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Abstract 
This document, jointly developed by Technical University of Dublin (TU Dublin) and Iniziativa 

Cube (INI) is focused on a proposal of circular financing mechanisms for the adaptive reuse of 
cultural heritage and on the evidence of how different financing mechanisms can be implemented 
by the main case studies of CLIC project: Fengersfores Mill Complex in Vastra Gotaland Region 
(Sweden) and Edifici Mondo case study in Salerno.      
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1 Description of the Project  

The overarching goal of CLIC trans-disciplinary research project is to identify evaluation tools to 
test, implement, validate and share innovative "circular" financing, business and governance models 
for systemic adaptive reuse of cultural heritage and landscape, demonstrating the economic, social, 
environmental convenience, in terms of long lasting economic, cultural and environmental wealth. 

The characteristics of cultural heritage and landscape pose significant challenges for its 
governance. Cultural heritage is a “common good”, which enjoyment cannot be denied to citizens, 
although many buildings and landscape structures are privately owned. Furthermore, the large 
economic resources needed for recovery and maintenance of heritage goods are rarely available to 
the private owner, often charged of the additional cost of non-use due to limited degree of 
transformation allowed. The existing governance arrangements currently involve limited 
stakeholders concerning for the historic, aesthetic or religious sociocultural values, severely 
restricting the use of the heritage properties, and charge the central government of conservation 
costs. The approach of regulatory and planning tools throughout European countries has been to 
preserve cultural heritage by preventing transformation of buildings or areas having historic-cultural 
significance.  

“The current monument-based, full protection, and government-financed approach that restricts 
the use of protected properties and relies almost entirely on public funds is incapable of tackling the 
vast urban heritage of most communities and of sustaining conservation efforts in the long term” 
(Rojas, 2016). To turn cultural heritage and landscape into a resource, instead of a cost for the 
community, the structures of authority, institutions and financial arrangements should be adjusted to 
ensure larger stakeholders’ involvement in decision-making, attract private investments and facilitate 
cooperation between community actors, public institutions, property owners, informal users and 
producers (Rojas, 2016). The risk is that without financing channels the decay of European heritage 
and landscape will increase, until its irreversible loss.   

Flexible, transparent and inclusive tools to manage change are required to leverage the potential 
of cultural heritage for Europe, fostering adaptive reuse of cultural heritage / landscape. Tools for 
management of change should consider costs and benefits at the local level and for all stakeholders, 
including future generations, and should take into account the cultural, social, environmental and 
economic costs of disrepair through neglect, compared to the benefits obtained through diverse 
scenarios of transformation / integrated conservation. 

Costs and values of cultural heritage adaptive reuse have to be compared in a multidimensional 
space: the relationship between costs and “complex values” influences the willingness to invest in 
the functional recovery of cultural heritage and landscape. Therefore, it is necessary to clarify what 
is intended for the value of cultural heritage. The higher the perceived value for potential actors, the 
higher the willingness to take the risk of investment. This “complex value” of cultural heritage 
depends on the intrinsic characteristics, but also from extrinsic (context) characters.  

Investment costs are related to the materials, technologies and techniques to be used to preserve 
the cultural value of the heritage / landscape, and to maintenance / management / operating costs. 
The willingness to invest, the same value done, increases with the reduction of costs. Then, the 
social cost of abandonment – and eventual irreversible loss of heritage – must be included in the 
investment choice. 

The investment gap in cultural heritage and landscape regeneration can be addressed through 
careful evaluation of costs, complex values and impacts of adaptive reuse, providing critical evidence 
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of the wealth of jobs, social, cultural, environmental and economic returns on the investment in 
cultural heritage. 

1.1 CLIC Specific objectives 

The scopes of CLIC project will be achieved through a set of specific, measurable, achievable, 
realistic and time-constrained (SMART) specific objectives: 

Objective 1 – To synthesize existing knowledge on best practices of cultural heritage adaptive 
reuse making it accessible to researchers, policy makers, entrepreneurs and civil society 
organizations, also with direct dialogue with their promoters; 

Objective 2 – To provide a holistic ex-post evaluation of the economic, social, cultural and 
environmental impacts of cultural heritage adaptive reuse, stressing on the importance of appropriate 
conservation and maintenance approaches able to highlight the integrity and authenticity of heritage; 

Objective 3 – To provide EU-wide participated policy guidelines to overcome existing cultural, 
social, economic, institutional, legal, regulatory and administrative barriers and bottlenecks for 
cultural heritage systemic adaptive reuse;  

Objective 4 – To develop and test innovative governance models and a set of evidence-based, 
participative, usable, scalable and replicable decision support evaluation tools to improve policy and 
management options/choices on cultural heritage systemic adaptive reuse, in the perspective of the 
circular economy;  

Objective 5 – To analyse hybrid financing and business models that promote circularity through 
shared value creation, and assess their feasibility, bankability and robustness for cultural heritage 
adaptive reuse;  

Objective 6 – To validate the CLIC circular financing, business and governance practical tools in 
4 European cities / territories representative of different geographic, historic, cultural and political 
contexts;  

Objective 7 – To contribute to operationalise the management change of the cultural landscape 
also in implementing the UNESCO Recommendation on Historic Urban Landscape; 

Objective 8 – To re-connect fragmented landscapes, through functions, infrastructures, visual 
relations at macro and micro scale; 

Objective 9 – To design and implement a stakeholders-oriented Knowledge and Information Hub 
to make tools and information accessible, useful and usable and test them with policy-makers, 
entrepreneurs, investment funds and civil society organizations; 

Objective 10 To contribute to the creation of new jobs and skills in the circular economy through 
cultural heritage adaptive reuse, boosting startups and sustainable hybrid businesses and 
empowering local communities and stakeholders through public-private-social cooperation models. 

Objective 11 To contribute to the monitoring and implementation of SDGs (especially Target 
11.4) and the New Urban Agenda, creating operational synergies with global initiatives of UN-
Habitat, UNESCO/ICOMOS and the World Urban Campaign. 

All partners have wide experience in developing and testing CLIC proposed tools, ensuring the 
effective and time-constrained achievement of all the above-mentioned specific goals. The 
integration of sectorial knowledge, tools and methods will be achieved through a trans-disciplinary 
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approach promoting partners and stakeholders’ cooperation, co-creation of knowledge and co-
delivery of outcomes. 

The expected impacts of the project are the following:  

• Validation of integrated approaches and strategies for cultural heritage adaptive re-use, 
comprising innovative finance with high leverage capacity, business models and institutional 
and governance arrangements that foster multi-stakeholder involvement, citizens’ and 
communities’ engagement and empowerment; 
 

• New investments and market opportunities in adaptive re-use of cultural heritage, also 
stimulating the creation of start-ups; 

 
• An enabling context for the development and wide deployment of new technologies, 

techniques and expertise enhancing industrial competitiveness and contributing to economic 
growth, new skills and jobs; 

 
• Innovative adaptive re-use models that are culturally, socially and economically inclusive; 

 
• Contribution to implementing the Sustainable Development Goals (SDGs) (Goals 1, 15, 11 

particularly) and the United Nations New Urban Agenda. 
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2 Introduction 

Cultural heritage, which represents one of the classic examples of the economic category of 
“common good” belonging to each citizen of a certain place and very frequently constituting an 
identity character of a community, traditionally receives funding from the public sector, primarily for 
the purpose of its preservation.  

The COVID-19 crisis has affected in an unprecedented way both our lives as well as cultural 
sector fruition. Indeed, the societal challenges have become more acute and this may bring to turn 
off the spotlights on already limited dedicated public budget to cultural heritage. The COVID-19 
pandemic has affected every dimension of the cultural heritage value chain: loss of revenue, stop of 
maintenance and restoration works, the restriction of access and participation in cultural events etc.  
According to a recent report by the Joint Research Centre of the EC, over 7 million of cultural and 
creative jobs are at risk due to the crisis (Montalto et al., 2020). The Council conclusions on risk 
management in the area of cultural heritage emphasises the relevance of sustainability and 
resilience for cultural heritage management and mobilisation of financial resources to safeguard the 
endangered heritage (Council of Europe, 2020).    

At the same time, the growing economic and social progress, also in developing countries, 
contributes to expand the cultural needs and interests of the population with a particular increase in 
the demand of cultural goods and services. The spread of technology contributes to enjoy cultural 
goods in a completely new and innovative way, never imagined before.    

In this context, in contradiction, the top-down public policies become inefficient, because 
excessively concentrated on preservation and less focused towards the exploitation of cultural 
heritage potential and the catchment of the new trends. In a period of increasing pressure on public 
budgets, this activates the perverse spiral of increasingly inadequate investments because of scarce 
available resources in the hands of the public decision-maker that generate insufficient allocation of 
funds and, as a result, the growing ineffectiveness of spending in the sector.  

Moreover, in the absence of clear allocation criteria, spreading equally the available resources 
among the existing cultural heritage initiatives can even increase the inefficient distribution of funds 
because bad investments withdraw resources from good investments. This results in the 
impossibility to reach an efficient investment scale or to exploit the full business potential. In the 
medium term, this situation leads to the depletion of a non-trivial part of the cultural heritage, 
including its immaterial values. The consequence is the call for the “private hand” at the last stage 
with a wrong approach, which often brings cultural heritage “on sale” or to the denial of its fruition.  

Opposed to the exclusive public intervention, the choice of privatization of cultural heritage often 
generates both cash flows as well as side effects. The private sector can adopt a “cherry picking” 
approach by leaving less valuable cultural heritage in the public hands. This increases the problems 
of ordinary management and insufficient resources, activating, therefore, the perverse spiral of 
progressive decay of the residual cultural heritage. From a social point of view, in the medium term, 
the privatization can contribute to the community impoverishment of powerful instruments of 
collective memory and identity due to the inaccessibility of privatised goods or to the high costs of 
use. 

The Council elicits among the measures likely to promote the funding of the conservation of the 
architectural heritage the use of public funds more effectively to generate private investment, 
creating more favourable conditions to stimulate conservation projects, enhance the profitability of 
private investments and decrease their risks (Council of Europe, 1991). 
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For the purpose of this report, cultural heritage involved in an adaptive reuse initiative is intended 
as: not only monuments, groups of buildings or sites which are legally protected or of prestige value, 
but also all groups of buildings in urban or rural settings which form a coherent whole by virtue of the 
homogeneity of their style or the imprint of the history of groups of people who have lived there 
(Council of Europe, 1991). 

This document adopts the “integrated conservation” of cultural heritage concept defined as “the 
whole range of measures aimed at ensuring the perpetuation of that heritage, its maintenance as 
part of an appropriate environment, whether man made or natural, its utilization and its adaptation 
to the needs of society” (Council of Europe, 1976). According to the Council’s Resolution (Council of 
Europe, 1976), “integrated conservation” can be achieved through different measures as: 

• restoration and enhancement of monuments, groups of buildings and sites; 
• revitalisation initiatives of architectural heritage (monuments and old buildings) by 

“assigning them a social purpose, possibly differing from their original function but 
compatible with their dignity, and as far as possible in keeping with the character of 
their setting”; 

• rehabilitation of buildings, by “renovating their internal structure and adapting it to the 
needs of modern life, while carefully preserving features of cultural interest” (Council 
of Europe, 1976). 

These aspects are assumed integral part of the terminology “adaptive reuse” embraced in this 
report. 

Moreover, the cultural heritage adaptive reuse is addressed in the perspective of circular 
economy and circular models under the CLIC project framework. The latter focuses on several 
assumptions (Fusco Girard, 2019): 

• the circular economy as the economy which mimics nature economy (ecology), as the 
hybrid integration of the men economy into the economy of nature, as an “impact 
economy” it suggests that it is possible to do more with less; 

• the auto-poietic capacity and the symbiotic capacity of the ecosystem, as a source of 
generative capacity for transforming died site into a living system, to be managed as a 
living organism, able to learn, adapt to its context, self-organise; 

• the human-centred approach focused on “human flourishing” and wellbeing; 
• the key role of social-civic sector particularly attentive to cooperation and to intrinsic 

values; 
• the role of the intrinsic value, as the “soul” of a site; 
• the central role of new functions in the re-use linked to the innovative/creative functions 

for promoting a self-sustainable ecosystem, to be managed through a circular 
organisation and closed loops, mimicking natural processes (Fusco Girard, 2019).     

 
In CLIC project, the cultural heritage adaptive reuse is suggested “as the entry point for 

implementing the circular city, that is the specific spatial/territorial aspect of the circular economy” 
(Fusco Girard, 2019).    

More in general, circular economy requires different modalities of implementing 
operative/business activities and hence has different financial needs. We assist at a paradigm shift 
that modifies the role of both for-profit/not-for-profit market players as well as the investors. In this 
new circular economy context, market players and investors have to understand and bond to each 
other. For this reason, it is important to have a clear understanding of the differences between 
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circular and linear business models, specific financial bottlenecks, adjustment of investors’ 
operating modalities in order to enable circular innovations (Achterberg and van Tilburg, 2016). 

The expected returns and impacts of circular businesses are interesting from both the 
environmental as well as financial point of view. The concept’s restorative approach is estimated to 
save the US $1 trillion per annum worldwide by 2025 (EllenMacArthur and Mckinsey&Co., 2014). In 
the last years, many market players are innovating their business models towards circular business 
models through changes regarding circular design (developing products and materials with the aim 
of retaining their value in the future), optimal use supporting prolonged asset utilization and product 
productivity), value recovery (capturing value after the product has reached the end-of-life stage), 
network organisation (enabling and connecting circular businesses throughout the supply chain) or 
a combination of these categories (Achterberg and van Tilburg, 2016). 

In the transition from a linear economy to a circular economy, finance represents one of the main 
critical barriers. The most affirmed circular business models are still perceived as highly risky by the 
investors: new revenues and ownership structures, cash flows spread out over time, longer payback 
periods, increased risk of default and demand for working capital, decrease in short-term margins 
etc. (Achterberg and van Tilburg, 2016).  

At the same time, the long-term strength and robustness of circular business models are not 
accounted for in current financial decision-making models. In general, the backbone of financial 
decision-making is based on (hard) financial, historic data in combination with tangible assets, with 
a small role for relationship-based investing. In order to finance circular businesses investors needs 
to change their mind-sets and innovate the existing investment evaluation techniques with new ones. 

In parallel with the deployment of circular business models, the development of impact investing 
and acceleration in the adoption of impact measurement standards (e.g. ESG) are paramount 
for the flourishing of a sustainable and inclusive society. Impact investments are those made with 
an intention to generate positive, measurable social and environmental impact alongside financial 
returns. Impact is becoming a central part of mainstream finance as major investors are optimizing 
for the three dimensions of risk, return and impact in all their capital allocation decisions.  

Under the CLIC project framework, ICHEC Brussels Management School (CLIC partner) has 
developed a circular business model for adaptive reuse of cultural heritage in line with the 
guidelines of the Historic Urban Landscape approach (D4.5)1. After reviewing a number of 
sustainable business model canvases, the flourishing business model, developed by Antony Upward 
and Edward James Consulting in 2014, was selected and adapted by ICHEC’s team to the context 
of adaptive reuse. The reason behind embracing the flourishing business model is that it is based 
on a tri-profit metric, namely; economic viability, social benefits and environmental regeneration. 
Therefore, ICHEC’s team found that the flourishing business model was the most adequate model 
in order to fulfil CLIC’s vision and its multidisciplinary human-centred framework. 

The model has been validate during the Circular Business Model Workshops that have been 
carried out in the four CLIC partner cities/regions: Vastra Götaland Region in Sweden, Pakhuis de 
Zwijger in Amsterdam (NL), the municipality of Rijeka in Croatia and the Municipality of Salerno in 
Italy. For almost all the involved city/regional participants several circular business models have been 
co-designed based on desirable, feasible and economically viable solutions. Moreover, participants 
were encouraged to map and explore funding opportunities at the local, regional and national 
levels (Saleh, Drouillon and Ost, 2020b).  

                                                
1 https://www.clicproject.eu/deliverables/ 

https://www.clicproject.eu/deliverables/
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An initial state of the art of existing financing mechanisms have been developed under CLIC 
project (D1.3) and later, TU Dublin (D4.1) provided a detailed analysis of the financial landscape and 
ARCH best practices. In CLIC D1.3 a first grouping of financing mechanisms have been proposed 
in function of the investment pattern of the ARCH initiative (e.g. design, re-building, use & operate, 
etc.), the typology of ARCH project (i.e. cold, warm and hot) and expected returns (i.e. impact, social 
and financial/market returns). Thus, for different aspects of ARCH initiatives, different financing 
mechanisms will be necessary. Moreover, the CLIC toolkit (developed in D4.1 (Pickerill, 2021)) 
highlights both traditional and evolving funding mechanisms including financial (Grant, Tax, Debt & 
Equity) and non-financial (Regulatory, Real estate, Risk mitigation, Capacity building & Impact 
metric) instruments within a set of “umbrella categories” to aid decision making regarding individual 
and complementary blended funding options2. 

The Council of the European Union has addressed since the middle of seventies of the previous 
millennium the financial measures for the cultural heritage at different levels – national, regional 
and cities – and fostered budget reallocation for ARCH initiatives. Built on the European Charter of 
the Architectural Heritage (1975), the Council also identifies specific financial measures as financing 
of preliminary surveys (preliminary scientific, technical and socio-economic surveys), financing of 
works (state grants, long-term and long-interest loans), tax relief, establishment of a fund (“revolving 
fund”). Also “statutory financial aid should be granted not only to private owners but also to public, 
private or mixed bodies formally recognised and appointed by them.” (Council of Europe, 1975b, 
1976).  

The resilience of the cultural heritage sector, in particular during natural, health or human-
provoked crisis, may be also enhanced through the adaptation of management and business models 
and development of new professional skills. The involvement of civil and private stakeholders 
through Public-Private-People Partnerships assumes today more relevance than ever and need to 
be further explored. In the perspective of making the valorisation and preservation of heritage part 
of broader long-term development plans, one-off and isolated interventions should be substituted by 
continuous collaboration between the involved parties (European Commission, 2014). 

The general context described represents the starting point for this report and for the design of 
the financing mechanisms developed here under CLIC project. Finally, it is important to stress that 
the proposed financing mechanisms will regard both physical ARCH initiatives (i.e. restoration, 
revitalisation and rehabilitation) as well as the “new functions in the re-use linked to the 
innovative/creative functions” (Fusco Girard, 2019), interpreted, in particular, through the adoption 
of circular business models.  

 

2.1 Document structure 

This document is structured in two main parts: the first part addressing the structure and concepts 
underpinning the financing mechanisms proposed, while the second part is focused on practical 
aspects, in particular, the role and the evidence how different financing mechanisms can be 
implemented by the main case studies of CLIC project (i.e. VGR and Salerno).  

More specifically, the Part 1 of the document is focused on the definition of different types of 
financing, sustainable activities, blended mechanisms and leverage concept. It also details the INI’s 

                                                
2 https://www.clicproject.eu/deliverables/ 

https://www.clicproject.eu/deliverables/
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approach towards circular financing of ARCH initiatives and details all the conditions and 
mechanisms underpinning the three financing instruments proposed, i.e. ARCH Investment 
Readiness Facility, ARCH Revolving Circular Impact Fund and Hybrid Public Private Partnerships 
approach. The Part 1 has been developed by INI.  

The Part 2 focuses on two CLIC case studies and on the circular financing models validation. 
The latter has been supported by the organization of two HIP events dedicated to the presentation 
of circular financing toolkit (TU Dublin) and circular financing mechanisms (INI). TU Dublin has 
provided an overview of the financing of circular adaptive reuse and energy retrofit at Fengersfores 
Mill Complex in Vastra Gotaland Region (Sweden). Themes such as regeneration and remediation 
of Fingersfors Mill, Swedish political context, cooperative community-led ownership strategies, land 
transfer mechanisms and relevant case studies have been addressed during the HIP. Similarly, for 
Edifici Mondo case study in Salerno, innovative financing of circular adaptive reuse, participatory 
process, perspectives on the use of ESIFs, PPPs and skills gap were the main themes of the HIP 
event.      
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PART 1 – CLIC CIRCULAR FINANCING MODELS FOR CULTURAL 
HERITAGE ADAPTIVE REUSE  

 

3 EU Taxonomy and definitions of circular, sustainable, green, social, 
impact and ESG finance for ARCH, blended finance and leverage 
concept: a summary overview 

3.1 EU Taxonomy and definitions of circular, sustainable, green, social, impact and 

ESG finance for ARCH 

The aim of the activities under CLIC project WP4 (T4.1) is to develop circular financing 
mechanisms for the adaptive reuse of cultural heritage, also taking into account the impact of 
investments. Among the first steps before starting the design phase, it is necessary to analyse the 
existing definitions for the EU taxonomy, circular, sustainable, green, social, impact and ESG 
finance. Policy makers, regulators and other financial sector stakeholders have advanced recently 
with several proposals for the mentioned terminology. At global and European level, there is still a 
need for convergence on terminology among markets participants, stakeholders, as well as policy 
makers and regulators. For the scope of this report, it is important to have a clear understanding of 
the existing terminology in the sustainable finance field to which to refer.  

Circular Economy Finance 
A first definition of circular economy finance has been provided by ABN AMRO, ING and 

Rabobank – members of the FinanceCE working group, founded by PGGM supported by the Ellen 
MacArthur Foundation. The members’ goal is to create and stimulate a common understanding of 
circular economy finance: 

“Circular Economy Finance is any type of instrument where the investments will be exclusively 
applied to finance or re-finance, in part or in full, new and/or existing eligible companies or projects 
in circular economy” (ABN Amro et al., 2018). 

