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Abstract: Bitcoin’s rise as a decentralized digital asset has been accompanied by serious concerns over 

its environmental impact. This paper examines Bitcoin’s energy consumption, carbon emissions, and en-

vironmental footprint from a financial management perspective, emphasizing the implications for ESG 

risk, capital allocation, and sustainability disclosure. Employing a structured literature review, this study 

synthesizes 2023–2024 research on Bitcoin’s environmental damages and evaluates technological and 

policy mitigation strategies. Findings show Bitcoin’s annual energy use exceeds 130–175 TWh, contrib-

uting to over 90 MtCO₂ emissions, with substantial reputational and financial risks for firms involved. 

Policy responses including bans, taxation, and mandatory disclosure are shaping the crypto ecosystem. 

From a financial standpoint, Bitcoin’s sustainability performance increasingly affects investment access, 

cost of capital, and long-term viability. This research urges financial managers to actively mitigate and 

disclose crypto-linked environmental risks. Building on these findings, the paper further highlights how 

Bitcoin-related environmental externalities are no longer peripheral issues but have become material fi-

nancial risks that must be integrated into strategic decision-making. Institutional investors, lenders, and 

asset managers are increasingly incorporating climate-related metrics into portfolio evaluation, thereby 

intensifying scrutiny of crypto-exposed firms. The study also discusses how ESG-oriented regulations and 

global climate commitments amplify pressure on financial institutions to reassess their exposure to energy-

intensive digital assets. Moreover, advances in renewable energy adoption, efficiency improvements in 

mining hardware, and shifts in consensus mechanisms are evaluated as partial mitigation pathways, 

though their financial feasibility remains uneven. 

Keywords: Bitcoin, Environmental Sustainability, Financial Management, ESG Risk, Cryptocurrency 

Emissions 

 

 

INTRODUCTION 

The rapid expansion of cryptocurrency has fundamentally altered the architecture of global 

finance, redefining how value is created, stored, and transferred across borders. Among digital 

assets, Bitcoin remains the most prominent and influential, serving as the first decentralized cryp-

tocurrency and the benchmark for the broader crypto ecosystem. Initially conceived as an alterna-

tive to centralized monetary systems, Bitcoin has increasingly attracted institutional investors, cor-

porations, and financial intermediaries seeking diversification, speculative returns, and hedging 
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opportunities. However, as Bitcoin’s financial relevance has grown, so too have concerns regard-

ing its environmental sustainability, particularly in relation to energy consumption and carbon 

emissions generated by its proof-of-work (PoW) consensus mechanism (Stoll et al., 2019; Cha-

manara et al., 2023). 

Bitcoin’s PoW system requires miners to perform continuous, computationally intensive cal-

culations to validate transactions and secure the network. This process demands substantial elec-

tricity, often sourced from carbon-intensive energy grids. Recent estimates suggest that Bitcoin’s 

annual electricity consumption ranges between 130 and 175 terawatt-hours (TWh), placing it on 

par with the energy usage of several sovereign states (Cambridge Centre for Alternative Finance 

[CCAF], 2023; Stoll et al., 2023). Correspondingly, Bitcoin’s carbon footprint has been estimated 

to exceed 90 million metric tons of CO₂ annually, raising significant environmental and social 

concerns. These figures have positioned Bitcoin at the center of global debates on sustainable de-

velopment, climate change mitigation, and responsible financial innovation. 

From a financial management perspective, the environmental externalities associated with 

Bitcoin are no longer marginal or reputational issues alone. Instead, they have evolved into mate-

rial financial risks that directly influence firm valuation, access to capital, and long-term strategic 

viability. The integration of environmental, social, and governance (ESG) criteria into investment 

decision-making has intensified scrutiny of carbon-intensive activities across all sectors, including 

digital finance. Institutional investors, asset managers, and lenders increasingly incorporate cli-

mate-related metrics into portfolio evaluation and risk assessment processes, thereby affecting 

capital allocation decisions involving crypto-exposed firms (Bouri et al., 2022; IMF, 2023). Con-

sequently, Bitcoin’s sustainability profile now plays a critical role in shaping financial outcomes. 

