Sustainable Management of Public Investments through Projects Aligned With
the DNSH Principle

Octavian Mihut EPURE

The National University of Political Studies and Public Administration
30A Expozitiei Blvd., District 1, 012104 Bucharest, Romania

ORCID No. 0009-0000-6453-0789; octavian.epure@gmail.com

DOI: 10.25019/STR/2025.009

Abstract

This paper investigates the role of management as a tool for environmental and social balance, within a
theoretical framework based on the Do No Significant Harm (DNSH) principle. Sustainable management
practices can contribute to achieving sustainable development objectives through an integrative approach of
economic, social, and environmental aspects. The research aims to identify and analyze concrete evidence
supporting the idea that adopting circular practices can deliver quantifiable benefits. The paper provides
recommendations for key stakeholders on obtaining instruments to reduce the impact of the DNSH principle
and circular practices. This paper contributes to DNSH compliance management by examining relationships
between implementing the DNSH principle and sustainable public management, using a mixed-method
design. The qualitative approach will explore in detail public administration management's perceptions of the
DNSH principle through a semi-structured interview. The pool of 30 managers will be drawn from central
and local public administration professionals. Subsequently, the paper presents a quantitative study on 120
managers. The instrument measures implementation, optimization, and decision-making processes based on
public administration managers' perceptions of DNSH. The key findings indicate the extent to which
institutional behavior and improved administrative capacity related to this subject correlate with effective
implementation and compliance with the DNSH principle. This study is one of the few articles to investigate
the driving factors of DNSH implementation and how DNSH regulatory principles can reshape institutional
behavior in Romania.
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Introduction

Sustainable Development is a complex concept, first defined in 1987 in the Brundtland Report of the World
Commission on Environment and Development, entitled "Our Common Future." It is a process that stems
from the current needs and aims to meet future requirements. Sustainable Development is a global priority,
with 17 clear objectives and associated targets set out in the 2030 Agenda.

An essential element of sustainable development is the circular economy. Sustainable economic growth
involves economic development through circular practices that can benefit from reduced operating costs
and increased competitiveness in sectoral markets (Busu, 2019), without compromising the natural
resources, but evolving in harmony with the environment (Ghiga & Bulearca, 2009). The circular economy
promotes the reuse, recycling, and regeneration of resources, thereby reducing environmental impact.
Moreover, the Taxonomy Regulation (EU) 2019/2099 defines "environmentally sustainable™ or "green"
activities as activities that contribute substantially to the environmental objectives of the EUTR and should
consider the life cycle of the products/services provided by an economic operator. The life-cycle
assessment of environmental impact considers production, use, and end-of-life, making compliance with
the DNSH principle a prerequisite for projects to be considered sustainable.

The government's efforts to address the effects of climate change are already affecting the strategies of
economic operators, with the applicable instruments being strategic and mandatory rather than voluntary.
(Porter & Reinhardt, 2007). Thus, in the context of increasing efforts to address the challenges posed by
climate change, sustainable management is a priority for maintaining a competitive path by integrating
sustainability principles into all processes without compromising future generations' ability to meet their
own needs.
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Sustainable management can be ensured through a process of monitoring progress toward the investment
objective. A monitoring process for public investments periodically assesses progress against pre-identified
objectives during project implementation, using quantitative methods for reporting and management
purposes. The information obtained as a result of the monitoring process is essential for understanding the
investment being evaluated. If the monitoring process is carried out effectively, it can later be used to
improve decision-making. However, it is reasonable to assume that most public institutions have limited
resources, administrative capacity, budget, or expertise to develop their own analyses, studies, and research
during this process. This leads to the need to outsource studies/analyses to academia, NGOs, international
organizations, or specialized economic operators.

Reality proves that sometimes the executive staff is in a position to deliver outstanding results with limited
resources and without proper training. There are few or no specialists assigned to the fields of environment
and sustainable development, and professional training programs are delayed or not scheduled. The lack of
specific skills, high workload, and limited time to complete tasks can lead to poor performance from a
sustainable development perspective.