Sustainable Finance and Green Finance 
In 2018, the Sustainable Finance Study Group under G20 has extended the definition of 

sustainable finance as: 
“Sustainable finance can be broadly understood as financing as well as related institutional and 

market arrangements that contribute to the achievement of strong, sustainable, balanced and 
inclusive growth, through supporting directly and indirectly the framework of the Sustainable 
Development Goals (SDGs). A proper framework for sustainable finance development may also 
improve the stability and efficiency of the financial markets by adequately addressing risks as well 
as market failures such as externalities” (G20 Sustainable Finance Study Group, 2018). 
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The European Commission has developed a rich policy agenda on sustainable finance since 
2018. Sustainable finance plays a key role in mobilising the necessary financial resources to deliver 
on the policy objectives under the European Green Deal. In the EU’s policy context, “sustainable 
finance is understood as finance to support economic growth while reducing pressures on the 
environment and taking into account social and governance aspects. Sustainable finance also 
encompasses transparency on risks related to ESG factors that may impact the financial system, 
and the mitigation of such risks through the appropriate governance of financial and corporate actors” 
(European Commission, 2020b).   

Green Finance 
Green Finance can be defined as “financing of investments that provide environmental benefits 

in the broader context of environmentally sustainable development”, addressing also the “adjustment 
of risk perception” “related to environment factors” (G20 Green Finance Study Group, 2016). 

EU Taxonomy 
The EU’s Action Plan on Financing Sustainable Growth (March 2018) called for the creation of a 

classification system for sustainable activities or Taxonomy. In the context of sustainable finance, 
the EU Taxonomy is a classification system identifying activities, assets, and/or project categories 
that deliver key climate, green, social or sustainable objectives with reference to identified thresholds 
and/or targets (International Capital Markets Association, 2020). 

The EU Taxonomy is a tool to help investors, companies, issuers and project promoters navigate 
the transition towards a low–carbon, resilient and resource–efficient economy. Six environmental 
objectives have been set under the Taxonomy: 

• Climate change mitigation; 
• Climate change adaptation; 
• Sustainable and protection of water and marine resources; 
• Transition to a circular economy; 
• Pollution, prevention and control; 
• Protection and restoration of biodiversity and ecosystems. 

The Taxonomy sets performance thresholds (referred to as “technical screening criteria”) for 
economic activities which: 

• Make a substantive contribution to one of six environmental objectives; 
• Do no significant harm to the other five, where relevant; 
• Comply with minimum safeguards. 

The performance thresholds will help companies, project promoters and issuers access green 
financing to improve their environmental performance, as well as helping to identify which activities 
are already environmentally friendly. The Taxonomy Regulation sets out three groups of Taxonomy 
users:  

• Financial market participants offering financial products in the EU, including occupational 
pension providers; 

• Large companies3 who are already required to provide a non-financial statement under 
the Non-Financial Reporting Directive, substituted by the Corporate Sustainability 
Reporting Directive (CSRD); and 

                                                
3 “public interest entities”, meaning listed companies, banks, and insurance companies. 
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• The EU and Member States, when setting public measures, standards or labels for green 
financial products or green (corporate) bonds. 

However, the EU Taxonomy will have many applications beyond these and, as recently expected 
under the new CSRD, will become mandatory also for all large companies and listed SMEs   
(European Commission, 2020b).  

The EU taxonomy is one of the most significant developments in sustainable finance and will 
have wide ranging implications for investors and issuers working in EU, and beyond (European 
Commission, 2020b). Indeed, it represents a relevant aspect when designing and implementing 
circular financial mechanisms.  

At the current development stage of the EU Taxonomy, the economic activities addressed have 
the potential to make a substantial contribution to climate change mitigation or climate change 
adaptation. The Technical Expert Group (TEG) on Sustainable Finance considers that, in a fully 
completed Taxonomy, not all economic activities will have a performance threshold for substantial 
contribution to climate change mitigation. In such cases, it would be still possible to recognise 
improvement measures, such as through improved energy efficiency of buildings, where these 
are considered to make a substantial contribution in their own right (European Commission, 2020b). 
The consideration of Taxonomy-aligned improvement measures can be very interesting in particular 
with reference to the built cultural heritage.    

In the EU Taxonomy, NACE codes have been used as a framework to capture all economic 
sectors, and hence almost all economic activities. There are, however, economic activities that are 
not directly covered by NACE codes, as for example buildings. The TEG has therefore identified 
buildings as a cross-cutting activity for both climate change mitigation and adaptation.  

It is likely that additional NACE codes will need to be added to enable Taxonomy coverage of 
activities such as: 

• Services and facilities to support changes in life-style choices (e.g. increased plant-based 
diets or prioritising walking over driving); 

• Natural capital preservation, restoration and creation and related services (European 
Commission, 2020b). 

All six objectives of the EU Taxonomy are pertinent with the financial issues addressed by CLIC 
project and the objective of the protection and restoration of biodiversity and ecosystems includes, 
among the others, the cultural dimension through the group of cultural services (such as providing 
spiritual and recreational benefits) as one of the ecosystem services categories.  

All companies subject to the non-financial disclosure under the CSRD have to include a 
description of how, and to what extent, their activities are associated with Taxonomy-aligned 
activities. For non-financial companies, the disclosure must include: 

• the proportion of turnover aligned with the Taxonomy; and  
• CAPEX and, if relevant, OPEX aligned with the Taxonomy (European Commission, 

2020b).  
Turnover gives a clear picture of where a company currently is relative to the Taxonomy. It allows 

investors to report the percentage of their fund invested in Taxonomy-aligned activities. CAPEX, in 
contrast, is a key variable for assessing the credibility of a company’s strategy, and it helps investors 
decide whether they agree with their strategic approach. Companies that disclose their CAPEX 
investments in economic activities as part of a plan to be Taxonomy-aligned provide invaluable 
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information for constructing green portfolios, and for analysing companies transition plans and/or 
environmental sustainability performance and strategies.  

Beyond Taxonomy application at company level, disclosure can be made at project and/or at 
asset level. More generally for the use-of-proceeds (e.g. in the case of issuers of EU Green Bonds), 
the TEG recommends to include any CAPEX and selected OPEX such as maintenance costs related 
to green assets that either increase the lifetime or the value of the assets, and research and 
development costs4 (European Commission, 2020b). 

Disclosure on economic activities not yet covered by the Taxonomy would be voluntary.  
Financial market participants offering financial products in the EU have to disclose how and to 

what extent the investments underlying the financial product are invested in environmentally 
sustainable economic activities.  

Investors are required to disclose: 

• To what environmental objective(s) the investments contribute; and  
• The proportion of underlying investments that are Taxonomy-aligned, expressed as a 

percentage.  
The application of the Taxonomy is at its initial stage and follow a constant evolution.  

Interestingly, the development and use of the Taxonomy is rather appropriate with the development 
phase of circular financing under CLIC project – the core of this report. Indeed, CLIC final goal is 
perfectly aligned with the Taxonomy’s forth objective on the transition to a circular economy. At the 
same time, based on the adaptive reuse of cultural heritage initiative and the circular business model 
to be adopted, one or more of the other five objectives can be addressed. Under the CLIC project 
framework, the Taxonomy is relevant for both businesses/non-profit organisation as well as for 
financial participants (private or public) interested in the implementation of the designed circular 
financing mechanisms.  

At present, the Taxonomy addresses directly large companies and financial market participants, 
but because these organisations are important parts of a system, it is expected that the EU 
Taxonomy will be embarrassed on a voluntary base in the next years by the other players on the 
market (i.e. SMEs, non-profit organisation, public sector etc.). For this reason, the main features of 
the EU Taxonomy have been considered during the design of the new financial mechanisms for 
ARCH initiatives. Moreover, the Taxonomy already provides the technical screening criteria for the 
sector of building renovation – the most relevant one when considering ARCH initiatives, not taking 
into account the economic activities of the deployed business models inside the adapted cultural 
heritage asset. The sector of building renovation is considered by the TEG providing environmental 
contributions to all the six objectives underlying the Taxonomy. In this respect and in the context of 
current agreements about resilience and recovery measures, the TEG has proposed five high-level 
“Principles for Recovery & Resilience” supported by detailed recommendations for applying the 
Taxonomy to the EU’s Recovery Package (i.e. the Multiannual Financial Framework (MFF) and Next 
Generation EU (NGEU)) (EU Technical Expert Group on Sustainable Finance, 2020a).    

Finally, it can be useful to give evidence that, together with other additional dimensions to be 
potentially incorporated in the Taxonomy (e.g. social) and based on the relevance and spill over 
effects of culture and cultural heritage in general (Sanetra-Szeliga et al., 2015; Sacco and Teti, 

                                                
4 OPEX such as purchasing costs and leasing costs would not though normally be eligible except in specific and/or 

exceptional cases as may be identified in the EU Taxonomy. 
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2017), the TEG group could evaluate also the proposal of this element for the future revisions of 
the Taxonomy.     

 
Social Finance 
The definition of Social Finance refers to and is consistent with the Social Bond Principles 

supported by ICMA (International Capital Market Association, 2020; International Capital Markets 
Association, 2020). Social Finance is financing that supports actions mitigating or addressing a 
specific social issue and/or seeking to achieve positive social outcomes especially but not exclusively 
for a target population(s). Social finance project categories include but are not limited to, providing 
and/or promoting affordable basic infrastructure, access to essential services (such as health and 
healthcare), affordable housing, employment generation including through the potential effect on 
SME financing and microfinance, food security, and socioeconomic advancement and 
empowerment (International Capital Markets Association, 2020). 

 
Impact Finance and ESG Investing 
According to the definition of ICMA, Impact Finance is the financing of businesses or economic 

activities which produces verifiable and direct positive impact on the society and/or environment, 
based on agreed metrics and benchmarking while also seeking market aligned or better financial 
return (International Capital Markets Association, 2020).   

ESG investing places itself within the investment spectrum between financial and social returns. 
One extreme of the spectrum, based only on pure social investing such as philanthropy, looks for 
social returns, related to environmental or social benefits, including with regard to human and worker 
rights, gender equality etc. The other extreme of the spectrum is characterised by the maximisation 
of investors’ value through financial returns based on absolute or risk-adjusted measures of financial 
value (Boffo and Patalano, 2020). 

Within this spectrum, ESG investing aims at financial returns maximisation and application of 
ESG factors for the risks and opportunities assessment in a mid to long-term perspective. Indeed, 
the main differences from purely commercial investing is that it takes into account factors other than 
assessment of short-term financial performance and commercial risks to that performance. In this 
way, ESG investing incorporates the risk assessment of long-term environmental, social and 
governance challenges and developments (Boffo and Patalano, 2020). 

The differences between ESG funds and social impact funds is still not clear, and there is still 
space for market stakeholders to address this issues in the near future, also under the form of 
Taxonomy, similarly to the EC initiative mentioned above. In this regard, ESG ratings assume a 
relevant role, serving different purposes for different investors. While some investors use ESG as a 
tool for risk management, some others use it to improve their position on sustainable finance in order 
to align with societal and impact issues (Boffo and Patalano, 2020). 

Impact investing, along with ESG investing is a sustainable form of finance with the aim to 
generate a positive social return that is measurable and reportable, alongside a financial return. The 
ambiguity remains only on this aspect.  
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Figure 1 – The spectrum of social and financial investing 

Source: (Boffo and Patalano, 2020) 
 
In the OECD publication “ESG Investing: Practices, Progress and Challenges”, the authors 

identify several drivers that have contributed to growth of ESG investing: 

• Societal demands by non-investors: the transition from the shareholder to stakeholder 
model has challenged the notion that the firm serves only shareholders. This has 
incentivised reporting on issues regarding good practices and standards that do not relate 
to short-term financial returns but are thought to contribute to long-term value, such as by 
strengthening reputation, brand loyalty, and talent retention; 

• Greater demand by social impact investors for data related to E, S and G factors, related 
to good practices; 

• Demand by ESG investors through responsible investing to take a more sustainable 
perspective, which can both benefit from risk management elements of ESG and also 
better align with societal values (Boffo and Patalano, 2020). 

 
The definitions for circular, sustainable, green, social, impact and ESG investment are 

characterised by rather vague boundaries depending on different factors. The interaction between 
the provided definitions is quite high and it can be assumed that wider definitions incorporate 
narrower ones. For example, Sustainable Finance can be considered as a wider definition 
incorporating impact investing, ESG investing, green finance and social finance etc. (Boffo and 
Patalano, 2020).    
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3.2 Blended finance definition 

Alongside with the different definitions of finance, the adoption of blended finance as an 
innovative approach to financing sustainable development is also important for the adaptive reuse 
of cultural heritage.  

In the “Blended Finance Principles Guidance”, the OECD defines blended finance as the strategic 
use of development finance for the mobilisation of additional finance towards sustainable 
development. The perspective addressed is that of developing countries and (multilateral) 
development banks and finance institutions. The OECD also identifies other market players to get 
engaged in blended finance such as foundations, philanthropic investors, institutional investors, 
commercial banks, private equity and venture capital funds, hedge funds, as well as corporations 
and SMEs (OECD, 2020).  

The European Court of Auditors (ECA) report provides the definition for a “blended project” as a 
PPP project that combines EU funds with private financing resources (European Court of Auditors, 
2018).  

The five core principles for blended finance developed by OECD at a glance are the following: 

• Anchor blended finance use to a development rationale; 
• Design blended finance to increase the mobilisation of commercial finance; 
• Tailor blended finance to local context; 
• Focus on effective partnering for blended finance; 
• Monitor blended finance for transparency and results (OECD, 2020). 

These principles and the described definitions can be used as guidance when structuring circular 
blended finance mechanisms under CLIC project. 

 

3.3 Leverage definition 

The “leverage” terminology behind the CLIC financial mechanisms is based on the definition 
provided by the World Bank, as “the ability of a public financial commitment to mobilise some larger 
multiple of private capital for investment in a specific project or undertaking” (WorldBank, 2011; 
Griffiths, 2012). In relation to financial instruments funded by EU or/and national public funds, 
leverage is expressed in terms of how many euro of public and private funding have been invested 
for each euro of public support underpinning the instrument.     

 

3.4 CLIC project approach towards circular financing of ARCH initiatives 

Building on the definitions above, when addressing the financing of adaptive reuse of cultural 
heritage initiatives, it is important to consider the main steps of a circular investment pattern in ARCH, 
such as:  

• design – this phase covers the planning of the CH transformation, ARCH design, circular 
business model viability, project readiness for investment preparation and scouting of 
financing sources; 
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• build – this phase represents implementation-related investment, covering operational 
costs for construction, rehabilitation and adaptation of the project. This phase includes 
also the building material sourcing in the perspective of circular economy; 

• use and operate - this phase refers to the new use of the adapted cultural heritage, the 
deployment of the viable circular business model and self-sustaining financing of the 
project’s long-term running costs (Gravagnuolo et al., 2021). 

Different investment phases may require different types of sustainable finance: e.g. for the design 
stage, social finance or grants can be used; for the building stage, circular and/or green financing 
can be used; for the use and operate phase - social, impact or ESG finance can be used, also based 
on the adopted business model.  

Furthermore, circular ARCH initiatives can represent commercially viable investments or may not 
generate sufficient cash flow to cover, completely or partially, investment costs with a sufficient return 
on capital or the running costs after investments (particularly relevant for the use and operate phase). 

In the CLIC project, three scenarios have been identified: 

• Cold ARCH: a project that does not generate any cash flow for the investment 
disbursement and coverage of long-term running costs or that generates low level cash 
flows, insufficient to cover running costs; 

• Lukewarm ARCH: a project that generate sufficient cash flow to cover long-term running 
costs but insufficient to counterbalance the investment disbursement or vice versa; 

• Hot ARCH: a project that generate sufficient cash flow for the coverage of both the 
investment disbursement as well as long-term running costs (financially free standing).   

Based on the three scenarios, different types of sustainable finance can be used, e.g. for cold 
ARCH, social finance can be chosen; for lukewarm and hot ARCH – ESG investing can be the option. 
The ambiguity in the adoption of different types of sustainable finance can even increase because 
ARCH initiatives often evidence greater financial complexity due to the size of the investments 
necessary to allow adaptive reuse. Many actions to be implemented are connected to the possibility 
of “heating” “cold” or “lukewarm” operations by not acting at single asset/building level but in a 
systemic and aggregate return approach, valorizing area-based initiatives. 

The CLIC overarching approach towards circular financing of ARCH initiatives shall be focused 
on a flexible vision in the use of (blended) financing instruments, based on different expected risk-
and impact-adjusted returns, in function of the ARCH investment phases and the capacity of the 
adopted circular business models to generate cash flow and impacts. This approach can further 
support the private leverage investments in circular adaptive reuse of cultural heritage (Figure 2). 
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Figure 2 – CLIC project approach towards circular financing of ARCH initiatives 

 
Source: Own elaborations 

 

4 CLIC circular financing mechanisms proposal 

4.1 ARCH Investment Readiness Facility 

 
Key challenges and the role the ARCH Investment Readiness Facility  
Many barriers prevent investment in adaptive reuse of cultural heritage in the perspective of 

circular economy. In the framework of CLIC Project, different barriers have been identified such as: 
regulation, lack of knowledge, decision-making, lack of incentives, limited community engagement, 
balancing cultural significance and economic viability, commercial risk and uncertainty, technical 
difficulties etc. (Ikiz Kaya et al., 2019). To achieve the desired investment targets for ARCH and drive 
sustainable development, it is fundamental to build an enabling environment for ARCH investments 
at least at EU, national and local levels.   

The design of “financeable” ARCH initiatives that will attract both traditional and impact investors 
must ensure sustainable profitability that matches investors’ return expectations (social, social and 
financial, financial) as well as the expressed interests and needs of local stakeholders. The financing 
considerations must include cultural, social and environmental aspects as well. Local communities 
must be central stakeholders and can even act as facilitators in defining and implementing the ARCH 
vision and strategy.  



P .  26 | 94 

 

  

 
  
 

Deliverable D4.2 Circular financing models for 
cultural heritage adaptive reuse  

Project: CLIC 
Deliverable Number: D4.2 
Date of Issue: October 31, 2021 
Grant Agr. No: 776758 

Investors require good information on costs, 
benefits and impacts for investment proofing and 
decision-making. Both the availability and quality of 
data on ARCH costs and benefits should be 
improved in order to attract the whole spectrum of 
potential ARCH investors: private, public, non-
profit organisations, individuals and others. 
Indeed, many projects are not being undertaken 
not because of lack of financial resources but 
rather the lack of good practices. According to 
UNECE, actions are urgently needed to develop 
pipelines of priority projects (Economic 
Commission for Europe, 2019). At current levels of 
investments on Sustainable Development Goals – 
relevant sectors, developing countries alone face 
an annual gap of $2.5 trillion (Unctad, 2017). 

Figure 3 – ARCH Investment decision making 

Source: Own elaborations 

 
Preparing the field for ARCH private investments requires specific funding, in some cases with 

limited direct return expectations. Such financing requirements may be covered by public funds, 
foundations, technical cooperation agencies or others.  

The findings of the empirical analysis (Ikiz Kaya, Pintossi and Dane, 2021) highlight several 
driving-factors and enablers that can accelerate adaptive reuse practices. The authors advise the 
inclusion of EU funding, as “the most useful and feasible enabler of heritage adaptive reuse”, in the 
circular economy framework.  

The Council of Europe encourages the European Commission and Member States to “improve 
access to funding, make full use of available programmes for the public and private sector and EU 
Structural Funds” (Council of Europe, 2014).  

Since the middle of 1970s, the Council of the European Union has elicited the use of financial 
measures and fostered budget reallocation for ARCH initiatives. The Council invokes “that the 
financial resources made available by public authorities for the restoration of historic centers should 
be at least equal to those allocated for new construction” (Council of Europe, 1975b).  

Among the “measures to promote the funding of the conservation of the architectural heritage”, 
the Council of Europe boosts the deployment of public subsidy policies for the conservation of old 
buildings instead of the construction of new housing. In this regard, several examples of subsidies 
potential use are provided: e.g. restoration of listed buildings, old buildings used exclusively for 
cultural activities or for social housing, group of buildings of historic interest capable of generating 
profit (Council of Europe, 1991). 

Built on the European Charter of the Architectural Heritage (1975), the Council also identifies 
among the specific financial measures the financing of preliminary surveys. These may regard “the 
cost of any scientific, technical and socio-economic surveys” to obtain the needed information for 
integrated conservation. 

In this perspective, public funds can be used to support for example the implementation of 
feasibility studies, to evaluate the economic viability and expected impacts of ARCH investments, to 
have legal support etc. The employment of public funds will contribute to enhance the investment 
maturity/readiness of the ARCH initiatives and mobilise private investments. This form of technical 
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assistance, already used on a smaller scale in CH sector by several revolving funds (Pickard, 2009), 
developed in this report under the form of a financial supporting mechanism called Investment 
Readiness Facility (IRF) for ARCH, will allow to address the barriers and challenges mentioned 
above and improve the financial landscape for ARCH initiatives.  

The idea behind the set-up of this mechanism has been inspired at least by two sources: 

• The relevance of the “built environment” for ARCH initiatives and circular economy 
deployment. The built environment affects many sectors of the economy with relevant 
impacts on the environment and resources use. The expected in 2021 EC “Strategy for a 
sustainable built environment” will guarantee the integration of all relevant policies such 
as climate, energy and resource efficiency, management of construction and demolition 
waste, accessibility, digitalisation and skills. At the same time, it will promote circularity 
principles throughout the lifecycle of buildings (European Commission, 2020a); 

• Linked with the previous point, the similitude between ARCH and energy efficiency 
retrofitting initiatives – partly overlapping, both initiatives can present characteristics 
similar to the above-mentioned financial viability (“cold”, “warm” and “hot” initiatives), 
sometimes longer pay-back periods, and similar market failures. 