Regulatory developments further amplify the financial significance of Bitcoin’s environ-

mental impact. Governments and international institutions have begun to address the environmen-

tal consequences of cryptocurrency mining through a range of policy instruments, including min-

ing bans, carbon taxation, energy disclosure requirements, and integration of crypto-assets into 

broader climate and financial regulatory frameworks (OSTP, 2022; European Central Bank [ECB], 

2023). Such interventions have direct implications for operational costs, geographic allocation of 
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mining activities, and regulatory compliance risks. For financial managers, these dynamics intro-

duce heightened uncertainty and necessitate proactive strategies to manage regulatory exposure 

and sustainability-related risks. 

Despite the growing body of research on Bitcoin’s energy consumption and emissions, much 

of the existing literature approaches the issue from technical, engineering, or energy economics 

perspectives. While these studies provide valuable quantitative insights, they often fail to translate 

environmental impacts into financial risk metrics that are meaningful for managers, investors, and 

policymakers. There remains a notable gap in synthesizing recent empirical findings through a 

financial management lens that explicitly connects environmental sustainability to ESG risk, cost 

of capital, disclosure obligations, and strategic decision-making. Addressing this gap is increas-

ingly urgent as sustainability considerations become embedded within global financial governance 

frameworks. 

Global climate commitments and sustainability initiatives further reinforce the relevance of 

this issue. International agreements such as the Paris Agreement and the expansion of climate-

related financial disclosure standards have heightened expectations for transparency and account-

ability regarding carbon-intensive activities. Financial institutions are now expected to integrate 

climate risks into enterprise risk management systems and to disclose material environmental ex-

posures in accordance with internationally recognized standards (Task Force on Climate-related 

Financial Disclosures [TCFD], 2021; International Sustainability Standards Board [ISSB], 2023). 

Within this context, Bitcoin-related environmental risks pose a significant challenge to financial 

managers seeking to align innovation with sustainability objectives. 

In response to mounting criticism, various technological and market-based mitigation strat-

egies have emerged within the Bitcoin ecosystem. These include increased adoption of renewable 

energy sources for mining, improvements in hardware efficiency, and proposals to modify or re-

place PoW with less energy-intensive consensus mechanisms. While such measures may reduce 

environmental harm, their financial feasibility and scalability remain uneven and contested (Gal-

lersdörfer et al., 2023; Digiconomist, 2024). For financial managers, assessing the cost-effective-

ness and long-term viability of these mitigation pathways is essential to informed decision-making. 
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This study aims to contribute to the literature by providing a narrative review of recent re-

search (2023–2024) on Bitcoin and environmental sustainability from a financial management per-

spective. By focusing exclusively on Bitcoin, the analysis avoids conflating heterogeneous cryp-

tocurrency designs and highlights the specific challenges posed by PoW-based systems. The re-

view synthesizes evidence on energy consumption, emissions, regulatory responses, and mitiga-

tion strategies, while explicitly linking these factors to ESG risk, capital allocation, and sustaina-

bility disclosure. Through this approach, the paper seeks to support financial managers, policy-

makers, and scholars in understanding how Bitcoin’s environmental externalities have become 

material financial risks that must be integrated into strategic planning and governance. Ultimately, 

the study argues that responsible financial management in the digital asset era requires transparent 

assessment, proactive mitigation, and alignment with global sustainability commitments. 

 

METHOD 

This study employs a structured narrative review to analyze Bitcoin’s environmental sus-

tainability from a financial management perspective. A narrative review approach is appropriate 

for synthesizing multidisciplinary evidence and policy-oriented research where experimental con-

trol is not feasible and where conceptual integration is required (Baethge et al., 2019). By focusing 

exclusively on Bitcoin, the analysis avoids conflating heterogeneous cryptocurrency architectures 

and instead highlights the specific environmental and financial challenges associated with proof-

of-work (PoW) consensus mechanisms. This focus enables a clearer assessment of how Bitcoin’s 

environmental externalities translate into material ESG risks affecting capital allocation, invest-

ment decisions, and financial governance. 

The review prioritizes peer-reviewed journal articles and authoritative institutional reports 

published between 2023 and 2024. Academic sources were identified through systematic searches 

in Scopus, Web of Science, and Google Scholar to ensure comprehensive coverage of recent em-

pirical findings. In addition, institutional publications were included to capture regulatory, policy, 

and governance perspectives that are highly relevant to financial management practice. These 

sources include reports from the Cambridge Centre for Alternative Finance (2023), the Interna-

tional Monetary Fund (IMF, 2023), and the United States Office of Science and Technology Policy 
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(OSTP, 2022), which provide standardized data and policy evaluations widely cited in sustainabil-

ity and finance literature. 