Literature review

Research in the field of sustainable management has seen significant development in the context of the
2030 Agenda for Sustainable Development. Sustainable development was first defined in the Brundtland
Report of the World Commission on Environment and Development (1987), entitled "Our Common
Future." Tt is a process “that meets the needs of the present without compromising the ability of future
generations to meet their own needs.”

Circular economy

A central feature of sustainable development is the concept of the circular economy, which promotes the
efficient use of resources and the reduction of waste. This not only supports economic development but
also helps reduce environmental impact, demonstrating that sustainability and economic growth can coexist
and that investments in renewable energy are essential to the transition to a sustainable economy. Busu
(2019) argued that economic agents adopting circular practices can benefit from reduced operating costs
and increased competitiveness. The circular economy proposes a profound restructuring of the way
resources are managed. The circular economy prioritizes the reuse, recycling, and regeneration of
resources, thus reducing the impact on the environment by closing a cycle in which waste becomes a
resource.

The established linear economic model of obtaining natural resources, producing, consuming, and
generating waste has reached its limits of sustainability, given the decline in natural resources and the
increase in pollution from waste that cannot be reused. The obvious alternative is the circular economy,
which encourages reuse, recycling, and resource regeneration, thereby reducing negative environmental
impacts by turning waste from one process into reusable resources. Stahel (2019) demonstrated that the
principles of the circular economy extend the life cycles of products and propose alternatives to resource
use, thereby reducing economic losses. Sustainable economic growth requires implementing solutions that
enable economic development without compromising natural resources or the health of the planet, thereby
allowing the economy to evolve in harmony with the environment (Ghiga & Bulearci, 2009).

DNSH principle

The DNSH principle has become an essential criterion for the evaluation and financing of projects funded
by European funds and is set out in Regulation (EU) 2020/852. However, the literature addresses the
integration of this principle into management processes in a fragmented manner, emphasizing technical and
regulatory aspects (Ciornei, 2022), but less so its theoretical implications for governance models and
ecological-social balance. As part of the recovery and resilience mechanism, the European Commission has
committed to only financing projects that do not cause significant harm to environmental objectives.
Therefore, any project must comply with the DNSH principle.

For an economic activity to be recognised as "green" by the EU Taxonomy, Suciu (2024) considers that it
must meet the following technical criteria: first, it must make a substantial, rather than marginal,
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contribution to at least one environmental objective; second, it must not cause significant harm to any other
environmental objective; and third, it must comply with minimum social safeguards. The integration of the
DNSH principle may have an impact on EU-funded projects, as this financial instrument has the potential
to support sustainable development objectives at the local level, contributing to local development by
integrating environmental objectives into the early stages of investment projects. Therefore, sustainable
financing plays an important role by considering sustainability factors in decision-making processes
regarding investments and their financing, taking into account ESG criteria (Ciornei, 2022). Sustainability
is focused on avoiding the long-term depletion of natural resources, and there is a general agreement that
sustainability is something that needs to be considered in responsible management practices.

Threr et al. (2018) believe that there is strong political will and a firm commitment to sustainability and
sustainable development. The same author notes that there is a general, though not complete, consensus on
the three dimensions of sustainable development: the social, economic, and environmental. Thus, Segalas
et al. (2010) complement with a fourth dimension, the institutional one, which encompasses the role of
education and external stakeholders.

Institutional investors face increasing pressure from stakeholders, and growing awareness of the impact of
investment decisions on social and environmental issues has led to a paradigm shift in how they approach
their portfolios (Eccles et al., 2014). They appreciated that a large body of research has explored the
integration of sustainability into institutional investors' decision-making frameworks, emphasizing the
critical role of environmental, social, and governance (ESG) criteria in shaping investment strategies. Also,
legislative pressures from governments and regulatory bodies are an important factor in promoting
corporate sustainability, highlighting how coercive pressures can cause organizations to adopt more
sustainable practices, making them more attractive to investors concerned about the risks associated with
non-compliance (Thornton et al., 2012). Furthermore, some authors (Marinescu, 2020) suggest that
institutional pressures and legislative regulations are the main factors driving the adoption of these
practices.