 
The IRF has been designed based on the recent EC facilities to support public and private bodies 

in developing bankable sustainable energy projects and preparing and mobilise private investments 
in the sector. The so called “Project Development Assistance (PDA)” facilities have been funded in 
the past through the Intelligent Energy Europe (IEE) programme and recently through Horizon2020. 
Under IEE, the PDA facilities were managed directly, under the name of ELENA, through public 
banks as EIB, KfW, CEB, EBRD and/or, indirectly through local financial intermediaries (local banks). 
The MLEI-PDA facility was managed directly by EASME on behalf of the EC5.     

The EC in partnership with the EIB has recently developed a new dedicated urban investment 
advisory platform, called URBIS, within the European Investment Advisory Hub (EIAH) for 
implementation of the EU Urban Agenda. The aim of URBIS is “to provide advisory support to urban 
authorities to facilitate, accelerate and unlock urban investment projects, programmes and 
platforms.”6 Moreover, URBIS has a particular focus on circular economy for the urban development 
and regeneration.  

Another existing advisory programme is JASPERS with the main specialisation in five sectors: 
(i) energy and solid waste; (ii) rail, air and maritime; (iii) roads; (iv) smart development and; (v) water 
and wastewater.  

 
Functioning of the ARCH Investment Readiness Facility  
The Investment Readiness Facility for ARCH can be implemented at EU level and/or in local 

context (national or regional level) and be complementary to the above-mentioned programmes 
based on the investment strategy of each ARCH initiative. At EU level, the EC and its partners (e.g. 
EIB, Agencies etc.) can manage the facility. While, at national and regional level, the IRF can be 
managed by the respective public authorities and funded through dedicated European Structural 
Investment Funds (ESIFs). The facility can be also managed through the CLIC hybrid fund. The 

                                                
5 https://ec.europa.eu/easme/en/project-development-assistance-pda  
6 https://eiah.eib.org/about/initiative-urbis  

https://ec.europa.eu/easme/en/project-development-assistance-pda
https://eiah.eib.org/about/initiative-urbis
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features of the described mechanism should take into account both the physical interventions for the 
ARCH as well as the deployed circular business models in the specific adapted cultural asset (in the 
case of project-base initiative) or cultural area (in the case of area-based initiative).  

The facility may envisage two levels of financing: higher amount binding grants for big projects 
(physical interventions and business models) and lower amount grants for the feasibility studies 
demonstrating circular business models viability. 

The instrument aims at supporting the following goals: 

• Design circular business models and organisational innovation; 
• Build technical, economic, financial, impact measurement and legal expertise; 
• Ensure high degree of replicability of similar initiatives; 
• Remove existing barriers (administrative, financial, market failures etc.); 
• Mobilize private investments; 
• Bundle projects and mix interventions to reach critical size and “warm up” the initiative, 

exploit also financially and economically unsustainable projects and achieve the expected 
returns and impacts. 

The beneficiaries of the IRF may be both public authorities (regions, municipalities, other local 
authorities and public entities) as well as private for-profit (large enterprises, SMEs) and non-profit 
organisation (social enterprises, B-corporations etc.). The overall budget dedicated to the facility can 
be shared between the two categories according to a predefined allocation. 

The targeted sector will be represented by the circular adaptive reuse of cultural heritage 
initiatives7. All other complementary sectors that contribute to integrate the ARCH initiative may be 
considered eligible, e.g. energy efficiency, urban transport (in case of an area-base initiative) etc. 
The complementary sectors may be assessed case by case and, the list of these sectors may be 
integrated in the future. The overall eligibility of the initiative will be assessed if it responds fully to 
the circular economy framework (both for the built heritage as well as for the adopted business model 
or “use&operate” of the building).  
 

 

 

 

 

 

 

 

 

 

                                                
7 “…groups of buildings or sites which are legally protected or of prestige value, but also all groups of buildings in 

urban or rural settings which form a coherent whole by virtue of the homogeneity of their style or the imprint of the 
history of groups of people who have lived there” (Council of Europe, 1991) 
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Figure 4 – ARCH Investment Readiness Facility Features  

Source: Own elaborations 
 

A potential first list of activities supported by the IRF may be:  

• Feasibility studies (including the 
economic and financial viability of 
circular models to be adopted); 

• Executive design of the works, 
including also the aspects relating to 
the circular economy approach for 
works, energy efficiency measures 
and renewable energy; 

• Financial and economic analysis; 
• Cost-benefit and impact analysis; 
• Assessment of relevance to the EU 

Taxonomy analysis; 
• Environmental assessment; 
• Ex-ante socio-cultural impacts 

assessment; 
• Energy audits; 

Figure 5 – Type of activities supported by IRF   

Source: Own elaborations 

• Risk analysis; 
• Legal support, also for drafting Energy Performance Contracts (EPC); 
• Procurement phase designing; 
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• Financial structuring, considering also drafting Result-based financing and Pay-per-
results schemes, third parties financing as ESCOs for the energy efficiency aspects; 

• Capacity building; 
• Evaluation of the addressed value-chain and their coherence with the circular economy 

approach;   
• Co-design in participatory logic in order to contain the risk of commissioning and the onset 

of syndromes related to “not invented here” and to “not in my backyard” etc. 
 
Moreover, the project proposals shall demonstrated organisational innovation, in particular 

through: 

• innovation in the mobilisation of the investment programme – bundling, pooling, 
stakeholder engagement, community finance etc.; 

• innovation in the financial engineering: alternatives to traditional financing etc. 
The IRF instrument will support circular ARCH initiatives that generate impacts according to a 

set of criteria and indicators developed within CLIC WP2 Impact Measurement Framework (Iodice 
et al., 2021), in coherence with the EU Taxonomy and the main definitions under the umbrella of 
sustainable finance mentioned above. At the end of the technical assistance programme based on 
the IRF, the investment contracts will be enhanced with the impacts scoreboard and the baseline, 
to be than monitored during the whole investment period at least on annual basis and adjusted when 
necessary.   

The IRF can be managed as an instrument on two levels: for small project (<= € 5 million) and 
large projects (> € 5 million). Moreover, similar to the other technical assistance facilities, it is 
recommended to have the instrument bind to the successful implementation of the supported 
investments. For this reason, the IRF can be enhanced by the application of a leverage factor – for 
example, of at least 15 for small projects and of at least 20 for large projects. This mean that for each 
euro invested in the technical assistance for ARCH initiatives, there should be mobilize respectively 
at least 15 and 20 euros in terms of investments. As evidence, it can be necessary to require the 
beneficiaries to demonstrate by the end of the technical assistance support that the framework 
contracts with the investors and other stakeholders have been signed.  
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Figure 6 – Innovation features of IRF to leverage private investments in ARCH 

Source: Own elaborations 
 

The process for the submission of the project proposals can be open on a first-come-first –serve 
basis, subject to the availability of funds and the synergies with the already existing ARCH initiatives 
portfolios, at the discretion of the management team.     

The IRF management team will also have to define the application format for the proposals, the 
general conditions for awarding the facility support (evaluation and selection criteria) and the 
awarding process.  

After awarding the IRF support to the beneficiary and signing the contract with the managing 
authority, each IRF beneficiary has to complete the agreed activities, including the identification and 
selection of investors, within a predefined timeframe.    
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4.2 ARCH Revolving Circular Impact Fund 

Non-profit organization, entrepreneurs and SMEs are essential for economic growth, job creation, 
boosting innovation and promoting social cohesion in particular when addressing the adaptive reuse 
of cultural heritage. In the context of the European New Green Deal and of the post-pandemic 
COVID-19 recovery, the role of entrepreneurship and of the European SMEs in contributing to the 
sustainable economic development, in improving the quality of life and producing social and cultural 
impacts, in particular in the cultural sector, is fundamental. Hence, the importance of financial support 
under the form of (social) impact investments for the new initiatives, also through the exploitation of 
ARCH, for their development and scale-up, has become more and more necessary, especially at 
regional levels.  

Different new impact investment funds have appeared across Europe under the form of 
incubators, accelerators and programmes to support start-ups, social entrepreneurship, seed 
investors and many investment vehicles have emerged. None of these instruments focuses 
specifically on the circular adaptive reuse of cultural heritage initiatives and the adopted circular 
business models.  

The proposal of an ARCH Revolving Circular Impact Fund (also “the Fund”) aims at fostering 
the valorization of cultural heritage through sustainable adaptive reuse and circular business models, 
by financing valuable initiatives for people and environment that generate cultural and social impacts.  

In accordance with CLIC project objectives, the main impact areas of the investments shall be: 
cultural and natural heritage protection and safeguard, social inclusion and integration, culture and 
education, health and well-being, resilient and sustainable cities and human settlements, sustainable 
use of terrestrial ecosystems, directly linked to the SDGs: No Poverty (SDG 1), Quality Education 
(SDG 4), Decent Work and Economic Growth (SDG 8), Sustainable Cities and Communities (SDG 
11), Life on Land (SDG 15) etc.   

The ARCH Revolving Circular Impact Fund has been designed on the following main features: 

• Public ownership with private co-investment requirement; 
• Revolving approach; 
• Blended finance; 
• “Use-of-proceeds” for the circular economy; 
• Impact and/or ESG invest; 
• Results-based financing;  
• Project bundling. 
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Figure 7 – ARCH Revolving Circular Impact Fund features  

Source: Own elaborations 
 

As envisaged for the Investment Readiness Facility, the Fund can be set up at European, national 
or regional level. At EU and national levels, it can be also implemented through the Fund of Funds 
– i.e. a pooled fund that invests in other funds. In this specific case, the Fund will be addressed at 
regional level with market application in different European geographical areas. 

The Fund governance can be built on a public ownership (by a regional or local authority) with 
private co-investment requirement. In the Italian context, for example, in the last twenty years 
many public funds have been launched with the private co-investment approach for the financing of 
innovative start-ups: funds such as Innova Venture of Lazio Region, Start-up, Start-hope of Abruzzo 
Region, Venture Capital Fund of Basilicata Region with the newest experience at national level of 
Fondo Nazionale Innovazione of CDP Venture Capital Sgr. The final goal of these funds were to 
increase the offer of risk capital for innovative start-ups and SMEs leveraging private investments 
and enhancing regional impacts. Many of these funds have been partially funded through ESIFs. 
Under this perspective, the co-investment approach can represent an effective way to involve private 
investors in the financing of circular ARCH initiatives and businesses.  

The Fund may also adopt a revolving approach with the meaning of a pool of “patient” capital 
to be dedicated, under different forms of financial instruments, to specific circular ARCH initiatives, 
with the restriction that the monies are returned to the Fund to be reused for similar activities. The 
most common source of up-front capital for the revolving funds is represented by grant aid from 
regional or local authorities but, also from local foundations and corporations. It is important to 
evidence one more time here the relevance of the ESIFs use to start-up the Fund.  
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Interestingly, with the expansion of impact invest funds and the effects of the low market rates, 
volatile financial markets and post-pandemic expectations, the phenomenon of “permanent 
capital” is taken pace on capital markets. The “permanent capital” is characterized by a type of 
investment where the available capital is managed for an unlimited period of time that can go past 
15-20 years. It does not focus on the short term returns of investments, but use the funds for 
initiatives that create long-term value. This type of “patient” capital is particularly well-suited for the 
revolving approach of the Fund and the long-term funding needs of ARCH initiatives that can present 
longer pay-back periods with respect to traditional businesses.  

The Fund can include different circular financial instruments that can be also used under the 
blended finance formula. For example, the Fund can be set up with the following instruments:  

• Equity and quasi equity; 
• Low-rates loans; 
• Sustainable bonds; 
• Guarantees. 

All the financial instruments under the Fund management will be based on circular and 
sustainable finance principles and the EU Taxonomy. The use of different financial instruments on a 
case-by-case base and their blending, when necessary, can contribute towards further mobilization 
of private investments and long-term value creation. 

An interesting example is represented by the Italian case of Tonnara dell’Orsa – an abandoned 
XIV century cultural heritage site owned by the municipality of Cinisi in Palermo province. The 
heritage have been requalified and valorized by Tonnara dell’Orsa and today is a cultural, 
entertainment and catering center inspired by the maritime tradition and the territory. It also houses 
the museum of the sea. The organization of the operation did not allowed the equity provision, but a 
minibond of euros 340,000 has been issued by the company and underwritten by the Fund SI, a 
closed-end fund, EuVECA labeled and managed by Sefea Impact. This was considered an inclusive 
financing by the main stakeholders of the operation (https://sefeaimpact.it/portfolio_page/tonnara/). 
   

The financial instruments under the Fund umbrella shall be used to finance only circular ARCH 
initiatives/projects and business models/organisations that generate long-term positive impacts. 
Based on the recent best practices at global and European level in issuing green, social and 
sustainable bonds, a “use-of-proceeds” approach has been chosen for the design of the financial 
instruments under the Fund umbrella (EU Technical Expert Group on Sustainable Finance, 2020b). 
Usually bond market used to raise capital for general corporate purposes, based on the risk profile 
of the issuer, which is explicated then in its credit rating and the interest paid. A “use-of-proceeds” 
approach provides transparency for investors, facilitate impact reporting, and allows the financing of 
any organization/company regardless their main business activity – thus, fostering the transition 
towards sustainable business models etc.  

The proceeds of the envisaged financial instruments should finance circular ARCH initiatives that 
are also aligned with the requirements of the EU Taxonomy.  

Adopting this approach, the financial instruments can be used to finance circular 
organisations or companies or projects/area-based projects supporting circular ARCH.     

As example, the circular business models in ARCH shall address features such as: 

• Circular inputs: organisations/projects that substitute virgin raw materials with recycled 
materials originating from materials and resources recovery; 
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• Energy efficiency: retrofitting of the built environment for energy savings and less 
pollution, adoption of renewable energy etc.; 

• Circular design: organisations/projects that adopt innovative design techniques and 
approaches to facilitate the recycling, reuse and life time extension; 

• Spatial integration of the ARCH initiative: in particular for area-based projects, it is 
important to address the context in which the initiative is developed, considering also the 
integration of the whole supply chain from a circular perspective (mobility, infrastructures, 
regulations etc.) (Saleh, Drouillon and Ost, 2020b); 

• Create positive impacts: organisations/projects shall address SDGs and seek to achieve 
positive social, cultural and environmental outcomes. All designated circular ARCH 
initiatives should provide clear the mentioned benefits, which will be assessed and, where 
feasible, quantified by the players involved in the financing process; 

• Sharing business models: organisations/projects that increase the capacity utilization of 
an ARCH asset during its useful life; 

• Life time extension: organisations/projects that increase 
reuse/refurbishment/remanufacturing to extend the useful life of products and assets; 

• Product-as-a-service: improve the circularity of the whole supply chain through product-
as-a-service offerings etc. 

 
In the case of social oriented circular business models involving ARCH, social project categories 

may include: 

• the provision of affordable housing;  
• employment generation, and programs designed to prevent unemployment stemming 

from socioeconomic crises, including through the potential effect of SME financing and 
microfinance; 

• socioeconomic advancement and empowerment (e.g. equitable access to and control 
over assets, services, resources, and opportunities; equitable participation and 
integration into the market and society , including reduction of income inequality). 

Many ARCH initiatives aim at addressing or mitigating specific cultural or social issues and 
achieving the well-being of society of positive impacts for a target population. The latter can include, 
but are not limited to those that are: unemployed, women, undereducated, migrants or displaced 
persons, living below the poverty line, excluded or marginalized populations or communities etc. 

A crucial step in the circular financing is the impact assessment of the ARCH investments. 
The process shall regard the qualitative and quantitative assessment of all the generated impacts 
by the organization or by the project. Beyond the environmental impact assessment, an overarching 
importance has the evaluation of working conditions, human rights, gender equality, health and other 
determinants of wellbeing in the ARCH initiatives. All these impacts issues can be addressed through 
adjusted ESG8 methodologies.  

A common framework of indicators for the assessment of multidimensional impacts of ARCH 
initiatives adopting the circular economy principles have been developed under CLIC project with 
respect to the three ARCH circularity dimensions: regenerative (auto-poietic), symbiotic and 

                                                
8 Environmental, Social and Governance 
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generative capacity (Fusco Girard, 2019). The proposed impact assessment framework addresses 
all four sustainability dimensions: 

• cultural – through criteria such as authenticity and integrity, intrinsic value, traditional 
skills, local identity, mutual cooperation, cultural and knowledge capital production, 
cultural vibrancy, creativity and innovativeness; 

• economic – financial self-sustainability, local circular economy, circular metabolism, jobs 
creation, attractiveness for creative, cultural and innovative enterprises and for circular 
cultural tourism etc.; 

• social – civic pride, heritage and local communities, landscape quality and atmosphere, 
quality of life of residents, health and wellbeing etc.; 

• environmental -  energy efficiency, nature-based solutions, land recovery, construction 
and demolition wastes, materials extraction, air quality and microclimate, GHG emissions 
reduction, water quality, biodiversity etc. (Iodice et al., 2021). 

The developed impact measurement framework under WP2 is recommended to be adopted in 
order to build the impact indicators baseline to allow the decision-making process for the evaluation, 
selection, monitoring and reporting of ARCH investments.   

 
Figure 8 – WP2 Impact Measurement Framework for ARCH Investments 

 
Source: CLIC D2.4 Database of indicators and data in pilot cities 

 
Additionally, in coherence with the impact assessment framework, investors could increasingly 

adopt results-based financing (RBF) structures9 in their financial instruments in a core 
evolutionary step to foster impact-driven investments and contribute to the sustainable development. 
RBF solutions may include performance-based contractual agreements and pay by results schemes. 

                                                
9 RBF programs are an evolution from traditional government programs and interventions focusing on the 

achievement of measurable outcomes (such as job placements, retention, and increased wages/income). 
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These formulae can be included in the agreements underpinning the Fund umbrella of financing 
instruments mentioned at the beginning of this section. This type of approach of RBF schemes can 
generate cost-savings for investors by ensuring that funds are spent only if the results are achieved. 
Amongst other benefits, such vehicles can help promote stronger performance management, 
enabling constant improvement of investment programs, especially when funded partially by public 
resources.  
 
ARCH initiatives bundling 

ARCH initiatives often evidence greater financial complexity due to the size of the investments 
necessary to allow adaptive reuse. It is possible to have financially free standing ARCH initiatives 
and non-viable ones.  Many actions to be implemented are connected to the possibility of “heating” 
“cold” or “lukewarm” operations in a systemic and aggregate return approach rather than at single 
asset/building level. 

This means that the umbrella of ARCH financing instruments can be adopted in a more efficient 
way from the financial point of view through bundling the investments, considering not only project-
based initiatives but also area-based interventions, which allow the creation of critical mass and 
synergies with both higher financial returns as well as more relevant social-cultural and 
environmental impacts.  

Area-based initiatives can be addressed under the framework of “integrated conservation 
systems”, first advocated in Europe by the “Amsterdam Declaration” at the Congress on the 
European Architectural Heritage in 1975 (Council of Europe, 1975a). Among the considerations 
made by the Congress, cultural heritage is considered not only individual buildings of exceptional 
quality and their surroundings, but also all areas of towns or villages of historic or cultural interest. 
The conservation issues must be addressed as major objective of town and country planning: “The 
conservation of these architectural complexes can only be conceived in a wide perspective, 
embracing all buildings of cultural value, from the greatest to the humblest – not forgetting those of 
our own day together with their surroundings. This overall protection will complement the piecemeal 
protection of individual and isolated monuments and sites” (Council of Europe, 1975a). 

An area-based scheme works upon a balanced portfolio of integrated projects that bundled 
together could give a boost to cultural heritage (including also industrial heritage) areas in need of 
investments, also thanks to the “heating” effects of the financial returns generated by the synergies 
of different assets (often not sufficiently attractive considered individually). 

The bundling of ARCH initiatives should aim to stop and reverse the decline of cultural and 
historic landscapes and townscapes (often affected by phenomena similar to those of “circular 
cumulative causation” outlined by Myrdal (1957) in the “Economic Theory and Underdeveloped 
Regions”) by capitalising on their unique character to create attractive, vibrant, and interesting places 
where people want to live, work, visit and invest. 
 
Process for circular ARCH initiatives evaluation and selection, management of investments 
and reporting 

The process for ARCH initiatives evaluation and selection will be detailed in the Fund regulation 
where each financial instrument goal will be described with respect to the Fund overall strategy and 
rationale. All expected socio-cultural and environmental objectives and economic-financial 
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performance of the investments will be detailed. Furthermore, the Fund regulation will outline the 
eligibility and exclusion criteria or any other process applied to identify and manage material risks. 

The investments or proceeds from the Fund should be transparently tracked in the accounts of 
the receiver of these funds, in order to verify that investments keep contributing to ARCH initiatives 
and to the shift towards a circular economy during the lending/investment period.  

The reporting process can be set up at project/portfolio level and at the Fund level. The funds 
receivers should report on the allocation of funds and the impact of the financed activities. The Fund 
managers should report on their investments and monitor the impact generated at project/portfolio 
levels. The reporting shall include reference to the alignment with the EU Taxonomy and, if 
necessary, with other similar guidelines (e.g. EU Green Bonds Standards). The reporting shall be 
done at least annually.  

Finally, it is also recommended by many recent guidelines in sustainable finance,  the use of an 
external review to confirm the alignment of circular ARCH portfolio with the key features of the 
circular and sustainable finance and EU Taxonomy, for example by “second party opinions” (e.g. 
auditors, circular economy and similar experts). At present, no globally recognised circular 
certifications exist for circular organisations, projects or products. This is even truer for the specificity 
of circular ARCH field. The voluntary external review market is in an early stage but its development 
is very relevant for the promotion of integrity, credibility, harmonisation and efficiency of the circular 
and sustainable finance, as well as investor confidence (ABN Amro et al., 2018; EU Technical Expert 
Group on Sustainable Finance, 2020b).  

