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Introduction 

Climate change has to become a significant consideration as there is a better understanding of the 

issue of climate change among capital providers and its potential impact on the opportunities and 

material risks to the business organizations, in short, medium, and long term periods. In this 

scenario, can no longer be observed as a separate business process, reporting channels, or functions 

posing challenges and opportunities for the profession of accountancy. The organizations have 

been looking forwards to the accountants and professionals of financial management to provide 

their expert opinions on incorporating issues of climate change (ACCA Global, 2021). 

There is a continuous surge in business enterprises to accommodate the needs of customers as an 

element of the business strategies. Many organizations have been reacting to the needs of 

customers by authorizing the supporters of the organization to come up with effective alternate 

choices for the achievement of competitive advantage compared to the other organizations in the 

market. Financial management is an element of promoting and realizing the sustainability and 

development of the organization. For example, accounting management is an instrument for 

analyzing the pace of progress of organizations and its propinquity to the achievement of expected 

results within a given period. Financial management, therefore, has become a significant 

framework in transforming the basics of business organizations for attaining more profits. 



According to AlFalahi & Nobanee (2019), financial management leads to effective practices 

considering the allocated expenditure and current income within the organization. 

Nobanee & Ellili (2016) argues that financial management acts as a necessary component while 

planning for the attainment of profits and objectives of the business. Therefore, the finance 

managers of the organization apply recommended efforts and skills to reduce the expenditure and 

costs while trying to increase profits. However, this may not be achieved if the organization fails 

to adopt correct measures and standards to improve its operations. 

This report is going to analyze the financial management of climate change by discussing the 

financial management of sustainability and development of the organizations. The report is going 

to follow a chronological approach by analyzing the previous literature reviews relevant to the 

issue and will reach the final conclusion after research analysis and detailed discussion. There are 

a lot of scholars that have explained the effectiveness of financial management in motivating the 

organizational profit margins. There are few research studies promoting the management concept 

as a tool to promote sustainable development of business. 

Financial Management 

Before linking financial management with other aspects, it is important to analyze what financial 

management is. Financial management is an area extracted from the finance of an organization. 

There are particular studies that have used the term corporate finance to indicate the finance of the 

business. However, the finance of an organization is a relatively deeper concept than corporate 

finance as it involves acknowledgment, the business of the company, partnership, and sole 

proprietorship. Corporate finance, on the other hand, limits corporate finance and forms a rationale 

for financial management. For the attainment of efficiency in the finance of an organization, 

excellent financial management is always required (AlShamsi and Nobanee, 2020). 



Presber (2011), on the other hand, argued that financial management is nothing more than the 

responsibility of corporate finance to manage the issues of corporate finance including assets 

acquisition and their management, getting financial resources, and optimizing the wealth of the 

stakeholders of the organization. Considering this, proper financial management is a necessity as 

it helps in regularizing the plan of organizations. This may include the management of cash flow 

of organization or effective governance of discourse of financial management for better 

management of the productivity of organization for future. 

A perfect model of financial management placed is fundamental for the business organization and 

its survival in case of a newly opened business that requires to enhance liquidity corporate financial 

management, therefore, must be evolved for accommodating the most important needs of the 

organization. Ekpo, Etukafia & Udofot (2017) discussed a scenario that a developing organization 

needs to adopt a proactive financial management approach and implement the financial 

management processes within accurate capabilities. Zhang & Chen (2017) analyzed that financial 

management can be applied to the routine management of the strategic planning business, 

Considering these facts, corporate managers are required to identify the needs of business for 

growth while ensuring the presence of desired financial skills to activate the sustainability of 

business in the current environment as well as in future. 

Sustainable Disclosure of Reporting and Shared Value of Organization 

For the past two decades, the sustainability disclosure of organizations was overlooked as a 

voluntary venture. In the current environment, business organizations are diverting from elective 

disclosure as stimulated by external forces of the business organization. Day et al. (2019) discussed 

the legitimacy theory considering that the business organization needs to participate in voluntary 

environmental and social activities if they look forward to getting accepted by society. The results 



found that the legitimacy theory protects the perspective of risk of external pressures to the 

organizations to make sure that their practices are in line with the standards of conservation and 

environmental pressure as a road to get legitimacy and acceptance. 