By taking proactive measures, organizations can transform ESG compliance from an administrative burden
resulting from the regulatory process into a strategic advantage in terms of improving sustainability.
Mandatory regulations and directives are considered essential tools for holding companies accountable and
ensuring the systematic integration of ESG factors into corporate governance. (Eccles et al., 2014)

Project management

Project management aims to achieve the established objectives and targets, as well as the project's long-
term impact (Andersen et al., 2006). To meet the objectives of an investment project, Boyatzis (1982)
identified a set of necessary competencies, including fundamental characteristics such as knowledge, skills,
abilities, and attitudes that enable high performance. Initially, project management focused on efficiency
criteria. However, the emergence of integrative models took into account additional dimensions, including
the benefits to the organization, stakeholder satisfaction, and the impact on the community and the
environment (Carvalho, 2017).

According to IPMA [International Project Management Association] (2012), competencies consist of the
practical application of knowledge, skills, and abilities to achieve desired results. This framework
recognizes the interconnection of these elements, as competence involves acquiring relevant knowledge
and developing skills that, once put into practice, enable professionals to manage projects effectively and
successfully. Hanna et al. (2016) emphasized the changing nature of projects and argued that these
competencies involve the demonstrated ability to carry out project implementation activities in a dynamic
environment, leading to expected results in line with established standards. Muller (2010) stated that there
is a relationship between creativity, decision-making, and strategic perspective (cognitive competencies)
and the success of investment projects, demonstrated by studies that provided evidence of the relationship
between strategic perspective and investment project management. An analysis of the competencies
examined in the specialized articles highlights the relatively limited attention paid to sustainability
competencies. For these purposes, project management can be considered a useful tool for professionals
implementing strategic organizational transformations (Martinsuo, 2022).
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Greenwashing

Greenwashing is the exaggeration or fabrication of environmental claims and has become an obstacle to the
sustainability of projects. Lyon and Maxwell (2011) claim that this practice not only erodes public trust but
also distorts market competition, undermining collective efforts to achieve environmental goals. A study
highlights the need for systemic reforms, including standardizing certification systems and improving
decision-making tools, to mitigate the pervasive impact of greenwashing and promote genuine corporate
sustainability (Delmas & Burbano, 2011). Therefore, measures to address greenwashing are necessary to
promote sustainable development and stimulate the circular economy.

Despite their expertise, those responsible for managing EU-funded projects no longer have the tools they
need to critically assess certifications, especially when faced with non-standardized or overlapping eco-
labels. This vulnerability highlights the need for transparent, standardized certifications and clear decision-
making tools to truly promote a circular economy.

Greenwashing is discussed from the perspective of activities that mislead customers; hence, the definition
formulated by de Freitas Netto et al. (2020): "the act of misleading consumers about an organization's
environmental practices or the environmental benefits of a product or service". Consequently,
greenwashing is a deliberate action (Mitchell & Ramey, 2011) and intentional fraud (Lyon & Maxwell,
2011). Thus, managers and decision-makers have limited tools to effectively address and combat the
phenomenon of greenwashing (Delmas & Burbano, 2011). To illustrate, sustainable investments are
usually evaluated based on environmental, social, and governance (ESG) scores (Dumitrescu et al., 2022).
In the absence of a clear definition of sustainable investments, assessing the extent of greenwashing
becomes difficult (Dumitrescu et al., 2022). Hence, government financial support instruments are of major
importance for greening the industry and promoting sustainable growth.

Public administration

Given that local public administration authorities are faced with new concepts that they must integrate into
the development of project proposals and, subsequently, in the implementation of projects benefiting from
European funding, there is a clear need to increase the administrative capacity of local public authorities to
implement the DNSH principle, to monitor the long-term effects of integrated climate adaptation measures
to increase the resilience of public infrastructure to climate change and its effects.

