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Abstract: Evaluating the effectiveness of sustainable projects is a com-
prehensive process that requires consideration of both financial, social 
and environmental aspects. The main objective of the article is to iden-
tify the ESG risks necessary to assume in assessing the viability of sus-
tainable projects. In the case of sustainable investments, it is worth 
using tools that take ESG aspects into account, such as LCA (Life Cycle 
Assessment) for environmental evaluation or social audits for assess-
ing the impact on the community. This study provides a theoretical 
and conceptual introduction. It indicates topics within the scope of 
the economic evaluation of projects methods from an expanded per-
spective on the profitability of sustainable projects.

Streszczenie: Ocena efektywności projektów zrównoważonych stano-
wi kompleksowy proces, integrujący aspekty finansowe, środowiskowe 
oraz społeczne. Głównym celem artykułu jest identyfikacja kluczo-
wych rodzajów ryzyka ESG (Environmental, Social, Governance), 
które należy uwzględnić przy ocenie opłacalności tego typu przedsię-
wzięć. W procesie tym zasadne jest stosowanie narzędzi zorientowa-
nych na czynniki ESG, takich jak LCA (Life Cycle Assessment) do 
oceny oddziaływania na środowisko czy audyty społeczne. Opraco-
wanie ma charakter teoretyczno-konceptualny, stanowiąc wstęp do 
zagadnień metodyki oceny opłacalności projektów zrównoważonych.
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Introduction

With the emergence of a new trend in project management, an important research 
problem arises regarding the conditions that must be met in order to implement sustain-
able development principles into project management practice. The topic is explored 
in terms of the selection of methodologies and focuses particularly on the planning 
stage. In this regard, an important aspect is the evaluation of the economic viability of 
the project, on the basis of which the decision to implement the project or reject it is 
made. Evaluation of investment efficiency is a process in which the costs associated with 
an investment are compared with its potential benefits. Ultimately, as a result of it, it is 
possible to determine whether the investment will bring a positive return and wheth-
er it is profitable in the long term. The use of a variety of investment methods makes 
it possible, by means of various indicators, to determine the return obtained from the 
investment in relation to the capital invested, or to determine the time it takes for the 
investment to return the initial outlay.

Evaluating the effectiveness of the aforementioned sustainable investments, i.e. 
those that take into account not only financial returns, but also environmental and 
social impact (ESG), is a process that requires a comprehensive approach. In addition 
to the need for an economic determination of profitability, it is important to deter-
mine whether the investment project has positive environmental, social and manage-
ment effects. Evaluating for ESG aspects and sustainable project objectives extends the 
traditional analysis.

The main objective of the article is to identify the risks necessary to assume in assess-
ing the viability of sustainable projects. Among the specific objectives identified are:

	§ to clarify the differences between sustainable project management and manage-
ment of sustainable projects,

	§ to present methods for evaluating investment projects,
	§ identify ESG risks necessary for inclusion in the economic evaluation of projects.

Descriptive and comparative analysis, critical analysis of the literature on the sub-
ject from Google Scholar and EBSCO were used to achieve the objectives. Publications 
from the period 2013–2023 were analyzed, searching using the keywords sustainable 
projects, economic evaluation of projects and ESG risk management. As a result of the 
deductive approach, the main considerations for the application of ESG-enhanced eco-
nomic efficiency assessment in project management were formulated.
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Sustainable project management and management  
of sustainable projects

Sustainable project management and management of sustainable projects are two 
distinct project management issues. Sustainable project management is concerned with 
ensuring that all aspects of traditional project management, from initiation and plan-
ning to implementation and evaluation, incorporate sustainability principles. This 
includes considering the social, environmental and economic impacts of a project and 
taking steps to minimize negative impacts and increase positive ones. Sustainable pro-
ject management is an approach that integrates sustainability aspects throughout the 
project management process. The integration of additional dimensions is intended 
to support the achievement of harmony between the various dimensions of sustain-
ability. Knowledge of sustainable project management is useful for project managers as 
well as sustainability and CSR personnel (Corporate Social Responsibility) [Kołoszycz, 
Wilczyński, 2023, pp. 66–67].

