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A system dynamic approach for exploring the effects of climate

change risks on firms' economic performance
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6. Discussion and conclusions

This paper develops a simulation model for examining the re-
lationships between climate change risk and firms' operations. The
dynamic model aims both to recognize the most vital variable of
the complex system of firms and climate change impacts and to test
a variety of scenarios in order to depict the potential evolution of a
firm's operations. The proposed model assists in strengthening our
understanding and offering a mental model to facilitate firms to
design, according to their needs, an evolutionary strategy to avoid
climate change risks. The methodology of this paper is based on
system dynamic ideas and the propositions development through a
case study research methodology.

The findings show that climate change physical risks are likely
to have a strong effect on the economic performance of firms since
they can increase the costs significantly. It is important to point out
that these impacts vary between sectors (the degree of vulnera-
bility) and can vary on the basis of the severity and the frequency of
the physical risks. There are sectors which are unable to operate
under current weather conditions (e.g. the ski industry) where the
decreasing of the tourist seasons has negative effects on total rev-
enues. The scenario here is based on the direct effect of extreme
weather events on the costs of firms.
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