There are relatively few sources in the literature that analyze the implementation of DNSH in EU-funded
projects, whereas the literature focuses on its financial impact. (De Vincenti, 2022; Hummel &
Bauernhofer, 2024). According to a detailed analysis of the integration of DNSH into EU funding
instruments (Beltran Miralles et al., 2023), three major areas for improvement related to the
implementation of the DNSH principle have been identified as priorities: simplifying implementation,
reducing administrative effort, and maximizing the principle's contribution to achieving the Union's climate
and environmental objectives.

Although it is often perceived as just another EU bureaucratic requirement, implementing the DNSH
principle is an opportunity to raise public administrations' awareness of the importance of adopting and
integrating community-relevant environmental objectives into these investments. The obligations related to
implementing the principle can increase the environmental literacy of public officials involved in local-
level investment project development and help integrate environmental objectives from the initial stages of
project development. This outcome should be achieved through concrete actions to support local public
administration like 1) training and education activities in the field of new concepts such as DNSH or
climate-proofing of infrastructure, 2) the development of simplified tools for assessing the environmental
impact of projects, in line with DNSH, but also integrating national legislative standards and measures that
ensure compliance with DNSH, and 3) support for the integration of DNSH into local development
strategies, linking investments to environmental objectives relevant to the community.

Although the literature suggests the need for sustainable projects, there remains a gap in research on
integrating environmental, social, and governance (ESG) factors, as well as on measurement, monitoring,
and reporting practices. (Glass, 2012). This paper aims to fill this gap with an integrated vision that
combines management theory with applicable sustainability requirements.
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Research problems and questions

RPQ1: The ability of executive management to understand, interpret, and implement the DNSH principle
varies greatly. The DNSH principle thus reveals a gap in organizational skills and culture, necessitating
new professional profiles and management practices in the public sector.

RPQ2: The lack of integrated national strategic management strategies for implementing the Do No
Significant Harm (DNSH) principle, which would set clear objectives, quantifiable indicators, and
institutional responsibilities for interministerial coordination and monitoring.

RQ1: How are DNSH principles and criteria perceived and subsequently implemented in publicly funded
projects? What intrinsic and extrinsic organizational factors facilitate or hinder DNSH compliance? Can the
DNSH criteria reshape institutional behavior to promote professionalization?

RQ2: How have local and central public institutions integrated the DNSH principle into their decision-
making processes? What centralized governance mechanisms and management practices support the
implementation of DNSH in publicly funded projects?

Snyder affirmed that the literature review is the foundation of any research endeavor, as it gathers and
presents information on specific research questions. (2019).

Methodology

There are four approaches to conducting a literature review: 'narrative’, 'integrative', 'systematic', and
'scoping' (Pare et al., 2015; Snyder, 2019). According to Wright et al. (2007), systematic reviews are “a
review of the evidence on a clearly formulated question that uses systematic and explicit methods to
identify, select and critically appraise relevant primary research, and to extract and analyze data from the
studies that are included in the review” (2007). The narrative literature review is one of the primary forms
of literature review (Cipriani & Geddes, 2003; Greenhalgh et al., 2018). Narrative literature reviews are
important because they give researchers an overview of relevant literature (Rother, 2007; Turnbull et al.,
2021a). Narrative literature reviews summarise previously published research studies, help avoid
duplication, and identify new research gaps (Cronin, 2008). At the same time, narrative literature reviews
are more likely to introduce bias, as they may include only studies selected by the authors (Montori, 2003).

A sound literature review provides a basis for further theoretical development (Webster & Watson, 2002).
Journal articles should be the core of a literature review after a deep search of the literature. (Rowley &
Slack 2004). The relevant search keywords and their alternative spellings stem from the research question
(Xiao & Watson, 2019). According to Green, key concepts are transformed into keywords by selecting
only the most distinctive terms (2006). Then, the use of the Boolean operator AND will find articles with
all the keywords, while OR will include articles with at least one keyword. On the other hand, NOT will
ignore specific outputs in the search strategy.