Economics (2017) in its study analyzed that the sustainability of the environment is an expressive 

tool of the liquidity in long run and more than average returns to the stakeholders of the 

organization. The practices of corporate leadership incorporating crisis and risk management, 

talent recruitment, financial management, and retentions, agreed to the ethics and share value of 

the organization. For Example, the AL Ghurair Group of India took part in providing free 

healthcare services to the members of the community which enhanced the fame of the organization 

in UAE and leads to increased revenues. Therefore, corporate governance promotes economic 

viability, economic quality, and profitability. 

Al Breiki & Nobane (2019) in their research analyzed that the organizations with weak or unclear 

policies regarding the environmental performance issue struggle with social and political pressure 

in most of the cases which also negatively impact the legitimacy of the organization. In such 

situations, the organizations have been shifting towards positive disclosure of environmental issues 

in the situation of presenting the report to the stakeholders yearly. For instance, Dana Gas increased 

its revenue by taking to initiate sponsorship for disadvantageous students. A deep analysis of the 

initiative shows that the depending on external forces of finance contrite the organizations to adopt 

environmental disclosure practices as a road to obtain funds from external suppliers. Due to this 

reason, the organizations involved in the stock exchange submit daily ecological reports to enhance 

the capacity for catching external capital for making the operations of business running. 



Sustainability Challenges to Financial Decision and Major Value Drivers 

There are a lot of businesses that have accepted the importance of sustainability still there are 

plenty of organizations that are not maintaining sustainability in their routine operations. Razaee 

(2018) found that there is a significant disconnection between accepting the challenges of 

sustainability and the process of operations of organizations. An important factor that has been 

impacting sustainability issues is capital budgeting. It includes the decision and desire to promote 

the image of the organization within the boundaries of the financial limit of the organization. 

According to Berk (2012), capital budgeting is accumulated under the roof of sustainability risk, 

mostly in case of inspiring sustainability issue of organizations. Ekpo, Etukafia & Udofot (2017) 

analyzed that financial decisions need to consider the long-run development strategies of the 

organization. 

The ability to control the working capital of organizations is connected with the sustainable 

development and growth of the organization. The application of related sales policies of the 

organization willing to generate cash flows for the management of the process of the organization 

ultimately results in increasing profit margins (Linnerooth-Bayer & Hochrainer-Stigler, 2015). 

According to Al Hammadi & Nobanee (2019), the operating WC involves varying parameters of 

corporate adjustments to the operating and financial conditions. For example, the growth of sales 

and costs relevant to the external finances may drop the organization into considering missions to 

enhance the standards of capital management. 

Corporate Sustainability Risks and Opportunities 

In the area of financial management, uncertain risks establish the way of leading another business 

while considering the sustainability of economic growth, safeguarding the value of the share for 

stakeholders, and maintaining the organizational returns. Al Hammadi & Nobanee (2019) analyzed 



the requirement to define the suppression of sustainable risks of the organization that lies within 

the verge of the officer of financial risk. In a response, sustainable organizational risks are required 

to be taken care of as the basic elements of financial management. In the early days, risk 

management included concentrating on important risks. 

There are different measures created at different times to help in the process of integrating 

sustainable risk management (Ellili & Nobanee, 2017). The variables used to measure the market 

risks of the organizations that are socially responsible consider risk as a controllable factor. 

Additionally, the risk measures for certain and uncertain risks are identified in a unique ratio 

fluctuating from probability to liquidity. The sustainable managers of an organization are desired 

to communicate with the financial managers for the achievement of desired competitive advantage 

by reflecting on the parameters of sustainability to surpass competitors of market financially. 

According to  Fonseka, Ramos & Tian (2012), sustainability demands corporate management as a 

whole that includes representatives from different departments of the organization that must 

synergistically accept the concepts of sustainability and functions to overpower the probability of 

occurrence of the risk. 

A considerable urge and spirit for growth are required for a firm to carry the functions and struggle 

well for the achievement of competitive advantage and market share. The rate of sustainable 

growth means the percentage of growth in sales that is achieved depending on the operating debt 

ratios and dividend payout. A significant correlation has been found between the actual rate of 

growth of a company and sustainability (Costa et al., 2016). 

Association between financial management of climate change and labor productivity 

Climate change has been adversely impacting the weather conditions that have been impacting not 

only the physical wellbeing of the working environment but also pose serious health-related issues. 