In addition to the traditional triple constraint, called the iron triangle (time, cost 
and quality), modern approaches to project management pay attention to the existing 
other triple constraint, related to ensuring sustainability, known as triple bottom line 
[Ebbesen, Hope, 2023, p. 4]. Classic project management of controlling time, budget 
and quality suggests a high level of predictability and control. In light of changes con-
sidered from a global and long-term perspective, it is important to consider the rela-
tionship between the three environmental, social and economic risks in the operation 
of businesses. These aspects are interrelated. If they are developed or optimized only 
in terms of one or two of them, it will usually be at the expense of the other aspects 
[Famielec, Famielec, 2016, p. 55].

In contrast, the term management of sustainable projects, although it refers to pro-
ject management, is focused on sustainability. It applies project management principles 
to ensure that a project is completed on time, within budget and to quality standards, 
while achieving sustainability goals [Kołoszycz, Wilczyński, 2023, p. 59].

Huemann and Silvius’ publication introduced into the literature an additional dis-
tinction between sustainable management through projects and sustainable management 
in projects [Huemann, Silvius, 2017]. This distinction relates to whether projects con-
tribute to the creation of services and products that realistically enhance sustainability 
(by the project), or whether the project management process itself is understood as an 
activity that has a positive impact on the environment (of the project). Around these are-
as of scientific reflection are built further, covering other themes [Ćwikła, 2023, p. 92], 
from understanding success [Khalifeh et al., 2020], to engaging stakeholders [Eskerod, 
Huemann, 2013] and the responsibility and role of project managers, to how to deal 
with paradoxes when trying to reconcile different expectations [Sabini et al., 2019].
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Elements of sustainable project management are becoming a necessity in methodi-
cal project management. In today’s world marked by the climate crisis, ever-accelerating 
social and economic changes, every organization is forced to revise its environmental, 
social and economic policies. Projects are not exempt from this change. Methodical pro-
ject management must adapt sustainable elements and update its own ways of operating 
[Karlikowski, 2024, p. 93]. Integrating the idea of sustainability, due to its timeliness, 
as well as the growing awareness of the scope, severity and effects of the climate crisis, 
determines the directions of management research [Gemünden, 2016]. Arguably, this 
trend will further intensify in the coming years [Ćwikła, 2023, p. 88].

Methods of evaluating investment projects –  
the classical approach

Many authors undertake to define a project. Among the basic characteristics that 
appear in explanatory proposals are the duration of the project, the lack of repetition 
in a given organization, and the achievement of a set goal. One proposal assumes that 
a project is “a large, one-time, long-term, expertly managed undertaking of an inter-
disciplinary nature, with the intention of achieving an unambiguously set goal within 
a specified period of time and with a specified budget, implemented by an entity (enter-
prise, institution) that is its response to changes in the environment that take place over 
time” [Małecki et al., 2019, p. 14]. Its implementation within time, budget and quality 
frameworks is emphasized [Kerzner, 2005, p. 17]. These three parameters are the con-
straints on project implementation and are called the project constraint triangle (inter-
changeably iron or gold triangle). The important thing in the project management 
process is to maintain balance, and in the situation of having to choose, to focus on the 
main goal of the project along with obtaining satisfaction of the project stakeholders.

The implementation of projects allows for two types of effects: material (economic) 
effects, which can be measurable in both natural and monetary units. The second type 
of projects does not generate material effects, but has a significant impact on society 
and the economy [Małecki et al., 2019, p. 14]. Examples of economic projects include 
those involving the construction of an office building, the expansion of a warehouse, 
the installation of renewable energy sources. Intangible projects include, for example, 
educational projects related to improving language or specialized skills, cultural and 
sports projects, raising environmental awareness, marketing campaigns.