Study selection followed a multi-stage screening process. First, titles and abstracts were re-

viewed to identify studies explicitly addressing Bitcoin’s energy consumption, carbon emissions, 

or environmental footprint. Second, full-text screening was conducted to assess methodological 

rigor, data transparency, and relevance to financial outcomes. Studies were prioritized if they met 

at least one of the following criteria: (i) quantitative estimation of Bitcoin’s electricity demand or 

greenhouse gas emissions (Cambridge Centre for Alternative Finance, 2023); (ii) evaluation of 

mitigation strategies, including renewable energy adoption, mining efficiency improvements, or 

grid-balancing programs (Chamanara et al., 2023); (iii) analysis of regulatory instruments such as 

mining restrictions, taxation, or sustainability disclosure mandates (OSTP, 2022); and (iv) explicit 

linkage between environmental performance and financial variables, including ESG risk exposure, 

cost of capital, or investment accessibility (IMF, 2023). 

Data synthesis was conducted using a thematic analysis approach, grouping findings into 

four analytical dimensions: environmental impact measurement, policy and regulatory responses, 

technological mitigation pathways, and financial implications. Given the dynamic relocation of 

Bitcoin mining activities and limited disclosure by mining operators, published estimates often 

vary significantly. To address this limitation, the review reports ranges rather than single-point 

estimates and triangulates findings across independent studies, an approach recommended to en-

hance robustness in narrative evidence synthesis (Baethge et al., 2019). This methodological strat-

egy strengthens the reliability of conclusions regarding Bitcoin’s environmental sustainability and 

its growing relevance as a material financial risk requiring integration into strategic planning and 

ESG-aligned financial management. 

 

RESULT AND DISCUSSION 

Environmental Footprint of Bitcoin: Energy Consumption and Emissions as Material Risk 

The reviewed literature consistently demonstrates that Bitcoin’s environmental footprint re-

mains substantial and structurally embedded in its proof-of-work (PoW) consensus mechanism. 

Recent converging estimates indicate that, during the 2023–2024 period, Bitcoin’s annual electric-
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ity consumption ranged between approximately 130 and 175 terawatt-hours (TWh), a scale com-

parable to that of several mid-sized industrialized economies (Cambridge Centre for Alternative 

Finance [CCAF], 2023; Stoll et al., 2023). This level of energy demand is not incidental but inher-

ent to the competitive mining process that underpins network security, whereby computational 

intensity directly determines transaction validation and block creation. As a result, Bitcoin’s envi-

ronmental footprint exhibits a structural rigidity that limits the effectiveness of marginal efficiency 

improvements in reducing absolute energy demand. 

Correspondingly, Bitcoin’s carbon emissions have been estimated to range from approxi-

mately 80 to over 100 million metric tons of CO₂ annually, depending on the geographic distribu-

tion of mining activities and the carbon intensity of local electricity grids (Chamanara et al., 2023; 

Stoll et al., 2023). Regions reliant on coal- or gas-dominated power systems significantly amplify 

Bitcoin’s climate impact, whereas operations connected to low-carbon grids only partially mitigate 

emissions without addressing total energy growth. This dependence on regional energy mixes in-

troduces volatility and uncertainty into emissions profiles, complicating sustainability assessments 

and increasing exposure to climate-related regulatory interventions. 

Beyond greenhouse gas emissions, recent research emphasizes that Bitcoin mining generates 

a broader set of environmental externalities that are increasingly recognized as material. Water 

consumption associated with cooling systems places additional stress on local water resources, 

particularly in arid regions where mining facilities compete with residential and agricultural users 

(Chamanara & Madani, 2023). Land use impacts, including the concentration of industrial-scale 

mining infrastructure, raise concerns related to ecosystem disruption and local environmental deg-

radation. Furthermore, the rapid obsolescence of application-specific integrated circuit (ASIC) 

hardware contributes to significant volumes of electronic waste, as competitive pressures incen-

tivize frequent equipment replacement rather than lifecycle optimization (Office of Science and 

Technology Policy [OSTP], 2022). These cumulative impacts reinforce the conclusion that 

Bitcoin’s environmental challenges extend well beyond carbon emissions alone. 