 

4.3 Hybrid Public Private Partnerships approach 

4.3.1 Public Private Partnership: general overview  

The concept of Public Private Partnership (PPP) combines two contrasting objectives, i.e. the 
public sector aim is to provide maximum service to community whereas private sector objective is to 
maximize profits and returns for its shareholders. There is no consensus on the definition of PPP 
and different bodies (e.g. Eurostat, IASB, IMF, IFRS) and countries (the State of Victoria (Australia), 
UK, South Africa etc.) work with different definitions. However, there are common aspects in all of 
the definitions and the one provided by the OECD represents the starting point for this document:    

“Public-Private Partnerships (PPPs) are long term contractual arrangements between the 
government and a private partner whereby the latter delivers and funds public services using a 
capital asset, sharing the associated risks” (OECD, 2012). 

Thus, the following main features typically characterise a traditional PPP (European 
Commission, 2004): 

• long duration of the relationship between the two types of partners; 
• mix of public and private funding resources, sometimes by means of complex financial 

arrangements between different players; 
• relevance of the private partner role at different stages of the PPP (i.e. design, 

completion, implementation, funding etc.); 
• relevance of the public partner in the definition of public interest objectives, quality of 

services, pricing policy and in the monitoring compliance with these issues; 
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• risks transfer and sharing between the two parties, according to the ability of the partners 
to assess, control and manage the relevant risks; 

• payments to the private sector which reflect the services delivered: the private partner 
may be either paid by users, by the public partner or by a combination of both (e.g. low 
user charges together with public operating subsidies). 

PPPs are very useful mechanisms in achieving the Sustainable Development Goals (SDGs) for 
the “New Renaissance”, which will require huge increases in infrastructure spending. At the global 
level, total investment needs are in the order of $5 trillion to $7 trillion per year (UNCTD, 2014). 
Indeed, as the SDG 17 states, “effective public, public-private and civil society partnerships” will be 
required to strengthen the means of implementing the SDGs. Public administrations will need to 
explore innovative financing schemes to meet these needs including the mobilization of financing 
from the private sector.      

In a PPP it is expected a perfect alignment of public and private interests in deploying the best 
value for money (VfM) for the public sector and ultimately the end user. The effectiveness of the 
alignment of public and private interests depends on the appropriate risk sharing between the parties 
(Allegro and Lupu, 2018). This is the rationale for using a PPP arrangement instead of conventional 
public procurement.  

The private sector has four principal roles in PPP schemes: 

• to provide additional capital; 
• to provide alternative management and implementation skills; 
• to provide value added to the consumer and the public at large; 
• to provide better identification of needs and optimal use of resources. 

 
Opposite to the undoubted advantages of PPPs that should lead to the implementation of a 

higher quality project, there are several weaknesses to be considered when executing PPP 
arrangements. Information asymmetries between public and private partners may enable 
phenomena of moral hazard and adverse selection in perfect coherence with the “contract theory” 
of Akerlof (1970) and “incomplete contract theory” pioneered by Sanford J. Grossman (1986), John 
H. Moore (1990) and Oliver D. Hart10 (1995). 

It is possible to assist at short term distorted perspective of the public administration derived from 
the activation of “cherry picking” selection processes where private sector select the projects with 
higher returns on investments. The result of these phenomena will reflect in an impoverishment of 
the public sector and in potential public administration financial tensions in near future due to the 
management of the remaining “poor” projects portfolio.   

Knowledge gaps are also some of the main weaknesses when implementing PPPs: programming 
misaligned with respect to the effective needs of the public administration and the societal ones, 
shortcomings in the governance capacity of the public authority, partnership misaligned regarding 
risks sharing between public and private, difficulty in selecting the best projects, specific knowledge 
and competences lack.  

Thus, PPPs are not necessarily a magic bullet cure for the problems of scarce resources and 
must be addressed with caution. PPP represents an option among other schemes (e.g. traditional 

                                                
10 O. Hart and B. Holmström have been awarded the Nobel Prize in 2016 “for their contributions to contract theory”.  
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public procurement, public-public models etc.) and should be used only when clear advantages and 
benefits can be demonstrated.  

 
The most important PPP structures 
Concessions 
A Concession, the most traditional form of PPP, is a “users pays” model in which a private party 

(the Concessionaire) is allowed to charge the general public service fees for using the 
facility/infrastructure/service (hereinafter “Facility”) (e.g. the payment of a toll for using a bridge, 
tunnel or road). The payments reimburses the Concessionaire for the cost of building and operating 
the Facility, which usually returns to public-sector control at the end of the Concession period. Recent 
years have seen the establishment of an additional model of Concession in which the payments are 
provided by the public authority (i.e. for the “cold” facilities such as hospitals, prisons etc.) 

The role of the public sector in Concessions is to establish the framework under which the 
Concessionaire operates, usually under a general Concession Law or legislation specific to the 
particular Concession, to choose a Concessionaire, and to regulate the detailed requirements for 
the construction and operation of the Facility, usually through a Concession Agreement signed 
between the Public Authority and the Concessionaire. 

 
BOT-BTO-DBFO 
In a “Build-Operate-Transfer” (BOT) contract, the private party builds and operates the Facility 

but at the end of the contract, ownership of the Facility will pass from its investors to the public sector.  
The “Build-Transfer-Operate” (BTO) model foresees that the ownership is transferred to the 

public authority on completion of construction.  
Under the “Design-Build-Finance-Operate” (DBFO) contract, the legal ownership of the Facility 

remains with the public authority throughout the contract, with the private sector interest in the project 
being based only on the contractual rights to operate the Facility and receive revenues from the 
offtake for doing so, rather than ownership of physical assets.   
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Figure 9 – Characteristics of the main PPP structures 

Source: Adapted from (Yescombe E.R., 2007) 
 
Project Finance 
The recent growth of PPPs is closely linked to the financing technique known as “project finance” 

– a method of raising long-term debt financing for major projects. It is a form of “financial 
engineering”, based on lending against the cash flow generated by the project, and depends on a 
detailed evaluation of a project’s construction, operating and revenue risks, and their allocation 
between investors, lenders, and other parties through contractual and other arrangements. As such, 
it is well-suited to financing PPP projects.   

Some typical features of project finance are the following: 

• it is provided for a “ring-fenced” project (i.e. one which is legally and economically self-
contained), carried through a Special Purpose Vehicle (SPV); 

• it is usually raised for a new project rather than an established business; 
• there is a high ratio of debt to equity (“leverage” or “gearing”) – project finance debt may 

fund 70-95% of a project’s CAPEX; 
• there are no guarantees from the investors (“non-recourse” finance) or only limited 

guarantees (“limited-recourse” finance) for the project finance debt; 
• lenders rely on the future cash flow of the project for payment of their interest and loan 

repayments (“debt service”), rather than the value of its assets or analysis of historical 
financial results; 

• the project contracts are the main security for lenders; therefore, lenders exercise a close 
control over the activities of the project company to ensure the value of these project 
contracts is not jeopardised, e.g. by performance failures; 
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• the project has a finite life, based on such factors as the length of the contracts or licenses; 
• therefore the project finance debt must be fully repaid by the end of this life. 

Different reasons evidence why investors use project finance for PPP projects.  

In the case of PPPs, the higher the debt leverage the easier it is to earn a high level of equity 
return, taking advantage of debt being cheaper than equity. Indeed, higher leverage does not imply 
proportionately higher risks for lenders in a project finance transaction, and hence although the cost 
of debt increases this is not in proportion to the growth in leverage. Project finance is a structure 
under which groups of investors can easily work together, thus the risk of investment can be shared 
among the parties. Thanks to high leverage, the relatively small amount of equity required for a major 
PPP project where project finance is used enables parties with different financial strengths and skills 
to work together. Long-term financing is necessary if the assets financed normally have a high 
CAPEX, which cannot be recovered over a short term without pushing up the cost that must be 
charged for the project’s end-product. So loans for PPP projects may run for 20-30 years, compared 
to normal corporate loan of perhaps 5-7 years.  

Equally, encouraging investors to use project finance for PPP project may bring benefits to the 
public authority.  

The higher leverage inherent in a project finance structure helps to ensure the lowest cost to the 
public authority. Project finance enables investors to undertake more projects by increasing their 
financial capacity, the effect of which should be to create a more competitive market for projects, to 
the benefit of the public authority. The public authority may benefit from the independent due 
diligence and control of the project exercised by the lenders, who will want to ensure that the project 
is viable, and that all obligations to the public authority can be safely fulfilled. As project financing is 
self-contained (i.e. it deals only with the assets and liabilities, costs and revenues of the particular 
project), the true costs of the service can more easily be measured and monitored. This fits well with 
the need for transparency in a PPP. 

 
Budgetary benefit and Additionality 
The investments for a public Facility can be spread out over its life through a PPP, rather than 

requiring it to be charged up-front against the public budget. This cost is then either paid for by users 
or charged to the public-sector budget over the life of the PPP contract. A PPP programme thus 
enables the public sector to break free of short-term constraints on investment in public facilities 
imposed by insufficient tax revenues, limits on public-sector borrowing and budgetary constraints 
deriving from the Maastricht Treaty limitations on budget deficits in the EU (Yescombe E.R., 2007).  

PPPs are often referred to as being “off-balance sheet” for the public sector that means that 
PPPs do not show up as a public-sector borrowing, nor does their original investments show up as 
expenditure in the public budget. For a Facility to be off the public-sector balance sheet, 
Eurostat requires a transfer to the private sector of (i) construction risk, and (ii) either 
Availability risk (i.e. operating/service risk), or demand (usage) risk.  
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Figure 10 – Decision tree for Eurostat balance sheet treatment 

 
Source: Adapted from (Yescombe E.R., 2007) 

 
If the initial investment in a PPP falls outside the public budget, this enables the public sector to 

make (or accelerate) investments in facilities which would not otherwise have been possible (or 
would have been delayed until later). Thus the realistic choice, given budgetary constraints, is 
generally not between a PPP and public-sector procurement of the Facility, but between a PPP and 
no investment at all. This “additionality” is a frequently-used argument in favour of a PPP programme.  

 
Risk transfer and Value for Money 
Quantification and risk transfer represents a key element of the Value for Money (VfM) argument 

in favour of PPPs. Risk transfer improves VfM – the risks which are transferred can be better 
managed by the private sector, and thus the cost of doing this will be lower than if the risks are 
retained by the public sector. In this context, VfM is not based on just what is initially more 
convenient, but takes into account the combination of risk transfer, whole-life cost and service 
provided by the Facility, as a basis for deciding what offers the best value. VfM arguments are of 
considerable political importance in gathering support for a PPP programme. The risk-transfer 
element of VfM is also inextricably linked with the fact that projects cannot generally be taken out of 
the public-sector balance sheet unless risk transfer to the private sector can be demonstrated 
(Yescombe E.R., 2007).  
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4.3.2 Public Private Partnership: market overview  

Last decades have seen a marked increase in cooperation between the public and private 
sectors for the development and operation of different infrastructure projects. The beginning was 
represented by the privatisation of utilities, the development of large multinational utility operators 
and a general review on public spending to meet the Maastricht criteria requiring a diversification of 
funding sources. The first addressed sectors were water and road sector; today, PPP arrangements 
can be used to meet infrastructure and service needs in a wide variety of sectors (European 
Commission, 2003). 

The last review of the European PPP market by the European PPP Expertise Centre evidences 
the PPPs market trend and the main novelties in the sector. In 2020, the aggregate value of PPP 
transaction that reached financial close in the European market totalled EUR 7.9 billion. 

 

Figure 11 – 10-year view of the European PPP market by value and number of projects (2011-2020) 

Source: (European Investment Bank, 2020) 
In 2020, thirty-four PPP transactions have reached financial close with an average transaction 

size of EUR 231 million. Germany and France are the largest PPP market in Europe in terms of 
value (EUR 2.8 billion and EUR 2.2 billion respectively).  

The transport sector remained the largest in value terms. The recreation and culture sector 
recorded six transactions with an aggregate value of almost EUR 410 million, including three aquatic 
centres. In the education sector, ten projects have reached financial close. Activity in the 
telecommunications sector has increased over the past number of years and four more projects 
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closed in 2020. Three projects closed in the environment sector for an aggregate value of EUR 
215 million (European Investment Bank, 2020).   

Eight of the thirty-four transactions that reached financial close in 2020 involved the provision of 
debt by institutional investors (e.g. insurance companies, pension funds) through a variety of 
financing models. The role of EU, national governments and public financial institutions was relatively 
limited in 2020. Three of the thirty-four PPP projects that reached financial close during the year 
were financed by the EIB, for an aggregate lending volume of EUR 874 million.  

 

4.3.3 Public Private Partnership and Adaptive Reuse of Cultural Heritage 

The potential for enhancing the mobilization of financing from the private sector is greater in some 
sectors than in others (e.g. power and renewable energy, transport, water etc.). Similarly to 
education and healthcare sectors, CH sector is less likely to generate significantly higher amounts 
of private sector interest, because the design of risk-return models attractive to investors shows 
higher complexity levels and/or because often CH is in the realm of public sector responsibility and 
consequently highly sensitive to private sector involvement.   

However, if enhanced, PPP arrangements can represent a win-win solution between the 
exclusively public intervention, more and more anachronistic and inefficient given the budget 
constraints, and the recourse to the privatization of cultural heritage that often allows making 
cash not without side effects. This is evidenced in the “cherry picking” of CH for privatization: private 
sector participation is concentrated on the most lucrative assets, leaving the less profitable CH to 
the public sector. Another side effect is linked to the social impacts of CH privatization, especially 
related to the inaccessibility of privatized CH or to the high costs of use, which in the medium term 
impoverishes the community of powerful instruments of collective memory and identity.   

The Parliamentary Assembly of the Council of Europe emphasizes the importance “to develop 
partnerships between the private and public sectors for the conservation and sustainable use of this 
heritage” (Council of Europe, 2005). Moreover, the Recommendation states three main issues 
regarding CH privatization: (1) it shall not reduce CH protection, (2) it shall not absolve the state from 
its responsibilities and, (3) it shall not limit public access to cultural property. These issues require 
the organization of balanced partnerships between the private and public sectors for the adequate 
sharing of risk and responsibilities (Council of Europe, 2005). The latter is even more important 
in case of ARCH initiatives for the appropriate protection of the intrinsic cultural value of the 
assets for the citizens. 

The consolidation of the PPPs use in “traditional” sectors (i.e. large infrastructures, hospitals, 
schools, services etc.) has paved the way recently for the progressive deployment of this tool on a 
large or small scale also in CH field.  

For the successful implementation of PPPs in CH it is relevant the presence of different aspects, 
among which the most relevant are: 

• the presence of valuable cultural and/or natural resources; 
• specific institutional forms responsible for collective management of the resources and 

responsible for guaranteeing some “metrics” of public good; 
• creative and effectively implemented public policies (financial instruments, incentives, 

regulations, etc.); 
• the proposal of disruptive business models for the valorization of CH; 
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• the presence of viable markets for private goods stemming from heritage resources 
(tourism, real-estate, etc.); and 

• a strong and capable public sector characterized by transparency, willingness to innovate, 
and ability to implement.  

These characteristics will enable the PPPs ecosystem and its wide deployment as a tool for 
ARCH through the equilibrium achievement between both economic and cultural value flows as well 
as between private and public goods.     

In contrast with the application of PPPs in other sectors, CH field presents several very stringent 
constraints linked to the twofold function public administration is obliged to accomplish, that is 
the physical and cultural content preservation and the valorization of the public good. The 
valorization stands for the dissemination of cultural good related knowledge and its public fruition, 
also through adaptive reuse – that sometimes can contrast with the preservation challenge. This 
dilemma, indeed, can find one or more solutions only through a holistic approach that allows to create 
value for all the actors involved. We can refer here to the concept of shared value “which focuses on 
the connections between societal and economic progress” (Porter and Kramer, 2011).      

In this perspective, this chapter proposes a hybrid approach towards different actors involvement 
(public, private and civil), different models (governance, business and financial) and different 
innovation tools deployment in a holistic perspective with the aim to make PPPs a concrete solution 
for the valorization of the cultural heritage and, more generally, of the cultural industry itself. 

The enhanced adoption of Public Private Partnerships (PPPs) for ARCH may contribute to 
increase private investments for the maintenance and valorisation of public cultural assets with 
positive effects on the efficiency of cultural heritage management.  

Public administrations can implement ARCH initiatives through PPPs, with integral or partial but 
prevalent (to be compliant with Eurostat rules on the accounting of PPPs in public budgets) private 
financing, thus satisfying the twofold imposed function of preservation and valorisation. At the same 
time, public administrations can benefit from the expertise and management competences of the 
private sector in different phases of the process: design, increased efficiency in the implementation 
and management of the cultural public good, availability of additional resources to meet the growing 
needs of investment in the sector, access to advanced technology etc. 

Many lessons learnt from the use of PPPs in more “traditional” fields (i.e. health, infrastructures, 
education etc.) can be transferred to the cultural industry with innovative sector-specific adjustments 
in a holistic perspective, that may regard active involvement of citizenship, creation of shared 
value for all actors, use of innovative circular business models, impact invest etc. The 
hybridisation through the adjustment of a strategic instrument such as PPP will contribute to achieve 
the final goal of cultural sustainability with relevant impact not only for the economic development of 
a territory but also for the social inclusiveness and enhancement of local communities. This effect 
can be obtained, for instance, by linking a certain part of the remuneration of the private party to the 
achievement of specific social outcomes (according to the logic of “pay for results”) or a certain 
social impact (according to the logic of “social impact investments”). The explicit consideration of 
these “social effects” in the PPP contract can also help to overcome those possible “side effects” 
associated with the information asymmetries. 
The involvement of citizens as individuals (the 4th P for “People”) in the definition of priorities of 
PPP for the implementation of ARCH is of particular relevance for the role of cultural heritage as 
“common good”. 
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The decisions on an ARCH initiative, which probably is rooted in an urban or rural context/landscape, 
may have an impact on daily life of people that live in the surroundings of the cultural heritage. If 
citizens’ involvement in the decision process is weak, this can bring to negative perceptions of the 
ARCH with potential unsuccessful implementation of the initiative also linked to the exponential 
growth in the commissioning risk. Moreover, it is important to give evidence that citizens can provide 
benefits to ARCH initiatives through the deployment of creative and innovative ideas and solutions. 
Today, especially in the European context, there is an increasing need for innovations for the 
cultural heritage valorisation, in particular with respect to business models innovation, for building 
a solid and transparent pipeline of economically and socially sustainable related investment projects 
in order to demonstrate the attractiveness of this sector to private investors.  
Public administration can introduce in the procurement specifications and contractual/service 
agreements criteria to incentivise the deployment of innovative solutions for the cultural heritage 
valorisation. The proposals under PPPs initiatives, can be evaluated according innovation criteria 
such as organisational innovation in financial engineering (also, including impact investing, results-
based financing and performance contracts with revenue-share formulae etc.), mobilisation of 
investments (bundling of different projects, different stakeholders engagement etc.).  
Finally, similar features as for the Fund regarding the circular economy ARCH initiatives aligned with 
the EU Taxonomy, use of blended finance etc. shall be common elements also of the PPP schemes.  
 

4.3.4 Public Value vs Private Value vs Cultural Shared Value for People 

Recalling the public administration twofold function mentioned above, the realisation of PPP 
models in the cultural heritage field can contrast with private management because of the 
constitutional necessity (in particular, in many EU member states but non only) to preserve the 
cultural heritage and its nature of “common good”. Thus, the private management can be limited only 
to the valorisation of the cultural good. In this case, it can be useful to reflect on value creation issues. 

The potential of value creation in the domain of cultural heritage goes beyond the simple touristic 
exploitation of cultural goods (Sacco and Teti, 2017). The spill over effects are of macroeconomic 
type with impacts in different segments: economic growth (e.g. enhancement of new 
entrepreneurship and start-up ecosystem), social cohesion (e.g. inclusiveness of different kind of 
population), wellbeing of citizen (e.g. elderly) etc. In the medium-long term, these impacts can 
contribute to major efficiency and efficacy of the public spending and to the overall enhancement of 
the competitiveness of a nation (Sacco and Teti, 2017). 

However, when analysing different models to be adopted including PPPs, the economic optimum 
usually diverges from the social optimum. Indeed, one optimum goes to the detriment of the other.  

Nowadays, we can observe a shift towards the convergence of these two values – and this 
becomes crucial in order to have a fair PPP operation.  

The intersection of the two values can be achieved by including specific mechanisms to align 
private incentives (therefore economic factors) with social objectives and cultural ones in this specific 
case (that leverage on different types of value, such as aesthetic, symbolic, spiritual, social, historic 
and scientific).      

In PPP domain, the private sector can contribute to the convergence point of the two values 
through higher efficiency, innovation capacity, managerial competences, and risk management 
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typical of the entrepreneurship. More specifically, the entrepreneurship is the key factor that creates 
relevant Value for Money (VfM) in the PPPs for the public sector and, therefore, it must be a specific 
element that the PPP contract should stimulate. On the one hand, VfM represents the convenience 
for the public actor to implement interventions through PPPs. On the other hand, the VfM represents 
the benchmark for the monitoring of the outcomes linked to the critical public administration issue of 
performance management.  

Private sector creates economic value while the social value strongly depends by the role 
adopted by the public sector and its capacity to stimulate private innovation. The recent experiences 
in PPPs have demonstrated that private actors have superior competences to implement efficient 
complex investments in much less time than the public sector, install sophisticated technologies and 
manage them, preserving the quality of infrastructures and services managed.  

In the absence of specific equilibrium actions, the private party tends to limit the taken on risks. 
Moreover, if the private party is not stimulated to adopt an entrepreneurship approach, the PPP can 
create even a social disvalue linked to the “privatisation of profits” and “socialisation of 
losses”.  