There are occupational health issues that are regarded as a major generator of issues in organization 

and require the implementation of effective strategies to make sure the protection of employees 

from high temperature and humidity that are likely to leave adverse impacts on the health and 

productivity of employees (Dangelico & Pontrandolfo, 2015). 

There are changes in the climatic conditions globally as the relative humidity and surface 

temperature have been increasing making extreme ad intense heat waves. The allocation of finance 

to the climate change is likely to reduce the impacts and its management will make sure the 

inculcation of a contented working environment that will ultimately enhance the productivity of 

labor (Moroney, Windsor & Aw, 2012). The allocation of the financial pool is needed to reduce 

the intensity of heat by minimizing the work intensity of employees or by enhancing the short 

breaks and frequency. Some of the causes of low productivity of employees are found to be adverse 

humidity of the environment, intense heat waves, air circulation, and temperature. The adverse 

environmental disorder causes the organization increased economic costs in monetary terms along 

with reducing the productivity of labor (Carnicer & Penuelas, 2012). 

According to Amidu and Issahaku (2018), International Standards Organization has clearly 

explained some measurable standards to protect employees from adverse environmental issues at 

the local level. It is also important to analyze potential dangers caused by climate change to the 

productivity of labor as it constitutes the signs towards financial allocation allocated to limit the 

excessive losses faced by the organization. As the management of corporate finance thinking 

investing in areas that optimize revenues directly or indirectly, the mitigating and prevention 

measures to climate change are one of the key areas that impact the productivity of labor. 



Discussion 

Based on the analysis of literature extracted from the past literature reviews considered the similar 

issues, it can be noticed that the organizations involved in sustainability coordinated through 

sustainable investment, legislative, and corporate management pressures along with the 

sustainable practices shows the high chances of improving and elevating the financial 

performances. Therefore, to achieve sustainability within the organization, a whole procedure is 

needed that is linked with the complete support for the organization including the subordinate and 

junior staff. 

The stakeholders of the organization get their inspiration and then conceive sustainable 

performance efficiently given that they hold the information of the achievable objectives of the 

business (Ekpo, Etukafia, and Udofot, 2017). This study aimed to review the financial management 

of climate change by analyzing the setbacks in chasing the realization of disclosure of the 

organization’s shared values and sustainable reporting. However, it is important to access a pool 

of funds to implement and adopt sustainability practices. The effective frameworks of financial 

management are important to enhance the productivity of an organization while managing the 

probability of financial risks (Székely and vom Brocke, 2017). An organization is regarded as a 

sustainable corporation through publishing its sustainability reports. As a result, the sustainability 

reports publication acts as the foundation of the shared values of business and community. 

Considering budgeting as an element of sustainable financial management, the report has found 

that the decided budget for the sustainability practices can be failed to increase benefits for the 

organization. Fonseka, Ramos, and Tian (2012) found that unsustainable matters result in liability 

and lawsuits, therefore, encouraging more debts while reducing the face for fresh debt as told in 

the capital budgeting. 



In support of the perspective of Weber (2017) that the organizational sustainability and risk 

opportunities are exposed as strategies that influence the multiple financial domains of an 

organization, the results indicated that the overall influence generates from sustainability risks are 

important for the functioning of the organization. Considering this, it can be said that there is a 

direct relationship between corporate sustainability and risk management of the organization. 

Therefore, effective financial management is likely to motivate sustainability practices within 

organizations as they provide basic financial resources needed to invest in corporate sustainability. 

The findings of the report further indicate that the maintained financial management results in the 

sustainable future of the organization (Fonseka, Ramos, and Tian, 2012). The findings have further 

indicated that how climate change is impacting the productivity of labor within the organization 

and how financial management is required in the organization to provide better working conditions 

to reduce the impact of climate change. The financial management of climate change in this aspect 

is found to positively impact the productivity of labor. 

Conclusion 

This report aimed to analyze the financial management of climate change by considering the 

implementation of sustainability practices within organizations. The increased dependence of the 

businesses on sustainability practices is the key towards increasing the correlation and the value 

of the business in the future. The study has used the qualitative approach for analysis purposes and 

lead towards the financial management of climate change by analyzing the sustainability practices 

of organizations. The study has found that financial management plays an important role in the 

implementation of sustainability practices within the organization. It is also found that climate 

change has been negatively impacting the well-being of employees and is affecting productivity 



as a result. The pool of financial resources through financial management can help in resolving the 

issues of climate change that would then positively influence the productivity of employees. 
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