From a financial management perspective, these environmental externalities increasingly 

translate into material financial risks rather than abstract ethical considerations. Institutional in-

vestors, lenders, and asset managers now integrate environmental, social, and governance (ESG) 
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metrics into risk assessment frameworks, with carbon intensity and environmental exposure serv-

ing as key indicators of long-term financial resilience (International Monetary Fund [IMF], 2023). 

Firms with direct or indirect exposure to Bitcoin—such as mining companies, crypto exchanges, 

payment platforms, and corporates holding Bitcoin as a treasury asset—face heightened scrutiny 

regarding their environmental performance and disclosure practices. In this context, Bitcoin-re-

lated environmental risks can influence cost of capital, insurance premiums, investor confidence, 

and regulatory compliance costs. 

Consequently, the environmental footprint of Bitcoin has evolved from a reputational con-

cern into a quantifiable financial risk that must be incorporated into strategic decision-making. 

Financial managers are increasingly required to assess not only price volatility and technological 

risks but also the sustainability implications of Bitcoin exposure. As global climate commitments 

and sustainability disclosure standards continue to tighten, failure to adequately manage and dis-

close Bitcoin-related environmental risks may undermine long-term firm value and access to in-

stitutional capital. In this sense, Bitcoin’s environmental footprint represents a material risk factor 

that is now inseparable from responsible financial governance in the digital asset economy. 

Technological and Market-Based Mitigation Strategies: Opportunities and Limitations 

The reviewed literature identifies a range of technological and market-based strategies in-

tended to mitigate Bitcoin’s environmental impact; however, their effectiveness remains uneven 

and context-dependent. One of the most prominent mitigation pathways involves shifting Bitcoin 

mining operations toward low-carbon or renewable energy sources, including hydroelectric, wind, 

solar, and nuclear power. Empirical evidence indicates that mining firms have increasingly relo-

cated to regions characterized by abundant renewable energy supply and flexible electricity mar-

kets, particularly in parts of North America and Northern Europe (DLA Piper, 2023; Stoll et al., 

2023). These relocation strategies are often driven by both cost considerations and growing pres-

sure from investors and regulators to reduce carbon intensity. While renewable sourcing can sig-

nificantly lower emissions per unit of electricity consumed, the overall environmental benefit de-

pends on whether mining utilizes genuinely additional clean energy or competes with other sectors 

for limited renewable capacity. 

Improvements in mining hardware efficiency constitute a second major mitigation strategy. 

Advances in application-specific integrated circuit (ASIC) technology, along with innovations in 
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immersion cooling and advanced thermal management systems, have substantially reduced the 

energy required per unit of computational output (Gallersdörfer et al., 2023). These developments 

have lowered emissions intensity and improved the operational efficiency of mining facilities. 

Nevertheless, the literature consistently warns of a rebound effect: as efficiency improves and op-

erating costs decline, mining activity tends to expand, driven by higher profitability and rising 

Bitcoin prices. As a result, reductions in energy intensity do not necessarily translate into absolute 

reductions in total energy consumption or emissions at the network level (Office of Science and 

Technology Policy [OSTP], 2022). This dynamic highlights a structural limitation of efficiency-

driven mitigation in proof-of-work systems. 

A third mitigation pathway involves integrating Bitcoin mining operations into electricity 

markets as flexible or interruptible loads. Under this model, miners adjust their energy consump-

tion in response to grid conditions, absorbing surplus renewable generation during periods of over-

supply and curtailing operations during peak demand. Evidence from jurisdictions such as Texas 

suggests that demand-response participation can contribute to grid stability and facilitate greater 

penetration of variable renewable energy sources (Bante & Long, 2023). From a systems perspec-

tive, this approach may improve overall energy efficiency and reduce curtailment of renewable 

generation. However, the net environmental benefit remains contested. Critics argue that without 

robust regulatory oversight, flexible load arrangements risk subsidizing energy-intensive activities 

and prolonging reliance on fossil-based backup generation, particularly in regions where grid de-

carbonization is incomplete. 