Among the projects carried out in enterprises, the term investment often appears, 
which can be referred directly to the Accounting Law. According to Article 3.1, invest-
ments are assets held by an entity in order to derive economic benefits from them 
resulting from an increase in the value of these assets, to obtain income in the form 
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of interest, dividends (shares in profits) or other benefits, including from a commer-
cial transaction, and in particular financial assets and those real estate and intangible 
assets that are not used by the entity, but are held by it in order to achieve these ben-
efits [Małecki et al., 2019, p. 16]. In management terms, they are classified according 
to several criteria [Merło, 2021, p. 9]:

	§ subject – depending on the object whose creation is the subject of financing,
	§ the time of implementation and duration of operation – short-term, medium-term 

and long-term investments,
	§ the size of the involvement of capital – with a subjective division into large, medi-

um, small investments, as the determination of the size of the budget for the project 
should be confronted with the characteristics of a particular enterprise,

	§ place of implementation – domestic investments, foreign investments,
	§ interdependence of projects – mutually exclusive, complementary, substitutive 

investments,
	§ choice of the source of financing – own investments, borrowed, mixed,
	§ method of implementation – commissioned, made in-house.

A variety of methods are used to assess the profitability of an investment project. 
In terms of time horizon, methods are mainly classified as simple and dynamic. Simple 
methods, otherwise known as static or simplified methods, do not take into account 
the effect of the time factor on the value of cash flows (Figure 1). This disadvantage is 
offset by dynamic methods, otherwise known as discount or developed methods (Fig-
ure 2). A more precise evaluation of efficiency becomes possible by bringing receipts 
and expenditures to a certain date.

Figure 1.  Static methods for evaluating the profitability of investments

basic static methods

cost comparison

pro�t comparison

static payback time

accounting rate of return

Source: own elaboration based on [Merło, 2021, p. 49].

Static methods, as previously mentioned also called simple methods are mainly used 
in the preliminary stages of the investment project initiation process. Static methods 
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are used to study the profitability of small projects with a short life and implementa-
tion period. The most adopted calculations include:

	§ payback period – the time it takes for an investment to pay for itself,
	§ simple rate of return – the ratio of the annual profit from the project to the value 

of the initial investment outlay.
Advantages of static methods include their simplicity in calculation, clarity in com-

municating the result and its interpretation, and accessibility to a wide range of people 
and organizations from different industries when it comes to determining the assessment 
of project profitability. However, there is quite a lot of criticism of the above methods 
in the literature as well as among practitioners. Mainly they concern the uncertainty 
of obtaining future revenues and the cost of not taking advantage of the opportunities 
associated with generating future revenues. They represent only expected figures and 
do not consider inflation, which reduces real income.

For large projects that last more than a year or investments that require significant 
cash outlays, dynamic methods are most often used. The following indicators are most 
often calculated for projects of this type:

	§ NPV – net present value is the difference, between discounted cash flows and initial 
expenditures. The investment is acceptable when NPV>0, rejected when NPV<0,

	§ IRR – internal rate of return is based on discounted cash flow analysis. This is the 
interest rate at which the sum of discounted revenues equals expenditures. With it, 
NPV=0 then the investment is neutral, it can be accepted, however, non-financial 
criteria of project profitability should be considered.

Figure 2.  Dynamic methods for evaluating the profitability of investments

basic dynamic methods

internal rate of return IRR 

net present value NPV

modi�ed internal rate
of return MIRR 

pro�tability index PI

discounted payback time

Source: own elaboration based on [Merło, 2021, p. 49].



www.przedsiebiorstwo.waw.pl 95

Methods of economic evaluation of projects with consideration of ESG risks

Among the advantages of dynamic methods are the ability to compare the profit-
ability of investments with different inputs and the consideration of the total cash flow 
associated with the project. Among the disadvantages of this approach are the omission 
of qualitative factors, the failure to take into account the risks associated with the invest-
ment, and, in the case of the IRR method, the fact that it cannot be used to evaluate 
investments with unconventional cash flow [Guler, 2019]. There is a more frequent 
tendency to point to dynamic methods as being more effective and providing a more 
accurate decision to start a project [Grzeszczyk, Waszkiewicz, 2020, p. 2365].

As the design maturity of the enterprise increases, an increasingly broader set of 
design features influences the determination of its complexity, in accordance with the 
accepted cost, schedule and functional constraints [Chadam, Kański, 2020, p. 60]. Pro-
ject management poses a major challenge for managers because of the focus on a wide 
range of stakeholders in achieving strategic goals. Project investment objectives should 
be derived from the strategy of a given enterprise. It is understood as a process of creat-
ing a long-term plan, a position in the environment, a pattern of action or a process of 
self-identification [Merło, 2021, p. 35]. Investment activity cannot be detached from 
strategy and decision-making based on rational considerations, despite the chang-
ing environment. It is crucial to evaluate the profitability of the investment according 
to several scenarios, so as to obtain information on what is the relationship between 
the expenditures that will be incurred in connection with the implemented project and 
the effects obtained during the operating period from the implemented investment. By 
analyzing the carrying out of the project in several variants, an economically reason-
able decision can be made with regard to the available resources and possible risks by 
selecting the project in the optimal variant.