Thus, instead of distinguishing between two distinct kinds of values, the embracing of cultural 
shared value for People concept by both private as well as public players can represent a way for 
further valorisation and wider deployment of PPP in cultural heritage by: 

• partly linking the public sector's remuneration of the private partner to the broader impacts 
it generates through the management of cultural heritage in a logic borrowed from “social 
impact investments”; 

• in a very advanced hybrid logic, including in the remuneration of the private partner also 
the contributions that may spontaneously or not come from the civil sector and citizens 
not as charity or philanthropy but in relation to the results achieved by the private partner.  

Indeed, the public administrations can play a relevant role in the vision and mission change of 
for-profit enterprises – from profit per se versus shared value for all. The same can be applied for 
non-profit enterprises in the perspective of innovative hybrid enterprises. Several cases of profitable 
hybrid enterprises are known in social-related sectors – i.e. water, healthy food and waste. In the 
cultural heritage hybrid enterprises are less frequent, thus, there are new opportunities to be 
exploited.  

The concept of cultural shared value for People within different types of organisation will focus 
on the creation of value at social as well as at economic level. There are no doubts, because of the 
constraints of the cultural heritage – conservation vs. valorisation – that the role of public 
administrations remain even more relevant in this hybrid approach affecting in a strong way the 
autonomy of the private partner to manage investments, revenues and costs of cultural heritage 
initiatives.  
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Figure 12 – Public Value vs Private Value vs Cultural Shared Value for People 

 
Source: Own elaborations 

 
The hybridisation of enterprises and approaches require the public administration to act as a 

catalyst characterised by transparency within the cultural heritage industry and its actors, in order to 
foster projects for the benefit of the society and active citizenship. A public administration willing to 
innovate and able to implement, has as final aim the production and distribution of the best cultural 
shared value for People.  

Figure 13 – Hybrid Public-Private Partnership Approach 

 
Source: Own elaborations 

 
A few decades ago, the conservation and valorisation interventions (if any) tended to cover single 

buildings, monuments, or sites. This process has known a change recently with more emphasis 
today on the economic and social impact of cultural heritage projects on the district or city as a whole 
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dimension also in order to activate economies of scale and scope capable of generating virtuous 
circles consistent with the theory of “circular cumulative causation” (Myrdal, 1975). Indeed, it seems 
that cross-fertilisation represents an innovative solution and approach for the valorisation of bundle 
of cultural heritage assets with the effect of reducing “cherry-picking” phenomena. At the same time, 
cross-fertilisation, synergies and cross-cutting partnerships created for the valorisation of a set of 
cultural heritage assets can create cultural shared value for the same category addressed, but also 
for other public and/or private sectors. Thus, improving the value (also through indirect and social 
benefits) generated in one area gives rise to opportunities, also through spill over effects, in the 
others. Thus, shared value is a result of effective collaboration among all parties. 

The transparency in the PPP process implementation is crucial for their effective diffusion, for 
the economic growth and, social and cultural enhancement and inclusion.  

Different stakeholders may have different interests in the measurement of the impacts:  

• public administrations have interest because of lack of resources and identification of the 
best VfM; 

• non-profit organisations need to demonstrate the impacts for further funding, for creating 
changes and for transparency and responsibility; 

• for-profit enterprises measure impacts to improve their investments, transparency, 
responsibility, innovation and reputation; 

• investors are looking for social impact investments.  
In the literature and practice, many instruments have been developed for the measurement of 

the impact of a project or an organisation, e.g. B-Impact Rating System, Social Return on Investment 
(SROI), GRI Sustainability Reporting Framework, Impact Analysis and Assessment etc. Almost all 
the instruments are based on two-dimension analysis: economic-financial performance and social 
and/or environmental impact. Because of the peculiarities and constraints of the cultural heritage 
sector, further steps should be taken in the development of methodologies adjusted for the 
addressed field. A holistic approach should be chosen also for these methodologies and instruments 
in order to measure the impacts and spill over effects from cross-cutting issues regarding fertilisation 
and synergies with other organization categories as well as sectors.     

 

4.3.5 Hybrid PPP approach: People (“P”) dimension 

The involvement of citizens as individuals in the definition of priorities of an ARCH PPP is of 
particular relevance for the role of cultural heritage as “common good”. 

The decisions on the adaptive reuse of CH, which probably is rooted in an urban or rural 
context/landscape, may have an impact on daily life of people that live in the surroundings of the 
CH. If citizens’ involvement in the decision process is weak, this can bring to negative perceptions 
of the ARCH with potential unsuccessful implementation of the initiative. A change in the destination 
of use of certain public buildings is not always welcomed by the citizens, as again there is the fear 
of having the public good exploited for business. 

People can provide benefits to ARCH initiatives through the deployment of creative and 
innovative ideas and solutions deploying co-creation and participatory processes. The impacts more 
generally on CH can be twofold: 

• to be enriched by citizens contributions;  
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• to exploit widely the ARCH and create replication opportunities of ARCH best practices. 
As sharply noted in a speech by Amir Dossal, Executive Director of the UN Fund for International 

Partnerships at Columbia University (18/6/2004), “a public private partnership begins with identifying 
a problem or issue, then asking who should address it. This doesn’t allow a narrow view from any 
one partner – it is a collective analysis and plan.” Although this approach would be highly 
recommendable, and sometimes applied, it is not always the case, with public administration seeking 
in PPPs principally the solution to their financial constraints (Bachi et al., 2013).  

One facet of the proposed here PPP hybrid approach is represented by the inclusion of the 
“People” dimension in PPP schemes. The first tentative of introducing this element under PPP has 
been done by the United Nations Economic Commission for Europe (UNECE) that coined the term 
“People-first PPPs” in 2015. The latter is perceived as a model of PPPs that will foster access to 
essential public services for all with sustainable development as its objective and putting People at 
its core and thereby to be “fit for purpose”. People-first PPP is defined as “a long-term contractual 
relationship between the public and private sector, where delivering value for people is the core 
objective, there is a commitment to serving and protecting the community, and the project is 
developed with the real interests of people in mind” (Economic Commission for Europe, 2019). 

A number of countries already take into account the People-first criteria in both their regulatory 
framework and implementing PPPs so that PPPs would be oriented towards meeting the needs of 
“People-first” (Economic Commission for Europe, 2019). Thus, the focus is on PPPs delivering 
desirable and necessary outcomes from the investments – that represent “Value for People” or, more 
specific for CH as adopted in this document, “Cultural Shared Value for People”.  

The UNECE considers that People-first 
approach shall focus on the main five broad 
desirable outcomes: 

• access and equality – focusing on 
projects that consider the needs of 
the socially and economically 
vulnerable and contribute to 
eliminating inequalities; 

• environmental sustainability – 
developing resilient projects and 
improving environmental 
sustainability by cutting GHG 
emissions and fostering “circular” 
rather than linear projects; 

• economic effectiveness and 
sustainability – delivering projects 
that achieve value for money and 
fiscal sustainability and are 
transformative meaning that they 
have a sustainable measurable 
impact; 

Figure 14 – Public Value vs Private Value vs Cultural 
Shared Value for People 

 

Source: Own elaborations 

• replicability – looking for replicable and scalable projects so that they can be repeated 
and/or scaled up to have transformational impact required by 2030 Agenda for 
Sustainable Development; 
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• stakeholder engagement  - engaging all stakeholders that are either directly involved 
in the PPP project or directly or indirectly affected in the short and/or long run and 
creating new means for integrating special groups who have played a limited role to date.   

The People-first approach is relevant for different sectors and even more important for CH and 
ARCH initiatives because of spill over effects of culture on the life quality of human beings. Thus, 
elaborating on UNECE both short and long-term benefits of “People-first” PPPs approach, here it is 
proposed a review under ARCH perspective. In the short term, the main benefits will relate to: 

• the enhancement of people’s access to cultural services and resilient CH; 
• the provision of affordable services linked to culture and/or cultural heritage; 
• the increase access to services for the most vulnerable, and taking their needs into 

consideration in the design phase of the ARCH projects; 
• the empowerment of people to become the real decision takers within ARCH projects, 

thereby making projects more inclusive. 
In the long term, the main advantages will regard: 

• the achievement of a relevant level of development deriving from CH valorisation 
through adaptive reuse that activates a “virtuous cycle”, creating jobs, reducing the 
proportion of people living in poverty, boosting economic growth, reducing inequalities, 
and ultimately improving the quality of lives of many people; 

• helping people take ownership of PPP processes and strengthening their capacities 
through training and mentoring and becoming themselves key players in implementing 
successful and more readily replicable People-first projects.  

 The historical moment for People-first model integration within PPPs appears to be feasible 
because of increasing demand by private sector for opportunities that contribute to the SDGs, also, 
in coherence with the requirements of financial intermediaries in terms of green finance and ESG 
accountability of their economic activities (European Commission, 2020b).  

The reasons and motivations behind many PPPs initiatives are far from the real needs of the 
society and often are purely based on political interests. For successful PPPs, it is mandatory to 
involve communities for example through public consultations, citizen surveys, web-based forums 
etc. at appropriate stages of the process and consult with all key stakeholders on the merits and 
demerits of specific projects.  

As suggested by UNECE recommendations, policy makers must consult the impacted 
communities and people on the following: 

• project selection and prioritization; 
• achievement of the cultural shared value by balancing between social versus 

economic value of the ARCH intervention, so that policies are aimed at developing 
projects that are truly sustainable; 

• at the project level ensuring inclusiveness, equality, gender sensitivity, environment 
and other socially impactful aspects; 

• feasibility studies and impact assessment must incorporate the above concerns and 
be made public in a timely manner (Economic Commission for Europe, 2019).   

There is a pressing need to change the approach towards ARCH project development: from the 
traditional top-down approach towards a more bottom-up model that can create value for the ARCH 
initiatives. Generally, the authorities do not have sufficient knowledge and understanding of local 
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conditions and needs based on which projects should be designed and operated for sustainable 
development.  

The investments in ARCH can be considered as investments in social infrastructure, such as 
education and health, and are a prerequisite for effective sustainable development. PPPs have the 
potential to narrow the investment gap in these sectors. For this reason is rather important to 
emphasize the relevance of smaller scale projects. Initiatives should be prioritized in line with 
sustainable development objectives, aiming for a diverse mix of project scales, and not solely 
prioritizing large-scale, complex projects. The latter are often plagued by budget and schedule 
overrun while the advantages of megaprojects sometimes underperform pre-project projections. By 
contrast, smaller, more people-focused models with lower risk profiles, greater efficiency gains, 
where commercial gains are easier to realize for investors, and where the socio-economic gains are 
clearly measurable, will help reduce public-sector risk and exposure. Above all, these will allow for 
scalable and replicable solutions. This type of projects can be clustered together to lower the costs 
of individual development, generate critical mass and leverage private financial resources. As 
mentioned above, the bundling of projects to allow scalability can be incentivized by including this 
aspect under the evaluation criteria of PPP bids. 

For the “People” dimension, it is also relevant considering the involvement in PPPs of not-for-
profit organizations (e.g. associations and non-governmental organizations, NGOs) and, recently 
gaining traction, social enterprises. In particular, the revenue-generating scope of the “private” party 
may cause alarm in the public opinion when there is an intervention of a private entity into a public-
owned ARCH initiative: it could be perceived as dangerous, because of possible self-rewarding 
scopes of the private company that do not care of the community’s benefit. However, it is worth 
considering that the private sector in a PPP can be represented by not-for-profit organizations, which 
re-invest their income for the realization of their statutory goals and not just for sharing profits among 
shareholders. In this light, “People” can be represented in the PPP through the associations that 
they participate in. People’s representation within PPP is of absolute importance to ensure the public 
interests aren’t diminished through a commercial collaboration.  

Missions in Horizon Europe 
The involvement of People in PPPs can take inspiration from the new approaches adopted 
by the European Commission through the Missions under Horizon Europe. EU missions 
are commitments to solve some of the greatest challenges facing our world like fighting  
cancer, adapting to climate change, protecting oceans, living in greener cities and ensuring 
soil health and food. They are an integral part of the Horizon Europe framework programme 
began in 2021.  
EU missions will contribute to the goals of the European Green Deal, Europe’s Beating 
Cancer Plan as well as the Sustainable Development Goals.  
The Commission engaged with citizens in a continuous process for the design, monitoring 
and assessment of the missions. The missions boards discussed with stakeholders as well 
as citizens, listening to their expectations and needs through a series of events across EU 
countries.  
The Commission wants to co-create missions and Horizon Europe initiatives with citizens 
and stakeholders. The Commission is looking for broad participation from the public to 
make sure missions are relevant and make a real difference. This feedback will affect how 
missions are designed and implemented.  
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People will be invited to: 
• participate in online discussions and polls on social media; 
• attend citizen events and specialized conferences to discuss the focus of 

missions; 
• participate in a range of other activities as missions evolve. 

Throughout the summer of 2020, the Commission together with partners held 10 citizen 
engagement events to collect proposals from the public for the 5 EU missions. 2 sessions 
per mission were organised in 10 different European countries. Citizens could also upload 
their ideas on a digital platform (Source EC website). 
This type of approach represents a precursor for a co-creation participatory process 
between the public and private sectors and can be adopted in the context of ARCH PPP 
initiatives.  

   

4.3.6 Hybrid PPP approach: Outcomes and Indicators 

The current landscape of PPP guidance are well developed by the major organisation such as 
the International Monetary Fund, the World Bank, the EIB, the EC, the OECD etc. This guidance is 
mainly focused on how PPPs can deliver through the value for money approach when selecting 
projects and mislead the sustainable development dimension and the constant measurement of real 
outcomes and impact on the ground.  

ARCH PPPs shall be integrated in the strategic development agendas of public authorities and 
each individual ARCH project shall aim at achieving sustainable development outcomes. Indeed, 
ARCH project shall be prioritised in line with sustainable development objectives, aiming for a diverse 
mix of project scales, and not solely prioritizing well-known or large-scale, complex ARCH projects. 
Many public administrations select the PPP option focusing on achieving the lowest possible price, 
which can overshadow the project’s actual purpose including the achievement of the SDGs.  

Different methodologies and metrics are used to ensure that the Value for Money criteria are 
accurately assessed. However, such methodologies are insufficient to be applied to projects that 
seek to help achieve the SDGs. The Hybrid PPP approach aims to make the Value for Money 
measure applied to ARCH initiatives consistent with the cultural shared value for People concept. 
To this effect, an ARCH PPP should be considered a Value for Money transaction – relative to a 
traditionally procured public alternative – if it generates a net economic benefit for the public in terms 
of quantity, quality of the Facility or service, cost and risk transfer over the project life, and 
achievement of the various SDGs. Hence, the Value for Money assessment of a PPP should be 
based on traditional notions of Value for Money in PPPs, but also on outcome-based performance 
that brings the greatest benefit to the people the project aims to serve. The Hybrid PPP approach 
shall ensure that the traditional Value for Money rationale integrates the factor of an effective and 
efficient achievement of the SDGs in a more extensive way and with particular reference to the 
cultural heritage addressed.           

Public administrations can introduce specific criteria in organizing their competitive tenders. For 
criteria definition, several key characteristics of impact investing can be mutualised to the cultural 
heritage projects and investments under a PPP scheme: 
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• the intention of the private partner/investor to generate cultural, social and/or environmental 
impacts; 

• the expected return (social, impact or financial) on investment by the private partner/investor. 
Instead of specifying inputs in a PPP contract, the public authority should specify its requirements 

not only in terms of “outputs”, but in terms of outcomes and impacts, since for outputs by themselves 
do not mean much if they do not lead to desirable outcomes and impacts. The public authorities 
must incorporate the sustainable development criteria in the definition of the Key Performance 
Indicators (KPIs) for the contract impacts and outcomes to make their PPPs truly People-first and 
compliant with the SDGs and international human rights.  

As already evidenced for the Revolving Circular Impact Fund, the measurement of impacts is 
becoming more and more relevant in investments with social spill overs, but at the same time, it is 
really complex because of lack of track record and historical data.  

Despite recent growing interest of stakeholders in contributing to achieving impacts, there is 
currently no mechanism to monitor the impact of ARCH investments. The need of such mechanisms 
are however fostered by two driving forces: 

• prioritize investments by public authority in ARCH projects that meet SDGs and 
generate ESG impacts. At present, most CH stakeholders (in particular, public 
authorities) lack the knowledge and tools to select the right project that support SDGs 
and an suitable approach to evaluate ARCH projects upstream has not been developed 
yet. The impact evaluation mechanisms can help public authorities focus on ARCH 
initiatives that deliver sustainable outcomes and enhance the cultural identity of the 
interested community; 

• allow mobilize private financing and innovation capabilities in SDG and ESG-
compliant projects and, thus, overcome the insufficient allocation of resources and the 
lack of solutions that valorise CH and hinder progress on the SDGs. At the same time, 
private investors already manage well economic and financial metrics to evaluate 
projects, but most of them are starting to look for tools to measure projects social and 
environmental impacts.  

One of the crucial aspects of the proposed PPP hybrid approach is to boost the need to assess 
the extent to which an ARCH PPP initiative leads to positive, measurable, intentional and tangible 
impacts under each of the expected development stages (e.g. design, adaptive reuse (re)building, 
operations and maintenance).   

An impact assessment methodology/framework shall assist: 

• public authorities in evaluating ARCH projects at each of PPP phases (in addition to the 
consolidate PPP tools such as VfM, Public Sector Comparator, Costs and Benefits 
Analysis etc.): 

o design and procurement (ex-ante project assessments and investments 
decisions) enabling the selection of projects that make significant contribution to 
the SDGs; 

o implementation, operations and maintenance (ex-post evaluation and monitoring 
of SDG impacts); 

• financial intermediaries in financing viable, bankable and green projects with high 
economic, social and environmental positive impacts; 

• private companies in adjusting their ARCH projects with impact on sustainable 
development. Private companies can use the impact assessment methodology not only 
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for ARCH impact investment decisions but also as a mechanism to deliver high-
performance in ARCH PPP projects;   

• non-profit organisations in demonstration of the generated impacts for further funding, 
for creating changes and for transparency and responsibility. 

Thus, an impact measurement methodology should be usable by public authorities, private 
sector, financial intermediaries and other types of lenders and organisations, and applicable to all 
ARCH PPP initiatives with ad-hoc adjustments case-by-case in order to valorise at maximum the 
ARCH investment decisions.  

A first proposal of evaluation framework for ARCH initiatives has been developed under WP2 
(D2.4) of the CLIC project. The ARCH PPP impact assessment framework is established on an 
evaluation methodology based on selected outcomes, criteria and indicators. 

The CLIC evaluation framework was developed to provide a flexible, adaptable but still usable 
set of indicators for ex-post and ex-ante evaluation reliable for diverse heritage typologies, contexts, 
scales, and  adaptive reuse phases.  

The set of criteria and indicators proposed can be used in the ex-ante evaluation to support the 
planning and design process and help identifying the most impactful investments, also in line with 
the objectives of the European sustainable finance initiative and the recently launched EU Taxonomy 
framework. Also, the proposed indicators are in line with the global Sustainable Development Goals 
(SDGs) and the UN New Urban Agenda 2030, providing useful information on the contribution of 
cultural heritage to sustainable development.  

Indicators in the ex-ante evaluation phase represent specific “objectives” and targets of circular 
“human-centred” adaptive reuse of cultural heritage, in line with the CLIC framework, to be assessed 
and monitored before, during and after the realisation of the intervention. They support specifically 
“result-based” financing instruments and governance models, building a framework of useful data 
which can inform choices of all ARCH stakeholders, including the local communities. 

A set of ten indicators categories were identified based on the three-fold capacities 
underlying CLIC project framework: regenerative/autopoietic, symbiotic and generative capacity. 

The regenerative/auto-poietic capacity is here expressed as the capacity of economic-
financial self-sustainability of the cultural heritage site intended in its management model, the 
capacity of self-regenerating the resources needed for its “life” in the long term, such as energy, 
materials, water resources, and the capacity of self-regenerating its cultural value over time. The 
“human-centred” perspective introduces also the capacity of regenerating the “human capital”, 
including people’s skills, knowledge, entrepreneurial attitude, and “social capital” as the capacity to 
support each other as a cohesive community and build the “heritage community” as defined in the 
FARO Convention. The regenerative capacity includes 30 indicators divided into five groups: 
regeneration of cultural capital (tangible and intangible), financial capital, natural capital, 
human capital, social capital. 

The symbiotic capacity is expressed through the relationships of the cultural heritage adaptive 
reuse project with the “context” in which it is realized. The symbiotic capacity includes 12 indicators 
divided into two groups: the capacity of stimulating partnerships and synergies between diverse 
territorial actors and multi-level policies, and the contribution to the reconnection of fragmented 
landscape through enhanced accessibility, public and green space integrity, quality and safety. 

The generative capacity is expressed by the capacity of the cultural heritage adaptive reuse 
intervention to generate resources for the local context, which in turn provide new financial, cultural, 
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social and environmental resources for cultural heritage regeneration, in a circular perspective. The 
generative capacity includes 15 indicators divided into three groups: employment generation, 
attractiveness for new businesses and entrepreneurs, enhancement of quality of life, 
wellbeing and health. It includes the “spillover” effects at regional level, the revitalisation of the local 
economy in the urban/rural area, the overall attractiveness for new businesses, commercial 
activities, residents, innovators, entrepreneurs, creative workers, thus in general the generation of a 
desirable environment turning a “dead” site into a vibrant “place”. 