Market-based mechanisms also play a growing role in shaping mitigation outcomes. Long-

term power purchase agreements (PPAs) for renewable electricity, voluntary carbon offsetting, and 

ESG-linked financing instruments have been adopted by some mining firms as part of broader 

sustainability strategies. These mechanisms can improve transparency and signal environmental 

commitment to investors and lenders. Nevertheless, recent studies caution that voluntary measures 

alone are insufficient to ensure meaningful emissions reductions, especially in the absence of 

standardized disclosure requirements and independent verification (IMF, 2023). Moreover, offset-

based approaches do not address local environmental externalities such as water use, land impacts, 

and electronic waste generation associated with mining operations. 
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Taken together, the literature suggests that technological and market-based mitigation strat-

egies can reduce emissions intensity and moderate some environmental impacts, but they fall short 

of delivering transformative change. Absolute emissions remain closely tied to Bitcoin’s economic 

incentives, price dynamics, and the carbon intensity of regional energy systems. As long as proof-

of-work mining rewards scale with computational effort, efficiency gains and renewable adoption 

risk being offset by growth in total network activity (OSTP, 2022). Consequently, mitigation strat-

egies tend to yield incremental improvements rather than alignment with global climate targets 

such as those articulated under the Paris Agreement. 

From a financial management perspective, these limitations underscore the importance of 

complementary policy and governance mechanisms. Technological solutions can reduce risk ex-

posure and improve ESG performance at the firm level, but they cannot fully internalize environ-

mental externalities without supportive regulatory frameworks. For investors and financial man-

agers, this implies that mitigation efforts should be evaluated not only in terms of technical feasi-

bility but also in relation to policy credibility, disclosure quality, and long-term alignment with 

global sustainability commitments. In this context, technological and market-based strategies rep-

resent necessary but insufficient components of a comprehensive approach to managing Bitcoin’s 

environmental and financial risks. 

Financial and Regulatory Implications: ESG Risk, Capital Allocation, and Disclosure 

Recent literature demonstrates a clear convergence between environmental sustainability 

and financial governance in the cryptocurrency sector, with Bitcoin positioned at the center of this 

transformation. As climate risks become embedded within global financial regulation, Bitcoin’s 

energy-intensive proof-of-work (PoW) mechanism has attracted increasing scrutiny from regula-

tors, supervisors, and standard-setting bodies. Regulatory responses have expanded beyond iso-

lated national interventions toward a more systemic integration of crypto-assets into climate and 

financial risk frameworks. These developments signal that Bitcoin’s environmental footprint is no 

longer treated as an externality but as a factor with direct implications for financial stability and 

market integrity (Bank for International Settlements [BIS], 2023). 

Regulatory approaches to Bitcoin’s environmental impact vary across jurisdictions but share 

a common objective of internalizing sustainability risks. Several governments have implemented 
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or proposed restrictions on mining activities linked to carbon-intensive power sources, while oth-

ers have adopted market-based and disclosure-oriented instruments. The European Union’s Mar-

kets in Crypto-Assets Regulation (MiCA) represents a landmark shift by requiring crypto-asset 

service providers to disclose standardized information on energy consumption and environmental 

impacts. Such measures reflect a broader regulatory philosophy in which transparency and com-

parability are used to align private market incentives with public climate objectives (European 

Securities and Markets Authority [ESMA], 2023). 

From a financial management perspective, disclosure-based regulation is particularly conse-

quential because it directly affects capital market behavior. Mandatory sustainability reporting re-

duces information asymmetry between firms and investors, enabling environmental performance 

to be priced into investment decisions. Empirical studies in sustainable finance indicate that firms 

subject to rigorous environmental disclosure requirements face stronger market discipline, as in-

vestors increasingly differentiate assets based on climate exposure and transition risk (Krueger, 

Sautner, & Starks, 2020). Applied to Bitcoin-related firms, this implies that mining companies, 

exchanges, and corporates holding Bitcoin are increasingly evaluated not only on financial returns 

but also on their carbon intensity and environmental governance. 

The integration of ESG considerations into capital allocation decisions is accelerating this 

dynamic. Large institutional investors, including pension funds and sovereign wealth funds, have 

adopted climate-aligned investment mandates that limit exposure to assets perceived as environ-

mentally unsustainable. As a result, Bitcoin-related activities may face higher financing costs or 

restricted access to capital unless accompanied by credible decarbonization and transparency strat-

egies. Recent surveys of global asset managers show that climate risk is now viewed as a core 

financial risk rather than a non-financial concern, reinforcing the link between environmental per-

formance and cost of capital (BlackRock, 2023). 