Basic assumptions of economic evaluation of projects 
with consideration of ESG

When making investment decisions, it is important to take a broader look at the 
effectiveness of the investment and its connection to other spheres of the company’s 
activity. It will depend on:

	§ the level of comprehensive and holistic assessment of project inputs and outputs,
	§ the multi-stage process of project preparation during which its authors and con-

tractors will use economic calculation to evaluate all general and partial solutions 
of a given variant,

	§ selection and application of appropriate methods of efficiency assessment for a spe-
cific type of investment of a given enterprise [Małecki et al., 2019, pp. 18–29].
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Activities at the level of the economic entity multiplied throughout the economy 
carried out in a continuous and stable manner are the basis for sustainable economic 
growth, which is based on the rate of investment [Ciborowski et al., 2001, pp. 15–16]. 
ESG factors are non-financial criteria, relating to corporate management, aimed at sus-
tainable development of the company. This development is to take place taking into 
account three aspects, namely the environmental, social and corporate governance.

ESG risks are threats or opportunities to an organization related to environmental 
(E), social (S) and corporate governance (G) factors. They can lead to negative finan-
cial, reputational and operational impacts. In detail, the main ESG risks are shown in 
Table 1. The financial impacts indicated refer to potential compliance costs, financial 
penalties, loss of investment or decline in goodwill. In terms of reputation, there may be 
a loss of trust from customers, business partners and investors. These two areas can also 
intensify operational impacts in terms of difficulties in obtaining resources, regulatory 
changes or lack of access to markets with special heightened requirements.

Table 1.  ESG risks important to consider in evaluating investment projects

Environmental risks (E) Social risks (S)  Corporate governance risks (G) 

Climate change Social conflicts Transparency assessment

Greenhouse gas emissions Social inequalities Ethical business practices

Natural resource consumption Labor practices Regulatory compliance

Waste consumption Human rights Internal control

Environmental degradation Employee health and safety issues Risk management systems

Source: own elaboration.

Examples of ecological risks within ESG include climate change, which can lead 
to increased operating costs. Deficiencies in waste management can generate costs for the 
company and damage to the environment. It is recommended to conduct an environ-
mental audit in a company that wants to operate in accordance with the law, minimize 
its impact on the environment and improve its efficiency. In turn, after conducting an 
energy efficiency audit and submitting an application to the Energy Regulatory Office, 
the company can obtain white certificates, which confirm energy savings [Dołęga, 
2022]. These certificates can then be sold on the Polish Power Exchange, which allows 
for the recovery of some of the costs incurred for energy-saving projects. Inappropri-
ate work practices or personal data protection can in turn result in penalties, sanctions 
and loss of trust, which can be significant from the perspective of managing the intel-
lectual capital of an organization.

Investment choices in each area, including environmental and social, concern the 
subject, place, time and size of the investment. They should be preceded by analyses of 
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the effectiveness of various investment options and their assessment from the point of 
view of the effectiveness of the investment project [Zalewska, Kozioł, 2015, p. 182]. In 
the basic theoretical approach, investment means the involvement of resources that are 
to bring expected results in the future. Taking into account ESG risks enables achiev-
ing financial and, above all, non-financial benefits such as: preserving natural heritage, 
limiting the use of resources, reducing waste, improving the quality of life of society, 
etc. [Zalewska, Kozioł, 2015, p. 182]. This means that at the stage of building incre-
mental cash flows, the impact of ESG risks on the investment project which may have 
a financial dimension, should be analyzed. It is important to precisely determine all 
costs related to the investment, estimate revenues, but also additional benefits in the 
form of tax relief, subsidies, financial support from government or international pro-
grams, taking into account the risk analysis. ESG can be taken into account, among 
others, by using sensitivity and scenario analysis, discounting cash flows with an ESG 
risk premium. Additionally, factors linked to:

	§ the size and structure of the investment: analysis of costs, benefits and risks related 
to the investment,

	§ investment goals: determining what goals the investor wants to achieve (e.g. finan-
cial profits, social development, environmental protection),

	§ work schedule: planning and implementing the investment over time.
The choice of economic methods that take into account ESG risks depends on the 

investment objective, type of installation and data. In the case of sustainable invest-
ments, it is worth using tools that take into account ESG aspects, e.g. LCA (Life Cycle 
Assessment) for environmental assessment or social audits [Asante-Appiah, Lambert, 
2023] for assessing the impact on the community.

LCA is a method for assessing the impact of a product, process or service on the envi-
ronment throughout its life cycle [Triguero et al., 2023], from raw material acquisition, 
through production and use, to disposal or recycling [Rozenkowska, 2021, pp. 108–
109]. It is a tool that allows to identify and quantify environmental impacts, such as 
greenhouse gas emissions, energy and water consumption, or soil pollution [Mahmud 
et al., 2021]. LCA analysis can be used, for example, to assess the impact of buildings 
on the environment, to study the carbon footprint of products, to assess the impact 
of production processes on the natural environment [Sarna, Ferdyn-Grygierek, 2021; 
Szymańska, 2021; Węglarz et al., 2023]. The LCA is presented on Figure 3.

In turn, social audits are used to assess the impact of business on society. A social 
audit is used to assess whether an organization operates in a socially responsible man-
ner and whether its activities have a positive impact on society [Desperak, 2012]. 
Social audit can be conducted in various ways, e.g. through surveys, interviews, obser-
vations, document analysis, etc. An approach that takes into account the actual impact 
of enterprises on society, and thus the social effects of their activities, provides a basis 
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for more in-depth research into the actual effects of integrating social policy with the 
overall policy and strategy of the company [Baran, 2021, p. 35]. Additionally, the legal 
environment is important and can have a positive or negative impact on investment 
processes [Kłobukowska, 2023].

Figure 3. � Life Cycle Assessment Applications – inside the company perspective

Resources

Processing

Manufacturing

Distribution

Use

End of life

strategic planning

evaluation of environmental
impacts

life cycle performance
and bene�t comparison

green investment &
procurement comparison

Source: own elaboration.

Conclusion

The assessment of the efficiency of sustainable projects is a comprehensive pro-
cess that requires taking into account both financial, social and environmental aspects. 
The use of appropriate indicators and methods, as well as the analysis of investment 
objectives and work schedules, allows for a precise economic evaluation of projects and 
making more informed investment decisions. In reference to the main objective of the 
work, ESG risks necessary to be adopted in the assessment of the profitability of sus-
tainable projects were identified. It is worth paying attention to the use of incremental 
flows related to ESG factors and then applying the characterized simple and dynamic 
methods. The article also presents a note on the differences between sustainable project 
management and management of sustainable project. From the perspective of assess-
ing the profitability of projects, establishing the definition of the project, its purpose 
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and scope is very important. Especially when the possibilities of this assessment are 
expanded to contain LCA (Life Cycle Assessment) analysis or conducting an internal 
audit, including a social, environmental and energy audit.

Conducting an economic assessment of the profitability of projects currently requires 
a broader approach to the analysis of risks in projects, including risks related to achiev-
ing ecological, social and corporate governance goals. Assessing the profitability of sus-
tainable projects allows managers to make informed decisions based on an analysis of 
whether a given project will bring financial and non-financial benefits. It is important 
to identify which ESG aspects have the greatest impact on a given project and how they 
can affect its profitability. Finally, it is necessary to assess whether the costs of its imple-
mentation do not exceed the potential profits. This assessment is crucial for companies 
wishing to invest in sustainable development and increase their attractiveness to inves-
tors. Such activities will help maintain or increase competitiveness on the market.

This study is a theoretical and conceptual introduction highlighting the most 
important issues with an extended view of the profitability of sustainable projects. In 
subsequent studies, it is worth using the approach related to building models to verify 
the assumptions related to the inclusion of ESG risks in projects for specific types of 
environmental, social or mixed projects.
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