 

Table 1 – Groups of indicators used for Salerno Edifici Mondo 
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Financial indicators group Indicators 

FINANCIAL CAPITAL REGENERATION 

(financial self-sustainability) 

NPV; IRR; RoI; Payback period; Debt service ratio (ADSCR, LLCR, PLCR); Value for Money; 

Share of public and private contribution; Co-financing rate 

Impact indicators groups  

CULTURAL CAPITAL REGENERATION Authenticity and integrity; Intangible values; Historic Urban Landscape quality; Accessibility 

of cultural heritage site; Intrinsic value 

NATURAL CAPITAL REGENERATION Energy; Water; Soil; Raw materials extraction; Green surfaces; Local and healthy materials; 

Remediation; Carbon emissions; Use of regional resources; Use of Nature-Based Solutions 

HUMAN CAPITAL REGENERATION N. of people involved in Entrepreneurship, Skills enhancement, Education & Training 

SOCIAL CAPITAL REGENERATION N. of people from weak and marginalised social groups target of activities and services; N. of 

people involved in Heritage Communities 

SY
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ACCESSIBILITY OF THE URBAN AREA  Public space accessibility, accessibility enhancement for pedestrians, sustainable and public 

mobility 

PARTNERSHIPS AND SYNERGIES WITH 

THE CONTEXT 

N. of people and organizations, including third sector actors, involved in Partnerships, 

Collaboration Pacts, Symbioses; Involvement of people and marginalised social groups; Synergies 

with higher level policies, Trust level (e.g. Edelman survey) 
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EMPLOYMENT GENERATION N. of jobs generated directly and indirectly; N. of new businesses localised in the area 

LOCAL ENTREPRENEURSHIP AND 

INNOVATION 

N. of enterprises and entrepreneurs localized in the reused cultural heritage site 

QUALITY OF LIFE, WELLBEING AND 

HEALTH  

N. of final beneficiaries enhancing their quality of life; N. of proximity and neighbourhood 

activities; N. of cultural activities per year; Cultural participation; Arts, craft, making and repairing 

activities; % of space dedicated to creative and innovative activities; % of space equipped with urban 

arts; % of public space for socialisation; % of publicly accessible green areas 

ECONOMIC IMPACTS Real estate market values, Attractiveness for commercial activities in the area 

 
Source: CLIC D2.4  
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The above-mentioned UNECE five broad desirable People-first outcomes (access and equality, 
environmental sustainability, economic effectiveness and sustainability, replicability and stakeholder 
engagement) are fully integrated in the CLIC evaluation framework. Different ARCH initiatives can 
achieve different scales of outcomes and indicators; thus, projects better aligned with the Hybrid 
PPP approach and SDGs shall be prioritised for investments.  

The proposed Hybrid PPP approach and the evaluation framework need an extensive validation 
exercise by real stakeholders involving civil society, academia, the business community and the 
project lenders, i.e. local and international financial intermediaries. Indeed, at the end of the 
investment process the lenders of ARCH initiatives will determine whether the project outcomes can 
be achievable. They will have to be consulted on whether the outcomes and indicators can be 
integrated into their lending strategies. Several recent experiences show that banks’ readiness to 
adjust their lending practices is mature, also fostered by the sustainable finance strategy of the EC. 

 

4.3.7 Hybrid PPP approach: EU Taxonomy and DNSH principle 

Environmental sustainability need to become a key component of evaluating, scoring, awarding 
and implementing PPP projects. Currently, in some projects, environmental sustainability is treated 
as almost an optional add-on, based on concerns that this can also contribute to the increase of 
project’s costs.  

The principles of environmental sustainability should be included into PPP projects by reflecting 
environmental considerations in the objectives of the project, setting specifications and awarding 
projects to those bidders who fully match the green criteria. In some cases, at the project level, an 
Environmental and Impact Assessment will be undertaken as part of the preparation of plans, 
programmes and legislation that are likely to have significant environmental effects.  

The principles underpinning the EU Taxonomy can be introduced as part of the contractual 
specifications. The private party that provide activities under a PPP agreement shall give evidence 
of (substantial) contribution towards one or more Taxonomy’s objectives and do not significant harm 
(DNSH) to the other one.    

  

4.3.8 Balanced sharing of risks in ARCH PPP 

Although risk allocation strategies in the real world may vary from project to project and from 
country to country, in general risks that are related to the context within which the project is 
implemented are borne by public administrations. These include political risk (change in government 
policy etc.); financial risk (inflation and currency risk, etc.) and legal or regulatory (changes in law, 
inefficient legal processes and slow bureaucratic procedures). On the other hand, project specific 
risks (e.g. project design, construction, operation and performance risks) that are directly related 
to the project are in theory allocated to the private sector. Some risks that are beyond the control 
of both private and public partners (demand and supply risks) should be shared by both parties. 
At general level, PPP theory states that project risks should be borne by the party best able to 
manage them.  

However, the risk profile of projects can significantly change over project life cycle. For these 
reasons, public and private sectors typically find themselves in negotiations to transfer as much risk 
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as possible to the other party. When the private sector is given too many risks to bear, it can become 
increasingly unwilling to assume them for certain projects and pass them on to the public partner or 
act opportunistic by taking more risks even though they cannot handle it. This may cause public 
partner end up dealing with project failures and facing huge risk exposure, as they are the final 
responsible for providing public Facility and public services. Ultimately, the end beneficiaries may 
also be affected by having to pay higher prices for services.    

Thus, public administration is expected to bear some degree of risk and cost for the project and 
achieve some balance in terms of risk and cost sharing in all forms of PPP. Moreover, public partner 
also needs to provide some types of support to the private partner for risks that it cannot anticipate 
or control.  

   

4.3.9 CLIC Hybrid PPP approach: concluding overview 

In the current context of budget constraints of the public sector, investments in cultural heritage 
are going through a difficult season. Despite the unquestionable importance of the cultural heritage 
both at economic as well at social levels, as an element of characterization, identity and memory of 
a community, financial resources allocation is under increasing pressure for the benefit of sectors 
perceived as more urgent (i.e. health, safety, education, climate change, emergencies, etc.). 

In this context, if the privatization of cultural heritage tout court highlights many limitations, the 
PPP can represent a very attractive alternative. 

The use of PPP in this field, however, appears to require the use of a hybrid approach rather 
focused on social and environmental impacts of the action of the private partner to which relate the 
contributions that she/he perceives both from the public sector but also, more advanced, directly 
from the civil society. The concept of cultural shared value for people can be a guiding principle for 
the achievement of this objective. 

The cultural shared value and the impacts generated by the valorisation of cultural heritage in 
the medium-long term are part of a complex system that many researches call “cultural ecologies” 
rather than single markets or sectors.  

Although the cultural heritage has advanced considerably in the last decades, there is still a lack 
of cultural-adjusted models and tools validated in real conditions and that can be replicated in other 
contexts. 

The market seems to be ready and “hungry” of hybrid and holistic models, tools and 
methodologies to be deployed for cultural heritage projects. In this scenario, a variety of stakeholders 
expect from the public administration the right guidance in order to allow the exploitation of the full 
potential of cultural heritage sector through the orchestration and combination of all the above-
mentioned elements and variables.  

This represents a strong challenge to afford in the present scenario of public budget constraints 
and, therefore, a reason to continue the market-oriented and applied research by academics and 
practitioners. 

In this perspective, PPP could be the “killer application” which, on the one hand, can generate a 
significant stimulus to the market and, on the other hand, can activate a growing experimentation 
capable of generating those KPIs with social impact and the related measurement tools essential to 
generate VfM from the partnership between the public and private sectors in cultural heritage field. 
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PART 2 – CLIC CASE STUDIES AND CLIC CIRCULAR FINANCING 
MODELS VALIDATION 

 

5 Financing Circular Adaptive Reuse and Energy Retrofit at 
Fengersfores Mill Complex, Amal, Northern Dalsland Sub-region, 
Vastra Gotaland Region, Sweden 

5.1 Introduction 

This section relates to the participatory outcomes of CLIC HIP 6 on Financing Mechanisms for 
Circular Adaptive Reuse of Fengersfores Mill, Amal, Vastra Gotaland11.  The purpose of CLIC HIP 
6 workshop was to evaluate the potential practical application of hybrid financial instruments and 
investment leverage enablers in the Västra Götaland Region via public and private stakeholder 
consultation. The HIP 6 workshop discussion centred around the development and future 
implementation of collaborative public and private circular funding strategies for the Not Quite 
community art cooperative and extended Fengersfors community, with the continuing support of 
Amal Municipality and the Vastra Gotaland regional (VGR) administration.  Presentations related to 
CLIC research on circular investment leverage and funding models, sustainable finance, the EU 
Taxonomy and related case studies developed by CLIC partners: 

• Iniziativa (Italy)12 Circular Funding Models: 

o Investment Readiness Facility (IRF); 

o Revolving Circular Impact Fund; 

o Hybrid Public Private Partnership approach with the involvement of citizens (the 4th P for 

“People”); 

• TU Dublin (Ireland)13 Hybrid Financial Instrument Case Studies: 

                                                
11 CLIC HIP 6 Workshop April 27th 2021 – Fengersfors’ Stakeholder Participants: Not Quite (Ylva 
Frid, Karl Hallberg, Malin Palm; Mötesplats Steneby (Anders Lindgren); VGR Department of 
Culture (Björn Ohlén, Vera Telemo, Ulrika Lindh, Sara Roland VGR Business Development (Lisa 
Lundin); VG County Administrative Board (Johan Apelman).  CLIC Participants: TU Dublin (Tracy 
Pickerill); Iniziativa (Aliona Lupu, Chiara Palomba); CNR IRISS (Antonia Gravagnuolo); Uppsala 
University (Jermina Stanojev, Christer Gustafsson); ICLEI (Cristina Garzillo Ane IzulainAlejos). 
12 Iniziativa: https://www.iniziativa.cc/ 
13 TU Dublin: https://www.tudublin.ie/ 
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o Social Enterprise, Real Estate Investment Fund (REIF), Real Estate Investment Trust 

(REIT)14 and Heritage B Corporation funding structures; 

o Cultural heritage and craft based for-profit and non-profit revolving fund structures; 

o Real estate instruments; 

o Blended finance with heritage action zones and living city/town initiatives; 

o Social impact value leases; 

o Cultural heritage crowd-funding and heritage lottery and initiatives; 

o Heritage and energy master planning and voluntary planning agreements15. 

 

5.1.1 Regeneration and Remediation of Fengersfors Mill  

Fengersfors’ former iron and paper mill complex, founded in 1797, is in private ownership (Annie 
Rosenbald).  The site of the mill complex covers circa 60,000 square meters and incorporates over 
20 historic structures with a net internal area of circa 7,000 square meters.  The site of the mill and 
surrounding hinterland suffer from historic industrial contamination and some structures contain 
asbestos.  The mill is an important visitors attraction within the region and attracted over 30,000 
visitors per annum prior to the Covid lockdown.  The complex was designated Swedish Industrial 
Heritage of the Year in 2015 despite that fact it is not listed as a protected structure (Not Quite & 
Steneby 2018). 

Fengersfors Mill suffers from historic industrial ground (soil) and building (deleterious materials) 
contamination. A preliminary environmental investigation of Fengersfors (Knarrbyn Forstudie) was 
carried out in 2019 culminating in an environmental report (Liljemark 2020).  Surrounding landscapes 
and waterways are also impacted by this historic industrial contamination. Under Swedish law, the 
current private owner is not financially liable for contamination remediation as the property was 
inherited. Sale of the property to a new owner, such as Not Quite, would result in the burden of 
remediation costs being placed on the new owner (see section 5.2.3). This creates a significant 
environmental and financial challenge for the transfer of the property into new ownership.  

The private owner of Fengersfors mill complex is not in a position to finance site remediation, 
adaptive reuse and energy retrofit of existing historic structure based on current net rental income 
flows (annual rental income less annual expenditure) and has decided to sell the property on the 
open market. 

Not Quite16, a non-profit community-based art cooperative founded in 2002 (including 65 co-
owner partners as shareholders of the economic association), is a tenant at the mill and is 
investigating possible ownership and/or co-ownership options to progress the regenerative adaptive 

                                                
14 Acknowledging that REIT structures do not have statutory backing in Sweden at present.  
15 Case studies are described in detail in CLIC Deliverable 4.1 Overview of Hybrid Financial 
Instruments and Investment Leverage Enablers for Cultural Heritage Adaptive Reuse, Chapter 10 
Hybrid Financial Instrument and Investment leverage Enablers: Evidence Based Indicative 
Patterns of Use, https://www.clicproject.eu/deliverables/ 
16 Not Quite website: https://www.notquite.se/ 
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reuse of this industrial cultural heritage resource. The co-operative runs via an informal ‘do-ocracy’ 
(Goroktari) where volunteers who contribute to specific works and tasks are entitled to make 
decisions in that area or issue. 

5.2 Political Context 

The Swedish system of local government comprises two tiers subordinate to the national 
government.  There are 21 County Administrative Boards at the regional level and 290 municipalities 
at the local level.  Swedish local governments are directly elected and represented by the Swedish 
Association of Local and Regional Governments (SALAR).  There are no law-making powers at the 
regional or local level. The regional and local authorities must always exercise their powers in 
accordance with national legislation.  A system of municipal equalization compensates the higher 
costs of welfare provision in peripheral municipalities.  County Administrative Boards and the 
municipalities are the enforcement authorities for issues regarding environmental hazardous 
activities.  There is no hierarchical relation between the counties and the municipalities (Swedish 
EPA 2021).  

5.2.1 Swedish Landscape and Environmental Policy 

On the basis that national urban policies must respect the principle of subsidiarity and local self-
government, OECD (2017 p. 119) suggest that Sweden does not have a strong national urban policy.  
Lindstrom & Hertting (2021) refute this observation by the OECD, on the basis that urban policy is 
fragmented and powerless due to the robust tradition of local self-government. Lindstrom &. Hertting 
(2021) further stipulate that the national Swedish government relies on voluntary co-operation and 
financial incentives to encourage local governments to engage with cross sectoral and holistic 
collaboration to tackle national priorities such as growth, ecological and climate change concerns. 
Governmental agencies dealing with environmental issues include the Swedish Environmental 
Protection Agency (Swedish EPA), the Geological Survey of Sweden (SGU), the Swedish 
Geotechnical Institute (SGI), the Swedish Agency for Marine and Water Management (SwAM), the 
Swedish Chemicals Agency and the Swedish Food Agency (Swedish EPA 2021). 

5.2.2 Remediation of Historic Contamination on Orphan Sites in Sweden 

To negate a contamination threat to human health and the environment, many European 
countries provide national legislation for historic contamination such as registers of contaminates 
sites, competitive public emergency funds or legal solutions allowing shared liability between public 
funds and developers (EEA website17). 

Sweden essentially follows the ‘Polluter Pays’ principle where owners and operators are liable 
for site investigation  and remediation costs.  However, the ‘polluter pays’ principle cannot be logically 
allied to contaminated sites where liability cannot be assigned to an identifiable polluter because the 
original historic polluter cannot be traced or no longer exists.  Such sites are termed ‘orphan sites’.  
Swedish Environmental Protection Agency (Natur Vards Verket) provide a detailed compendium on 
the remediation of contaminated sites in Sweden (Swedish EPA 2021).  In 1999, the Swedish 

                                                
17 European Environment Agency (EEA) website accessed 01/09/2021: 
https://www.eea.europa.eu/data-and-maps/indicators/progress-in-management-of-contaminated-
sites-3 

https://www.eea.europa.eu/data-and-maps/indicators/progress-in-management-of-contaminated-sites-3
https://www.eea.europa.eu/data-and-maps/indicators/progress-in-management-of-contaminated-sites-3
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Parliament adopted the Swedish Environmental Code (chapter 10) containing provisions concerning 
remediation of contaminated sites with supplementary national environmental quality objectives18. 

If a polluting activity ceased before the introduction of the Environmental Protection Act in 1969, 
the polluter cannot be held liable.  A property owner who at the time of acquisition (via purchase, gift 
or inheritance) knows about the contamination, or reasonably should know about it, may also be 
deemed liable (Swedish Ministry of Environment 2000).  This law creates a barrier to change of 
ownership as a site purchase will result in all liabilities being are transferred to the new land owner, 
even though the vendor was exempt from liability. 

5.2.3 Financing Remediation in Sweden 

The Swedish Environmental Protection Agency (EPA) administers public grant funding where a 
liable polluter cannot be identified to conduct site investigations and remediation (Government Bill 
2008/09:217).  In 2016, an additional governmental grant was introduced for the remediation of 
contaminated sites for residential use. 

The remedial principal within a Municipal authority may apply to the County Administrative Board 
to fund the remediation of a site within its region. In the case of Fengersfors Mill, the Amal 
Municipality (Amals Kommun)19would apply to the Vastra Gotaland Country Administrative Board 
(Lansstyrelsen Vastra Gotaland)20.  The County Administrative Board then makes an application for 
funding to the Swedish EPA.  The Swedish EPA can approve funding on a 10-year basis.  The grant 
is regulated by Ordinance (SFS, 2004:100) ’Government grants to fund remediation of contaminated 
sites’ and the process is in line with EU Regulation No. 651/2014 (Swedish EPA 2021). 

5.3 Land Tenure and Strategic Partnerships at Fengersfors Mill Complex 

Fengersfors mill complex is let by the private landowner to a range of tenants including an art 
gallery, historical exhibition space, workshop space (carpenters, blacksmiths, potters, textile artists 
and photographers), restaurant, bakery, shops (art, books, recycled products), fish farm (contained 
above ground contamination) and co-working spaces.  Some tenants rent directly from the private 
owner and some are sub-tenants of Not Quite.  All leases are informal so tenants do not have any 
security of tenure. 

With the help of the private owner, Not Quite community art cooperative has facilitated the 
adaptive reuse of parts of the former industrial Mill at Fengersfors to create a cultural arts center with 
deep connection to the local village community of Fengersfors and Dalsland landscape.  Despite 
severe financial obstacles, the private owner has actively supported the work of Not Quite (including 
providing Not Quite with rent free office accommodation), in addition to carrying out initial adaptive 
reuse repair and maintenance works and supporting ecological improvements to the site. 

Not Quite community art cooperative has established a number of partnerships as follows: 

                                                
18 The environmental quality objectives 1999 outline the intensions of the Parliament for the 
environmental work, while the Environmental Code 1999 is a policy instrument used to obtain 
these objectives. 
19 Amals kommun; https://www.amal.se/ 
20 Lansstyrelsen Vastra Gotaland: https://www.lansstyrelsen.se/vastra-gotaland/other-
languages/english.html) 

https://www.lansstyrelsen.se/vastra-gotaland/other-languages/english.html
https://www.lansstyrelsen.se/vastra-gotaland/other-languages/english.html
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• The Vastra Götaland Region (VGR) Culture Department have supported the work of Not 
Quite since 2017, when Not Quite started  the process of researching how to enable the 
transfer of land ownership to their organisation21; 

• Region County Administration Board of Vasta Gotaland (Lansstyrelsen Vastra Gotaland)22; 
• Motesplats Steneby: Mötesplats Steneby is a platform promoting possibilities to live and work 

with culture in Dalsland. The organisation is owned by Gothenburg University and funded by 
Västra Götaland Region.  It works in close collaboration with Not Quite to facilitate  start-ups, 
small enterprise and innovation in the field of material based art23; 

• Trans Europe Halles (THE): Not Quite is a member of Trans Europe Halles, a European 
network of creative hubs located in former industrial buildings. This is a source of mutual 
knowledge sharing including an annual conference24; 

• Healing Heritage Remediation Partnership including: Centre for Sustainable Urban Futures, 
University of Gothenberg (Chalmers)25; Research Institute of Sweden (RISE)26 and Warm in 
Winter27; 

• Global Grand Central, Platform for information exchange for artistic, social and cultural 
activists28. 

5.4 CLIC Participatory Process within Vastra Gotaland Region 

Identification of possible funding models for circular adaptive reuse of Fengersfores Mill (CLIC 
HIP 6) builds on previous participative process within the Vastra Gotaland Region, involving layers 
of cross sectoral collaboration to strengthen synergies between existing and evolving regional 
strategies with Vastra Gotaland.  These regional strategies include, inter alia, circular economy, 
social enterprise, cultural heritage, community participation, sustainable growth, environmental 
issues and climate change. 

At the outset, Vastra Gotaland Heritage Innovation Partnership (HIP 1) identified six objectives 
within the framework of the CLIC project in line with regional development, cultural regeneration, 
environment, climate and heritage strategies29: 

1. Strengthen capacities of property owners for managing, development and adaptive reuse; 
2. Improve financial support to heritage maintenance and restoration; 
                                                

21 VGR (Culture); https://www.vgregion.se/en/culture/ 
22 Lansstyrelsen Vastra Gotaland: https://www.lansstyrelsen.se/vastra-gotaland/other-
languages/english.html 
23 Mötesplats Steneby (cultural creation platform): https://motesplatssteneby.se/ 
24 Trans Europe Halles network of post-industrial culture centers, https://teh.net/ 
25 Centre for Sustainable Urban Futures, University of Gothenberg (Chalmers): 
https://gmv.gu.se/urbanfutures 
26 Research Institute of Sweden (RISE): https://www.ri.se/en 
27 Warm in Winter https://www.warminthewinter.se/ 
28 Global Grand Central: https://www.globalgrandcentral.net/ 
29 Regional Development Strategy Västra Götaland 2021-2030; Strategy for Culture Västra 
Götaland 2020-2023; Environmental Plan VGR; Heritage Strategy Västra Götaland 2030; Climate 
Strategy Västra Götaland 2030. 

https://www.lansstyrelsen.se/vastra-gotaland/other-languages/english.html
https://www.lansstyrelsen.se/vastra-gotaland/other-languages/english.html
https://teh.net/
https://www.globalgrandcentral.net/


P .  65 | 94 

 

  

 
  
 

Deliverable D4.2 Circular financing models for 
cultural heritage adaptive reuse  

Project: CLIC 
Deliverable Number: D4.2 
Date of Issue: October 31, 2021 
Grant Agr. No: 776758 

3. Increase capacities on circular business models and adaptive reuse; 
4. Increase knowledge on financing instruments for adaptive reuse; 
5. Knowledge building on pilots on biological remediation of contaminated soil; 
6. Policy improvement. 