A literature review was conducted for the present research via an electronic search of databases such as
ScienceDirect, Elsevier, Web of Science, and Google Scholar, using the following search terms: ‘DNSH’,
‘Do No Significant Harm’, ‘Public Administration’, and ‘Project Management’. Boolean search strings,
including operators such as AND, OR, and NOT, were used to obtain more focused results. The inclusion
criteria were: articles with an available abstract, published in English and Italian, between 2021 and 2025.
The elimination of articles was based on a careful assessment of their abstract and conclusions to determine
their relevance to the research questions. (Linnenluecke et al., 2020). From this pool of articles, more
relevant references were identified while browsing the information. Usually, a backward search of each
article helped in finding cited articles and authors from the reference list. (Xiao & Watson, 2019). The
comprehensive literature search took place before September 2025.

Results and discussion
Numerous theories suggest that sustainability and economic growth can coexist and that activities that

"contribute substantially” to one or more environmental objectives are essential to support the transition to
sustainable development. These theories will be analyzed and developed in this research to identify and
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examine concrete evidence in support of the idea that adopting circular practices can bring quantifiable
benefits.

The presumed contributions should reflect the following: first, how DNSH regulatory principles can
reshape institutional behaviour at the level of local public institutions; then, mapping the intrinsic and
extrinsic factors that influence DNSH implementation; thirdly, showing that implementing the DNSH
principle is becoming a governance tool in sustainability and environmental policies; also, identifying best
practices in institutional management for the effective implementation of DNSH compliance and
introducing the concept of DNSH professionalisation in the public sector; fifth, identifying competency
frameworks and training needs for public officials managing DNSH, and last but not least, supporting
public administration in integrating sustainability specialists (recommending a new occupational standard)
in order to comply with sustainability principles and formulating recommendations for improving
administrative capacity in the shift to a green economy.

This paper allows the researcher to identify: the possibility of maximising the effects for environmental
objectives; the manner in which local public authorities in Romania can ensure that environmental
objectives are achieved at the local level; methods to train civil servants to be able to strategically integrate
relevant environmental objectives into investment projects, not just for administrative compliance; ways to
help reduce the administrative burden on beneficiaries in implementing the requirements; instruments to
facilitate the monitoring of results achievement.

In particular, this research proposal will empirically analyze how institutional capacity effectively relates to
the success of sustainable DNSH-related projects in Romania. Consequently, the findings will highlight
key factors in the organizational ecosystem and propose solutions to prevent public investments from being
diverted from their social and environmental objectives, analyzing the direct link between the ease of
applying the DNSH principle and, for example, the ability of public institutions to promote staff
specialization in publicly funded projects.

This research effort has some known limitations. First, the limited access to administrative data or
confidential documents will require institutional partnerships and collaboration agreements. Then, the
limited staff input will be mitigated through confidentiality and clear communication. Third, the possible
legislative changes that may affect the study will be tackled by adapting to the updated context. Last but
not least, the reduced availability of participants for interviews will be minimized with flexible and concise
sessions previously scheduled.

Conclusion

At a later stage, this research will include two sections in the methodological design:

1. A qualitative research study, in which 30 managers will be interviewed to gain an in-depth
understanding of their perceptions and highlight the current situation regarding the application of DNSH.
The sampling of managers will not be random, and the sample will be selected fairly, ensuring that both
genders are represented and that it is representative of urban/rural environments, as well as of the
central/local criterion.

2. A quantitative study will be conducted with 120 managers using a survey tool. Also, the sample will be
drawn from various organizations, and questionnaires will be used to complete the analysis of data from
public sources.

The findings of this paper could prompt managers implementing investment projects to pay greater
attention to the intrinsic and extrinsic factors that hinder or facilitate DNSH compliance, as well as to the
training needs of public officials responsible for managing DNSH compliance. Given that the government's
efforts to fight against the effects of climate change are already impacting economic operators, with
applicable measures being strategic and mandatory in nature, stakeholders interested in accessing and
implementing projects with non-reimbursable funding can directly benefit from the findings derived from
this research, regarding the institutional behaviour at the level of local public institutions, the best practices
in institutional management for the effective implementation of DNSH compliance and the
recommendations for improving DNSH related administrative capacity. Local public authorities, economic
operators, civil society representatives, and professional associations can obtain instruments designed to
reduce the impact of the DNSH principle and circular practices.
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