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Research Questions
1. What are the key climate strategies that firms employ, and
through which mechanisms do these strategies affect firms’
financial and environmental performance?

2. What explains the variation in the performance outcomes of
corporate climate strategies?

Abstract: Since the Paris Agreement, firms have faced increasing pressure to reduce emissions and adopt sustainable practices, leading to a range
of climate strategies. This study reviews 64 high-impact journal articles, identifying three core climate strategies—governance, innovation and
technology, and external resource integration—along with nine underlying micro-level mechanisms. It also proposes a contextual heterogeneity
framework based on industry carbon intensity and firm capabilities to explain variations in firms’ financial and environmental performance under their
climate strategies. This research shifts the academic focus from whether strategies work to which conditions strategies work.

2. Environmental–Financial Performance Relationship
• Synergies exist: Climate strategies enhance efficiency,

reputation, and market opportunities [1].
• Trade-offs are also real. : Short-term costs may reduce profits

despite long-term value [2].
• Context-Dependence: The link between environmental and

financial performance is not linear. It can show U-shaped or
paradoxical patterns by performance, metrics, and perception [3].

1. Corporate climate strategy domains
• Governance Strategy- e.g. Environmental disclosure; incentives
• Innovation & Technology Strategy-e.g digitalisationn
• External Resource Integration Strategy- e.g. green M&A

Following PRISMA guidelines, 64 high-quality empirical studies
from 2016–2025 were collected, screened, and cross-validated
across multiple databases to ensure rigorous and unbiased
evidence synthesis.

(1) Strategic Transformers
Disruptive tech • Value-chain integration
→ Long-term gain, short-term cost
(2) Ecosystem Coordinators
Market influence • Governance alignment
→ Stable gains via efficiency & reputation

(3) Strategic Differentiators
Niche innovation • Reputational focus
→ Moderate best, over-investment hurts
(4) Strategic Compliers
Passive compliance • External assist
→ Low returns, possible “green penalty”

Abundant resources 
and capable firms

Resource-limited 
and capability-

constrained firms

“
From Pressure to Performance, Mastering 

the Mechanisms.
”

Shihui Liang is a first-year PhD student at the 
Dyson School of Design Engineering. Her research 
explores how firms respond to climate change 
through inter-organisational collaboration and 
strategic management.
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