Previous participatory activities are outlined in detail in CLIC Deliverables30, as follows: 

• Historic Urban Landscape (HUL) study: CLIC Deliverable 1.1 “Reports of HUL Workshops’ 
tracks the HUL process and outcomes for Vastra Gotaland (CLIC D1.1 2020); 

• Mapping exercise: CLIC Deliverable 3.2 Economic Landscape Maps of Pilot Cities and 
Deliverable 3.3 (CLIC D3.2 2019) and Maps of Landscape Perceptions (CLIC D3.3 2019) 
[Fengersfors, Forsviks, Gustavsfors and Stromsfors]; 

• Local Action Plan Vastra Gotaland:  CLIC Deliverable 5.5 ‘Pilot Local Action Plans: One 
Approach, Diverse Outcomes’ and the ‘Vastra Gotaland Local Action Plan’ [CLIC Deliverable 
5.5 Annex F] detail the Heritage Innovation Partnership (HIP) process facilitated by CLIC in 
partnership with regional and municipal government and local communities in the region 
(CLIC D5.5 2021); 

• Circular Business Model Workshop Fengersfors: CLIC Deliverable 4.5 Circular Business 
Model Workshops for Cultural Heritage Adaptive Reuse (CLIC D4.5 2020) details the 
development of six potential circular business models streams.  These will be discussed in 
more detail below as they are closely connected to funding strategies See section 5.0).  

5.5 Not Quite Community-led Cooperative Cultural Heritage Regeneration Strategy 

for Fengersfors Community Mill Town 

In 2018, Not Quite categorized four main challenges facing their organizational goals regarding 
Fengersfors mill complex: The Place, Creativity, Sustainability and Learning & networks.  Possible 
alternative ownership structures identified by Not Quite, bearing in mind that ownership 
responsibilities and ongoing management operation may be separated, include: 

• Co-operative ownership and management by Not Quite in partnership with a public and/or 
private partner; 

• Public ownership, possibly by Amal County or Vastra Gotaland Region, allowing contractual 
co-operative management by Not Quite; 

• Creation of, or partnership with, cultural heritage foundation or trust31 (Not Quite 2018). 

In February 2020, as part of the CLIC HIP process, the Fengersfors and Not Quite community, 
engaged with municipal and regional authorities to develop six potential Circular Business Model 
(CBM) streams for the historic mill complex.  

• CBM 1: Accommodation & retreat events; 

                                                
30 http://clicproject.eu/deliverables/ 
31 Sweden does not have national Real Estate Investment Trust (REIT) legislation at present, 
although this may change in the future. 

http://clicproject.eu/deliverables/
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• CBM 2: Creative industries hub; 
• CBM 3:Phytoremediation services; 
• CBM 4: Rural innovation centre; 
• CBM 5: Eco-system of sustainable business & local solutions; 
• CBM 6: Renewable energy mix (CLIC D4.5 2000)32. 

In April 2020, the New Mill Town Community at Fengersfors engaged with a follow up process to 
redefine the identified circular business model streams into three priorities phases, as follows:  

• Priority Phase 1 - Buy the Mill: Engage with negotiations to establish ownership of the mill 
complex. 

• Priority Phase 2 - Regenerate the physical space:  Advance accommodation regeneration 
strategy (CBM 1), including developing phytoremediation (CBM 3 )33 and  renewable energy 
mix (CBM 6). 

• Priority Phase 3 – Engage with Community Based Activities: Developing Rural innovation 
centre (CBM 4), Creative industries hub (CMB 2), Eco-system of sustainable business & local 
solutions (CBM 5).  

5.5.1 Cooperative Community-led Ownership Strategies 

A myriad of challenging operational and investment leverage barriers relating to the physical 
environment, security of tenure and sustainable finance have hindered the adaptive reuse of the mill 
complex to date. With sensitivity towards protecting the integrity of the unique cultural heritage 
resources that form the Fengersfors Mill, Not Quite is actively working to prioritize: 

• Establishment of a long-term sustainable ownership, or co-ownership, structure to enable 
regeneration and operational management of the Mill complex. The fact that the Mill complex 
on for sale creates tenure uncertainty for the tenants, particularly as no formal lease 
structures are in place;   

• Securing a sustainable funding model to allow the Not Quite co-operative to establish long-
term security of tenure, progress circular energy retrofit and adaptive reuse of the historic mill 
complex and engage with solutions for remediation of site contamination.  Tenure uncertainly 
creates additional investment leverage risk due to lack of financially viable collateral assets.  
This is exacerbated by the site contamination issue. 

Attainment of security of tenure, will allow the Not Quite creative arts co-operative to further 
pursue investment leverage strategies to: 

• Develop and initiate integrated circular business models for activities within the complex in 
order to attain sustainable financial independence; 

                                                
32 The CLIC CBM workshop built on previous Not Quite community workshops carried out in 2017 
to develop strategies for future ownership and management of the complex. 
33 Development of the CLIC CBM 3 Phytoremediaition Services led to a successful funding 
application from FORMAS (https://formas.se/en/start-page.html) (Not Quite, RISE, Warm in Winter, 
Urban Futures 2020) 

https://formas.se/en/start-page.html
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• Investigate, manage and finance remediation of site contamination (Soil, ground water and 
deleterious building material such as asbestos): 

o Awaiting detailed assessment and possible recategorization of the contamination 
status of the site by the regional authority; 

• Progress cost-effective adaptive reuse of cultural heritage structures within the complex while 
respecting the historic and socio-cultural integrity of the mill complex.  The mill complex does 
not have a heating system at present (historic industrial production activities created surplus 
heat) hindering reuse options in the winter months; 

• Development of a circular ecological strategy including energy retrofit in parallel with adaptive 
reuse projects within the complex and long-term planning for renewable energy innovations 
within the complex (such as flexible housing and art centre within Eco Village) and in support 
of local infrastructure (such as district heating system); 

• Engage with regulatory requirements including, inter alia, zoning, heritage conservation, soil 
and water contamination, disabled access: 

o The Private owner and the Not Quite community have developed a close working 
relationship with the local Amal municipality and the Vastra Gotaland Region to 
develop effective solutions for the Mill complex and ancillary landscape infrastructure; 

• Attain circular ecological and inclusive ethos in all Mill-based creative co-operative activities 
and decision making: 

o This ethos ties in with the informal ‘do-ocracy’ (Goroktari) structure of Not Quite (see 
section 5.1.1); 

• Support growing visitor access and strengthen links with the local community in a sustainable 
manner; 

• Engage with local, regional, national and international knowledge sharing networks. 

 

5.5.2 Land Transfer Mechanisms & Community-led Cooperative Ownership Models 

Traditionally, community led cooperative housing and workspace schemes are owned and 
managed by cooperative members and prioritize socio-cultural, environmental and economically 
sustainable approaches to housing involving community engagement or management.  Mutual 
support, cohesion, shared management and decision making are features of community-led shared 
ownership housing and workspace models.  Community-led development or regeneration projects 
typically prioritize project elements reflecting community mission and ethos, such as architectural 
design concept, community participation, art and culture, sustainability, provision of open space, 
social & multi-generational inclusivity, inclusion of disability groups or refugees, cultural heritage 
conservation, energy efficiency, environmental or ecological performance metrics. Seventeen 
percent of the housing stock in Sweden is developed via the cooperative ownership model (SOA 
2021). 

Aside from the above remediation liability issue, the Not Quite community art cooperative is 
considering different potential regenerative ownership models and strategies for the future adaptive 
reuse and energy retrofit of the cultural heritage resources at Fengersfors Mill complex. Mechanisms 
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for land transfer can include sale or co-ownership (tenants in common), long lease with future option 
to purchase agreement, or land exchange facilitated by the municipal authority.  

Purchase, Land Exchange or Coownership Structure (shared tenants in common 
land transfer) 

A straight land purchase entailing transfer of freehold title from the existing private land-owner to 
Not Quite Community cooperative may not be possible prior to completion of remediation works, as 
remediation liability may fall to the new owner (as discussed in section 5.2.2 above). From a legal 
viewpoint, it will be necessary to establish if the current private owner maintains a partial shared co-
ownership ownership stake (such as a ‘tenants in common’ co-ownership structure) in the mill 
complex, will this stop the remediation liability falling to Not Quite. 

An alternative option could be for the local municipality or regional authority to facilitate a land 
exchange, providing an alternative contamination free land plot to the private land-owner in direct 
exchange for the Fengersfors mill complex.  Once the mill complex is in public ownership, the 
municipal and/or regional authority could develop a capital investment leverage strategy based on 
Public Private Partnership (PPP) options involving cooperative shared equity ownership options with 
the Fengersfors cooperative community (as outlined in section 5.5.3). 

Lease with Future Option to Purchase 
The existing private owner could agree a long lease or license option (at an agreed pre-

remediation and pre-regeneration rent) to the Not Quite community. On the basis that, Not Quite 
would initiate remediation and site regeneration works, the exiting private owner (holding exemption 
for remediation cost liability) would also need to provide Not Quite with a legal ‘Option to Purchase’ 
the site at future date at a pre-remediation and pre-development site cost. Detailed legal and tax 
precedence would be needed to establish the legal and financial risk and liability for all concerned 
parties under an option to purchase agreement. 

Purchase option agreements are more typically made between public authorities disposing of 
land and community cooperatives or land trusts created on social concept. However, a purchase 
option agreement can also be made between a private landowner and community-led purchaser 
based on mutual socio-cultural and/or environmental goals. The purchaser of an option is granted a 
contractually binding first option to purchase land based on the stated terms of agreement such as 
grant of planning permission and/or development finance. 

The option to purchase agreement is personal to the community-led purchaser, but a private 
vendor may assign their ownership option agreement to successors in title to the property into 
perpetuity (although this will most likely reduce the market value of the land holding). An option to 
purchase agreement may incorporate an agreed purchase price or a mechanism to calculate land 
value as a percentage of market value. The agreement may also include a provision to grant the 
prospective purchaser a lease pending completion of sale at the pre-agreed terms (SOA 2021).  

5.5.3 Financing Public Private People Cooperative Shared Equity Models 

Public Private ‘Shared Equity Ownership’ and ‘Community Land Trust’ schemes provide a vehicle 
to assist cooperative communities unable to secure mainstream debt capital (loans) to develop real 
estate asset for residential and creative workspace for their needs. Section 5.7 provides brief 
financial case studies on ‘Shared Equity Ownership’ and ‘Community Land Trust’ models. 
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Equity Share Ownership PPP Model 
Equity share models can take different forms. A private equity investor (such as an social impact 

fund) and/or a public entity (such as the regional county administrative board or the local 
municipality) could hold a percentage equity stake in a community development project. The public 
equity stake is the difference between the maximum capital leverage a community can raise to fund 
a potential development or regeneration project (based on future projected revenue streams) and 
the total anticipated land purchase and construction costs. A charge is placed on the deeds of the 
property in the land registry and conditions are placed on resale. Private community equity share 
participants may have an option to buy the public equity out during or after the charge if and when 
their finances improve.  

The existing cooperative structure of Not Quite could undertake to purchase a percentage stake 
in the land, retrofit and regeneration of land-based assets of the mill complex using a public and/or 
private equity share ownership model. Cooperative members would then pay rent to cover low 
interest mortgage payments (from an ethical financial institution or social impact venture fund) on 
their equity stake based on their use of space. The community revenue stream could be 
supplemented by existing and future community enterprise projects (equity purchase (or part 
purchase) of on-site housing, Café, exhibitions, rental streams from workspaces) and the Not Quite 
‘Bit for Bit’ crowd funding platform. 

Community Land Trust PPP Ownership Model 
A Community Land Trust (CLT) is an entity set up to develop and manage land-based assets of 

community value including affordable housing, workspace and greenspace. Community land trusts 
use legal structures such as a charity (non-profit), limited company (for-profit) or a B Corporation 
(hybrid for-profit and non-profit).  Community land trusts typically use covenants or planning 
agreements to provide long term affordable housing, communal areas and workspaces by setting 
prices at below market rates. 

Creation of a Community Land Trust, or similar structure within Swedish law, could involve a 
Public, Private & People Partnership structure between the regional county administration board, the 
local municipality and the Not Quite Community cooperative. Within a partnership agreement, Not 
Quite could undertake a covenant to protect, retrofit, regenerate and manage the land-based assets 
of the Trust on behalf of the community.  Ideally, this would involve transferring freehold title of the 
Mill complex to the Community Land Trust. 

5.6 Leveraging Operational and Capital Expenditure Flows 

Substantial capital investment leverage (capex) is required, additional to ongoing operational 
expenditure, to enable the remediation, regenerative adaptive reuse and energy retrofit of the former 
industrial complex buildings.   

Given the mission of the Not Quite community art cooperative to both live and work at 
Fengersfors mill complex, site remediation is paramount for community wellbeing and safety.  
Finding a solution for site remediation is also intrinsically linked to the bid for ownership and ongoing 
enterprise activities by the not Quite community.  As discussed above, the main challenge impacting 
Not Quite in their bid for ownership (or stewardship) of the Fengersfors Mill complex is the risk of 
transferred financial liability for remediation of historic contamination. 
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5.6.1 Current Funding Streams of the Not Quite Community Art Cooperative 

While awaiting further site contamination investigations and categorisation from the regional and 
municipal authorities, the Not Quite community utilised their collective development of a circular 
business model for Phytoremediation services (CLIC CBM 3) to source a research grant of SEK 4 
million (c. €392,250) from FORMAS34 for Phytoremediation project, a national research board 
promoting sustainable development (Not Quite, RISE, Warm in Winter, Urban Futures 2020). 

Not Quite community art cooperative has also combined operational funding streams and 
volunteer hours to enable their ongoing non-profit social enterprise activities and bid for ownership 
(or stewardship) of Fengorfors Mill via: 

• Funding from Vastra Gotaland Region of SEK 4.5 million (c. €442,700) (stiftelsen framtidens 
kultur)  from February 2020 to 2023, including regional co-funding of SEK 1.3 million (c. 
€127,800) from VGR county board for Regional Development (Projektbeskrivning Den nya 
bruksorten); 

• Crowd funding on ‘Bit for Bit’ web platform since May 2020 with a goal of 5,675 BITS 
translating to SEK 2 million (c. €196,750) with the aid of a grant funding from Fyrbodal 
Kommunalforbund35.   To date, Not Quite has raised in the region of 844 BITS translating to 
SEK 281,681 (c. €27,700) in donations through this campaign 36; 

• Annual operational funds are received from Amal Municipality (varies from year to year); 
• Not Quite net profits (Entrance fees from exhibitions and workshops, Revenue from Café); 
• Benefit in kind volunteer hours. 
 

5.6.2 Potential Funding Streams of the Not Quite Community Art Cooperative 

Any future funding strategy for the regenerative adaptive reuse and energy retrofit of cultural 
heritage resources at Fengersfors Mill will require the regional and municipal authority to secured 
Swedish EPA grant aid to investigate and remedy site contamination of both the former industrial 
complex and the surrounding hinterland and waterways37 (see section 5.2.3). 

Not Quite could potentially source grant and/or low interest debt or hybrid (debt/equity) capital 
from EU revolving funds, either directly or via a national development bank or impact fund acting as 
financial intermediary.   

The County Administrative Board of Vastra Gotaland is prohibited from investing directly in real 
estate, but can support non-profit entities, such as Not Quite, to source and channel these funds. As 
a non-profit community cooperative, Not Quite could apply for debt and/or equity funds directly from 
European revolving finds. A municipal authority, such as Amal Municipality, could potentially share 

                                                
34 FORMAS: https://formas.se/en/start-page.html 
35 Fyrbodal kommunalforbund: Regional Municipal Association for Sustainable Development, 
https://www.fyrbodal.se/ 
36 Not Quite Crowd Funding Platform ‘BitforBit’: https://bitforbit.notquite.se/ (accessed 13/09/21). 
37 Ordinance (SFS, 2004:100) ’Government grants to fund remediation of contaminated sites’ in 
line with EU Regulation No. 651/2014 (Swedish EPA 2021). 

https://www.fyrbodal.se/
https://bitforbit.notquite.se/
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the risk of debt capital instruments by standing as loan guarantor for capital development investment 
streams. 

Implementing Partners & Financial Intermediaries 
Within the European Green Deal Investment plan, both Implementing Partners (IP) and financial 

intermediaries can mobilize investment support to blend debt, equity and hybrid financial instruments 
by combining the InvestEU guarantee scheme with the Just Transition Mechanism. 

Implementing Partners (IPs) include the European Investment Bank (EIB), Council of Europe 
Bank (CEB), European Bank for Reconstruction and Development (EBRD), National Promotional 
Banks and International Financial Institutions (NPBIs)38. Implementing Partners may channel funds 
directly to final recipients or indirectly via financial intermediaries with specific geographic or sectoral 
expertise to leverage additional private investment flows. 

Financial intermediaries include banks and mission-driven impact funds such as philanthropic 
venture funds providing investment readiness and capacity building finance in the social enterprise 
space.  Final recipients include private sector entities such as for-profit SMEs, public sector entities, 
non-profit entities and public-private partnership structures. 

5.6.3 Potential EU & Swedish Funding and Collaborative Networking Sources 

Although not directly created for built heritage purposes, a number of EU and Swedish national 
funding mechanisms have the capacity to leverage investment in cultural heritage activities within 
the generic social infrastructure and built environment industry.  EU generic funding mechanisms 
include the Just Transition Mechanism, InvestEU, Renovation Wave and JICE. 

Financial Instruments within Just Transition Mechanism and InvestEU  
Within the Pandemic Recovery and Resilience Facility NextGenerationEU, the Just Transition 

Mechanism consists of three funding pillars: 

• Just Transition Fund (1st pillar 2021–2024) provides a matching grant instrument with allied 
technical support instrument (TSI)39  to EU member states; 

• Just Transition Scheme, under InvestEU, (2nd pillar) uses a risk mitigation guarantee 
instrument. The market-based and demand-driven InvestEU guarantee scheme is designed 
to leverage (crowd-in) private finance via public and private collaborate partnerships, in 

                                                
38 NPBIs are legal entities that carry out financial, development and promotional activities 
commissioned by national, regional and local authorities. They act as financial intermediaries for 
EIB group focusing on high-risk catalytic investments. 
39 Technical Support Instrument (TSI): https://ec.europa.eu/info/funding-tenders/funding-
opportunities/funding-programmes/overview-funding-programmes/technical-support-instrument-
tsi_en 
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support of circular economy transition across four policy windows40.  This scheme 
consolidates a number of previous funds41; 

• European Investment Bank (EIB) public sector debt Instrument loan facility (3rd pillar 2021–
2027) administers loans, backed by an EU budget (risk mitigation guarantee), to leverage 
public investment supporting just transition objectives (Pickerill 2021) (CLIC D 4.1 2021). 

Financial Instruments within Renovation Wave 
Renovation Wave funding, also enabled within NextGenerationEU ‘Renovate’ and ‘Power Up’ 

funding initiatives of the European ‘Recovery and Resilience Facility’, incorporates combined grant 
and debt (loan) instruments.  The Renovation Wave aims to stimulate investment in local supply 
chains, such as job creation and energy efficiency products, in addition to adapting and upgrading 
the generic built environment for the benefit of citizens and communities.  Funding can be sourced 
directly and will support local community approaches to integrate renewable and digital solutions to 
improve energy performance, achieve zero energy districts, reduce energy poverty and stimulate 
investment in local supply chains (EU 2020b) (EC 2020b). 

Financial Instruments within Joint Initiative on Circular Economy (JICE) 
The Joint Initiative on Circular Economy (JICE) was launched in 2019 by the EIB in conjunction 

with the EU's five largest NPBIs42. This initiative provides a fund to accelerate the transition to a 
sustainable and circular economy via debt (loan), equity and risk mitigation (guarantee) instruments 
to eligible projects in all sectors over the period 2019-2023.  Although a generic sectoral financial 
instrument, the JICE initiative will leverage investment in cultural heritage activities via National 
Promotional Banks and International Financial Institutions (NPBIs). For example, Cassa Depositi e 
Prestiti invested €40 million in the adaptive reuse of a 90,000 square meter 1920s former tobacco 
warehouse ‘Manifattura Tabacchi’ in Milan to mixed residential and commercial uses (EIB JICE 
2019). 

Technical, Capacity and Resilience Building Support at EU level 
The European Commission and the European Investment Bank provide technical and advisory 

platforms to support potential public and private investors and financial intermediaries working with 
European financial instruments, including: 

• FI Technical Support Instrument (TSI): https://ec.europa.eu/info/funding-tenders/funding-
opportunities/funding-programmes/overview-funding-programmes/technical-support-
instrument-tsi_en 

• Compass for ESIF financial instruments (https://www.fi-compass.eu/); 

                                                
40 Policy windows include: Sustainable infrastructure, Research innovation and digitization; SMEs 
and Social enterprise investment including microfinance, skills and integration of vulnerable 
communities. 
41 InvestEU Consolidates the European Fund for Strategic Investments (EFSI) and 13 centrally 
managed funds (CEF, COSME, Innovfin, EaSi, CCS, energy natural and student finance). 
42 Bank Gospodarstwa Krajowego (BGK) PL, Groupe Caisse des Depots (CDC) & Bpifrance FR, 
Cassa Depositi e Prestiti (CDP) IT, Institutu de Credito Oficial (ICO) ES, Kreditanstait fur 
Wiederaufbau KfW) DE. 
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• European Investment Advisory Hub (EIAH) for combined ESIF and EFSI funds, including 
the advisory platform for social outcomes contracting, as part of the Investment Plan for 
Europe (https://eiah.eib.org/). 

