization, for which this author defines a part
interested as any individual or group of people who are affected by the decisions and
achievements of the corporation. Fig. 3 shows the variety of stakeholders that have a
relationship with a company, such as employees, suppliers, and customers. Very different
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groups such as environmentalists, the media, local community organizations, and even
consumer advocates were identified (Freeman, 1984). However, these also hold link with
the firm.

The second key consideration deals with creating value for each stakeholder by com-
pany managers. This task aims to seek the union and alignment of interests of all interested
parties, find common interests that can be satisfied in a short time, and more efficient
results are obtained. Third, the integration argument applies, which explains that business
decisions must include benefits and ethical values. A business is carrying out an activity of
value for each interested party. Finally, the theory’s central idea is to form a company
from the interested parties, collaborating under the same goal: to seek more than generate
economic benefits (Hörisch et al., 2020).

Along the same lines, Clement (2005) determines five lessons of great importance
originating from the stakeholder model to have better business performance (Clement,
2005) and counteract the destructive behaviors occurring in the business world.

During the last years, after having gone through the review and improvement of several
management researchers and the evaluation of experts in the business field, the following
lessons are raised:

(1) Corporations are facing increasing pressures to respond to their stakeholders.
(2) Corporations have access to a legal basis to respond to various stakeholder groups.
(3) Managers are leading corporations with different perspectives who are not limited by

the principles of their professions.
(4) Corporations respond to influential stakeholders who make reasonable, fair, and

compelling claims.
(5) Corporations can improve the bottom line by responding to stakeholder concerns

(Clement, 2005).

In addition, it is highlighted that, in the international arena, this theory can help address
business and social issues that lead to better decision-making in the strategic management
of organizations (Clarkson, 1995; Harrison et al., 2015). Therefore, the application of the
stakeholder model turns out to be substantial for the development of scientific research

Fig. 3. The Stakeholder Model. Source: Based on Freeman (1984).
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