Climate-related financial disclosure frameworks further reinforce these pressures. The rec-

ommendations of the Task Force on Climate-related Financial Disclosures (TCFD) and the intro-

duction of IFRS S2 by the International Sustainability Standards Board (ISSB) have established 

global expectations for consistent reporting of climate risks, emissions, and transition strategies. 

Although these frameworks are sector-neutral, their application to crypto-exposed firms implies 

that Bitcoin-related emissions may need to be incorporated into enterprise-wide risk management 
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and financial reporting processes. Failure to do so may expose firms to regulatory sanctions, liti-

gation risk, and reputational damage (ISSB, 2023; Financial Stability Board [FSB], 2022). 

The literature also highlights growing supervisory concern over the systemic implications of 

crypto-related climate risks. Central banks and financial regulators increasingly recognize that 

concentrated exposure to energy-intensive digital assets could amplify transition risks during pe-

riods of tightening climate policy. The Network for Greening the Financial System (NGFS) has 

explicitly warned that emerging sectors with high emissions intensity, including crypto mining, 

warrant closer monitoring within prudential supervision frameworks (NGFS, 2023). This perspec-

tive further embeds Bitcoin’s environmental performance within macroprudential and financial 

stability considerations. 

Collectively, these developments indicate that Bitcoin’s environmental sustainability now 

functions as a financial filter shaping participation in regulated capital markets. Environmental 

performance influences not only regulatory compliance but also investor confidence, funding con-

ditions, and long-term strategic viability. For financial managers, the implication is clear: effective 

governance of Bitcoin-related activities requires proactive integration of ESG risk, robust sustain-

ability disclosure, and alignment with evolving global climate and financial standards. Bitcoin’s 

future role in institutional finance will therefore depend not solely on technological resilience or 

market adoption, but increasingly on its capacity to operate within sustainability-driven financial 

norms. 

 

CONCLUSION 

This narrative review demonstrates that Bitcoin’s environmental footprint has evolved into 

a material issue for financial management rather than a peripheral sustainability concern. Evidence 

from recent literature confirms that Bitcoin’s proof-of-work consensus mechanism entails country-

scale electricity consumption and substantial carbon emissions, accompanied by broader external-

ities such as water stress, land-use impacts, and electronic waste. These environmental pressures 

have triggered intensified scrutiny from regulators, investors, and financial institutions, fundamen-

tally altering the risk profile of Bitcoin-related activities. From a financial perspective, environ-

mental performance now directly influences valuation, access to capital, regulatory compliance, 

and long-term strategic viability. Technological mitigation strategies—including renewable energy 
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sourcing, efficiency improvements, and grid integration—can reduce emissions intensity, but their 

capacity to deliver absolute reductions remains limited by economic incentives and network 

growth dynamics. As a result, Bitcoin’s sustainability challenges persist as structurally embedded 

features of its current design. 

The findings further underscore a decisive shift in financial governance, whereby ESG con-

siderations and climate-related disclosures increasingly shape capital allocation decisions in the 

cryptocurrency ecosystem. Regulatory frameworks, sustainability reporting standards, and institu-

tional investment mandates collectively embed environmental risk into market discipline, trans-

forming Bitcoin’s environmental externalities into quantifiable financial risks. For financial man-

agers, this implies that exposure to Bitcoin can no longer be assessed solely through the lenses of 

price volatility and technological innovation. Instead, responsible financial management in the 

digital asset era requires transparent assessment of environmental impacts, proactive mitigation 

strategies, and alignment with global sustainability and climate governance frameworks. Firms 

that fail to address these dimensions risk higher financing costs, constrained investor access, and 

reputational damage, while those adopting credible, verifiable sustainability practices may pre-

serve strategic flexibility and capital market confidence. Overall, Bitcoin’s long-term role in global 

finance will depend not only on its technological robustness and market adoption but increasingly 

on its capacity to adapt to sustainability-driven financial norms. Integrating environmental consid-

erations into financial decision-making is therefore essential to reconciling cryptocurrency inno-

vation with the imperatives of sustainable and resilient financial systems. 
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