Potential Swedish funding and Networking Sources 
A number of complementary potential funding collaborators and/or advisors were discussed 

additional to EU funding, including: 

• Norrsken Impact Funding:  Equity investment instrument enabled via the Norrsken 
Foundation (https://www.norrsken.org/) and Norrsken Venture Capital (VC) Impact Fund  
(https://www.norrsken.vc/).  The Venture Capital (VC) fund supports early-stage impact 
entrepreneurs by providing seed funding for for-profit & non-profit entities to enable 
Enterprise analysis; Strategic planning and Investment Readiness.  The VC fund is backed 
by the Norrsken Foundation, European Investment Bank (EIB), Nordea Bank, SEB Bank, 
Ramsbury Invest (H&M Family office) and SamInvest (VC). 

• Nordic Capital:  Enterprise projects can potentially crowd-in private equity investment via 
partnership with Nordic Capital, a private equity investor and capacity builder 
(https://www.nordiccapital.com/). 

• NEFCO (Nordic Green Bank) Equity Investment Fund: Equity investment instrument 
financing Nordic SMEs to engage with the green transition (https://www.nefco.int/) by 
blending NEFCOs equity investment fund with private capital and other funding.  For 
example, NEFCO will finance public sector projects with low interest Debt (loan) instruments 
blended with grant instruments from Nordic governments, the EU and other countries. 

• Swedish National Heritage Board (Kulturmiljövårdsanslaget) Grants to County Government 
Board for distribution to regional private renovation projects (people, organisations & 
municipalities):  

https://www.raa.se/lagar-och-stod/bidrag-anslag-och-
fonder/kulturmiljovardsanslaget/ 

• Green Technology: Tax deduction for installing solar panels: 
https://www.skatteverket.se/privat/fastigheterochbostad/gronteknik.4.676f4884175c97df419
2860.html 

• EU Leader Rural Development Programme for Dalsland, Arjang & Munkedal 
(https://www.bengtsfors.se/sidor/kommun-och-politik/eu-och-internationellt/leader---
framtidsbygder-dalsland-arjang-munkedal.html) 

 
Networking and capacity building entities under discussion included: 
• Swedish Association of Local Authorities and Regions (SALAR): https://skr.se/tjanster/ 
• Swedish Agency for Economic and Regional Growth (Tillvaxtverket) 

(https://tillvaxtverket.se/english.html/) 
• Swedish National Advisory Board (NAB) for Impact Investment: Non-profit membership 

network (https://www.swedishnab.org/) 
• Vinnova: Swedish Innovation Authority (https://www.vinnova.se/en/) 

https://eiah.eib.org/
https://www.norrsken.org/
https://www.norrsken.vc/
https://www.nordiccapital.com/
https://www.nefco.int/
https://www.raa.se/lagar-och-stod/bidrag-anslag-och-fonder/kulturmiljovardsanslaget/
https://www.raa.se/lagar-och-stod/bidrag-anslag-och-fonder/kulturmiljovardsanslaget/
https://www.skatteverket.se/privat/fastigheterochbostad/gronteknik.4.676f4884175c97df4192860.html
https://www.skatteverket.se/privat/fastigheterochbostad/gronteknik.4.676f4884175c97df4192860.html
https://skr.se/tjanster/
https://tillvaxtverket.se/english.html/
https://www.swedishnab.org/
https://www.vinnova.se/en/
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5.7 Case Studies on Funding Strategy of Cultural Cooperatives 

The following finance case studies are sourced from a study carried out by Self Organised 
Architecture (SOA) on roadmapping routes to self-organised community-led cohousing models and 
community land trust to enable democratic and affordable housing and urban renewal in Ireland 
(SOA Research CLG43 https://soa.ie/).  The Cooperative model prioritizes use value over exchange 
value by eliminating property speculation and profiteering.  While the case studies relate to new 
developments, the funding mechanisms could potentially be adapted to enable investment leverage 
in regenerative cultural heritage adaptive reuse and energy retrofit projects.  

5.7.1 Spreefeld Artistic and Cultural Cooperative, Berlin (Independent Cooperative) 

Spreefield cooperative44 was formed in 2007 to bid for 7,000 square meter site on the banks of 
the river Spree in Kreuzberg. The land was purchased at market value with an 18-month option to 
secure planning permission and obtain agreement with local government authorities and 
communities.  The site was purchased for €2.5 million in 2011 [€ 340 per m2) and the total 
construction cost for 65 apartments in three blocks each with 7 storeys was € 14.2 million including 
communal spaces, workshops and offices to rent out (SOA 2021). 

The co-operative funded 50% of development costs via equity contributions by co-operative 
members and the balance was raised by 20-year low interest loans from the KFW national 
Development Bank and Umweltbank ethical bank.  Low-income co-operative members purchased 
their cooperative shares via co-operative guaranteed low interest loans from Umweltbank bank.  
Cooperative members either purchased or obtained a mortgage for a 50% equity stake in their home 
and pay rent for the other 50% share. Low-income cooperative members can opt for 100 rental 
payment at stable market rent.  As the development loan is paid off the rent will reduce into the 
future.  This project did not receive state support apart from childcare space.  The cooperative 
members reduced costs by completing internal fit outs, community spaces and landscaping 
themselves.  The hybrid ownership or rental option created additional legal complications and costs 
(SOA 2021).  

5.7.2 La Borda Housing Community Cooperative, Barcelona (Publicly assisted 

Cooperative) 

La Borda45 is a cooperative housing and retail project, completed in 2018, with a mission to 
provide social, affordable and ecologically sustainable accommodation to its members in addition to 
promoting intergenerational and community integration.  The project incorporates a 3000 square 
measure development including 27 apartments over seven storeys.  The passive design off the 
building serves to reduce CO2 emissions both in its construction and lifetime costing, in addition to 
alleviating energy poverty among residents.  The development incorporates shared community 
kitchen, remove terrace, laundry and guest apartments. There is a commercial space at street level 

                                                
43 Company Limited by Guarantee (CLG). 
44 Spreefield Cooperative: https://spreefeld.org/ 
45 La Borda Cooperative: http://www.laborda.coop/en/ 

https://soa.ie/
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which is leased by a cooperative grocer. Total development costs were €3.1 million including 
construction, professional fees and tax (SOA 2021). 

In 2015, the cooperative secured a 75-year lease at €4000 rent per annum from Barcelona City 
Council.  The long lease term was initially a pilot project but has now been incorporated into public 
policy across several Spanish municipalities.  To counteract speculative housing development, the 
city of Barcelona classified the La Borda site under a state subsidized housing scheme limiting 
cooperative members to a low-income ceiling of €40,000 pa46. 

The project was enabled by blending financial instruments including cooperative member equity 
contributions, community crowd funding, state housing grants and a participatory community loan 
from an ethical and solidarity financial services credit cooperative ‘Coop57’47. 

Cooperative partners can live and work in the complex for life but cannot sell or rent their 
allocated space on the open market. Each partner makes a mandatory initial equity contribution of 
€18,500.  If residents decide to leave, they are refunded their initial equity payment by the new 
cooperative resident48.  The Spanish government provided a housing grant of €500,000.  The 
cooperative raised €865,000 in 19 days for a participatory crowd loan offer which was taken up by 
over 300 supporters, resulting in a 2% interest rate.   Cooperative debt payments are financed by 
monthly rental incomes (fees) from the apartments and commercial unit.  Residents’ monthly 
contribution is determined by the size of their apartment and the cost of shared spaces. The fee is 
circa €8.71 per square measure, averages at € 600 per month. The cooperative also receives income 
for producing climate data from the building for research purposes and by offering public training 
sessions.  A large proportion of internal fitout was carried out by cooperative members.  Once 
development debts have been paid off, rental incomes will be used to replicate the model elsewhere 
in the city (SOA 2021). 

5.7.3 London Community Land Trust (Leasehold Tenure Ownership Structure) 

London community Land Trust49 (London CLT) is a registered cooperative and community benefit 
society, where members hold a nominal share value of Sterling £1 in the society and surplus revenue 
is reinvested into the community.  London CLT accesses low interest debt finance from ethical 
bankers such as Big Issue Invest, London Housing Fund, Ecology BS, Unity Trust, Parity Trust and 
NationWide Foundation.  The development model relies on public lands being released at below 
market values and state funded grant aid to cover development cost shortfalls.  The London 
Community Land Trust is developing impact metrics to benchmark the creation of sustainable 
affordable housing and there transformation of neighborhood communities (SOA 2021). 

In 2019, London CLT obtained panning permission to develop 11 permanently affordable housing 
units at Brasted Close, Lewisham, London.  The development is due for completion in 2022 and is 
being financed using a blend of community equity share and debt (loan) finance instruments, in 
addition to state housing grants (projected construction costs circa Sterling £2.7 million).  The units 
will be sold, via a long leasehold ownership tenure structure, to fund the repayment of equity investor 
returns and loan repayments.  Prospective purchasers must have lived in the local community 

                                                
46 Eligible cooperative members cannot own property elsewhere. 
47 COOP57: https://www.coop57.coop/ca/informacion/qui-som.  COOP Cooperative housing 
international: https://www.housinginternational.coop/ 
48 There is a lengthy waiting list of prospective cooperative members. 
49 London Community Land Trust: https://www.londonclt.org/ 

https://www.coop57.coop/ca/informacion/qui-som
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(Lewisham, Sydenham or Forest Hill) for at least five years and be able to raise a mortgage with 
10% deposit [Sterling £215,000 (1 bed) and Sterling £272,500 (2bed)].  Successful purchasers will 
hold a 125-year lease (as opposed to freehold interest) and pay a nominal monthly ground rent of 
Sterling £20 to the Community Land Trust50. 

5.8 Conclusion 

The New Urban Agenda recognizes community-led cooperative housing and the concept of 
Community Land Trust as models that promote access to a wide range of affordable, sustainable 
housing options (UN 2016).  The CLIC HIP 6 workshop culminated in an open discussion between 
public and private community stakeholders about community-led cooperative land ownership models 
and blended hybrid financial and non-financial instruments that could potentially be adapted to the 
complex ownership, remediation and funding challenged at Fengersfors Mill Town complex. 

The Not Quite community will continue their community art cooperative enterprise and 
fundraising endeavours to strengthen their bid for cooperative shared ownership and sustainable 
adaptive reuse of the mill complex.  The fact that the Fengersfors Mill complex is on the market for 
sale by the private owner, places a burden of risk on the security of tenure and the livelihoods’ of the 
Not Quite cooperative art community.  This risk is exacerbated by the ongoing historic land and 
building contamination issue and the uncertainty around financial liability for site remediation on land 
transfer.  The option to leave the Mill complex in a contaminated state is untenable for the future 
wellbeing and safety of the local community, tourist visitors and local wildlife. 

During the CLIC HIP 6 workshop discussion, public stakeholder participants expressed a 
willingness to engage with dialog, involving various regional and municipal departments with 
specialist expertise in urban and rural landscape development, remediation and funding issues, to 
develop proposals to support the implementation of cultural heritage adaptive reuse and energy 
retrofit projects in the region.  In particular, VGR participants expressed an openness to explore the 
possibility of an Investment Readiness Facility, in national political context, including blended grant, 
debt, equity, risk mitigation, real estate and capacity and resilience building instruments.  Potential 
avenues to create or adapt existing European funding mechanisms will also be explored at regional 
and municipal level in line with regional and national investment priorities.   

The idea of an holistic cultural heritage portfolio approach (such as a regional umbrella cultural 
landscape project) to support urban and rural cultural heritage adaptive reuse, energy retrofit and 
social enterprise projects was also discussed.  A portfolio approach would engender public, private 
and community collaboration and knowledge sharing to align local community activities with national 
regional policy.  Such an approach would simultaneously bring smaller community projects together 
to build more synergy for pooling and blending complementary funding strategies. 

A portfolio approach for the development of investment leverage funding mechanisms at regional 
level would also facilitate the development of intentional regional impact metrics to inform future 
regional social and climate related technical screening criteria.  Combining a requirement for 
intentional impact metrics, within regional funding strategies, would initiate baseline data collection 
on urban and rural regeneration practices, such as human wellbeing, remediation, energy retrofit, 
energy poverty, embodied energy in heritage structures and biodiversity to benchmark impact 
progress and justify both public and private financial investment streams in the future.  

                                                
50 Brasted Close, Lewisham, London: https://www.londonclt.org/lewisham (London CLT website 
accessed 16/09/21). 
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6 Financing Circular Adaptive Reuse at Edifici Mondo Complex, 
Salerno, Campania Region, Italy 

6.1 Introduction 

This section relates to the participatory outcomes of CLIC HIP 6 on Financing Mechanisms for 
Circular Adaptive Reuse of Edifici Mondo, Salerno, Italy51.  The purpose of CLIC HIP 6 workshop 
was to evaluate the potential practical application of hybrid financial instruments and investment 
leverage enablers for the Edifici Mondo in Salerno via public and private stakeholder consultation. 
The HIP 6 workshop discussion centred around the development and future implementation of 
collaborative public and private circular funding strategies for the Edifici Mondo, with the continuing 
support of Salerno Municipality administration.  Presentations related to CLIC research on circular 
investment leverage and funding models, sustainable finance, the EU Taxonomy and related case 
studies developed by CLIC partners: 

• TU Dublin (Ireland)52 Hybrid Financial Instrument Case Studies: 

o Social Enterprise, Real Estate Investment Fund (REIF), Real Estate Investment Trust 

(REIT)53 and Heritage B Corporation funding structures; 

o Cultural heritage and craft based for-profit and non-profit revolving fund structures; 

o Real estate instruments; 

o Blended finance with heritage action zones and living city/town initiatives; 

o Social impact value leases; 

o Cultural heritage crowd-funding and heritage lottery and initiatives; 

o Heritage and energy master planning and voluntary planning agreements54. 

                                                
51 CLIC HIP 6 Workshop July 20th 2021 (via Zoom) – CLIC Participants: SALERNO 
MUNICIPALITY (Raffaele Lupacchini (Resp. Department EU Resources)), TU DUBLIN (Tracy 
Pickerill), INIZIATIVA (Ivo Allegro, Aliona Lupu, Chiara Palomba), CNR IRISS (Luigi Fusco Girard, 
Antonia Gravagnuolo), ICLEI (Cristina Garzillo); INVITALIA (Paolo di Nola); CASSA DEPOSITI E 
PRESTITI (Guglielmo Calabresi (Resp. Infrastructure Development Finance Area)); MERIDIANA 
ITALIA (Alfredo Fortunato (Resp. Technical Assistance for the Managing Authority ERDF 
Campania Region)); AGENZIA DEL DIMANIO (Luigi Di Cristo (Resp. Service Development, DR 
Campania)); MIUR (Paolo Biancamano (Consultant MIUR Task Force Edilizia Scolastica)); Ordine 
Ingegneri Provincia di Salerno (Michele Brigante (President)); AGENCY FOR TERRITORIAL 
COHESION (Sandra Gizdulich, Giorgio Martini (European Agenda Partnership Culture&Cultural 
Heritage)). 
52 TU Dublin: https://www.tudublin.ie/ 
53 Acknowledging that REIT structures do not have statutory backing in Sweden at present.  
54 Case studies are described in detail in CLIC Deliverable 4.1 Overview of Hybrid Financial 
Instruments and Investment Leverage Enablers for Cultural Heritage Adaptive Reuse, Chapter 10 
Hybrid Financial Instrument and Investment leverage Enablers: Evidence Based Indicative 
Patterns of Use, https://www.clicproject.eu/deliverables/ 
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• Iniziativa (Italy)55 Circular Funding Models: 

o Investment Readiness Facility (IRF); 

o Revolving Circular Impact Fund; 

o Hybrid Public Private Partnership approach with the involvement of citizens (the 4th P for 

“People”). 

 

6.1.1 Circular Adaptive Reuse of Edifici Mondo  

Edifici Mondo is a complex of historical, artistic and architectural values located in the “Plaium 
Montis” area, the highest and oldest part of the historical center of Salerno. The complex was 
denoted as Edifici Mondo, alias World Buildings, by the municipality due to its considerable size 
(covering an area of 18000 sqm) and complexity. It is composed of Saint Francis (Francesco) 
Convent which was founded between 1222 and 1238 and used to host the former men’s prison 
within its 8,545.44 sqm area; Saint Pietro a Maiella and Saint Giacomo Convent which was founded 
in 1332 and used to host the former men's prison as well in its 2.455,45 sqm area with an external 
space of 234 sqm; Saint Maria della Consolazione which was founded in 1560 and used to host the 
former women's prison within its 3.877,67 sqm area with an external space of 1.025 sqm; and Saint 
Massimo Palace. The former prisons were abandoned in the 1980s while the monumental building 
of Saint Massimo Palace which was founded between 861 and 865, was abandoned in the 1930s. 
It used to host a secondary school within its 4.465,23 sqm area and it also incorporates an external 
space of 454 sqm. 

In 1997, the Municipality of Salerno launched an international competition of ideas for the 
adaptive reuse and urban regeneration of the Edifici Mondo complex. The prominent Italian urban 
planner and architect Prof. Bernardo Secchi was called to preside over the international competition 
aimed at rehabilitating Saint Massimo Palace and the former prisons. The competition was won by 
the Japanese architects Sejima and Nishizawa for the regeneration of the public spaces and by 
Antonio Monestiroli and Manuel De Las Casas for the adaptive reuse of the buildings. At the time, 
despite the municipality’s engagement and various attempts to raise funds, it was not possible to 
reach the needed threshold for the implementation of the winning proposals. 

Due to the constant interest of Salerno’s municipality in finding an appropriate adaptive reuse for 
the Edifici Mondo and thanks to the relentless scientific support of their CLIC academic partner CNR 
IRISS, and in agreement with ICHEC, on 6 March 202056, the municipality of Salerno launched a 
public consultation addressing all interested stakeholders for identifying possible regeneration and 
adaptive reuse projects for the Edifici Mondo. The public consultation was presented to the citizenry 
as an operational experimentation within the framework of H2020 CLIC project. The aim of the public 
consultation was to identify the perceived needs by the local community and provide an opportunity 
to express ideas, viewpoints, opinions and proposals.  

                                                
55 Iniziativa: https://www.iniziativa.cc/ 
56 http://www.comune.salerno.it/client/scheda_news.aspx?news=44354&prov=76&stile=7 
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Between 14th May and 18th June 2020, ICHEC led a circular business model workshop in Salerno. 
The virtual workshop was dedicated to the adaptive reuse of Edifici Mondo complex. By the end of 
the workshop, four business models were co-designed by the involved participants.  

ICHEC main objective was to design a circular business model for adaptive reuse of cultural 
heritage in line with the guidelines of the Historic Urban Landscape approach. The co-design 
workshop aimed at democratizing the design process and enabling participation and pitching of 
creative proposals. It encouraged participants to partake in the decision making, project planning 
and evaluation of the needs and adaptive reuse projects. Moreover, the workshop embraced the 
circular economy as a regenerative economy applied to the economic, social, and environmental 
aspects. The adapted flourishing business models was instrumental in putting forward the heritage 
cultural assets as connective infrastructure where solidarity and cooperation at the local level excels. 
Hence, the heritage asset was perceived as a common good for collectivity to preserve and 
regenerate (Saleh, Drouillon and Ost, 2020a).   

      The four co-designed business models 
Solution 1: Hippocratica Hills Health Heritage Hub and water paths 
The solution is to create a heritage-led circular ecosystem of incubators, laboratories and services 
specialized in research on health-related issues and dedicated to the creation of artisan products 
and cultural activities all related to well-being; a complex system integrated in the urban context, 
with green and sustainable connections, which enhances the unique intrinsic cultural and territorial 
potential of the Hippocratica Civitas. 

Solution 2: House of music 
The goal is to create a space that does not exist in the area, thanks to the large spaces present 
and the architectural resonance of the existing buildings. All the proposed activities are related to 
the field of music which makes this complex unique in its kind. The solution is not only envisioning 
technical spaces where musicians can experiment, record or perform in an alternative and 
sustainable economic context, but also a lot of public spaces where music is the core activity. 
Having the opportunity to play or listen to music in a green and historical architectural environment 
with a strong artistic value is a unique experience for the citizens and visitors of Salerno. 

Solution 3: The identity between tradition and innovation 
The project aims to inform, promote and disseminate culture and knowledge in all its forms. It is a 
multi-functional/disciplinary cultural centre intended to host a large number of socio-cultural, 
artistic, research and also Food & Beverage stakeholders, events and activities, open to local 
residents but also to a national and international public. Among the various interventions/activities 
we mention: data and research on cultural heritage and tourism; a museum complex; work-
stations; exhibition spaces; a library; IT facilities, technologies and innovative tools; permaculture; 
cultivation of citrus fruits, medical plants and local food; mapping of the area; historical green-
paths and much more. 

Solution 4: Solidarity condominium 
The Social Housing is for those who wish to live as at home with a "pinch" of extra care. The 
community members commit themselves to the culture of solidarity, coexistence and mutual help. 
The community members are actively involved in the management of the project. The services 
are organized by the community itself. The core idea of working together for the common good 
roots in the famous Gospel suggestion: "one at the service of the other for the common good". 
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Different type of financing sources have been hypothesized for the financing gap of the four 
business models, for example: low-rate loans from local ethical banks, EU grants for Green deal 
initiatives, other local national and local grants (e.g. “Resto al Sud”, small grants from Culture Ministry 
and other culture related organisations, crowdfunding platforms, Smart and Start for start-ups, 
“Fondo Investimenti per Abitare” & “Fondo Investimenti per la valorizzazione” of Cassa Depositi e 
Prestiti, ESIFs, grants from foundations etc.). In its conclusions, ICHEC has encouraged participants 
to map and explore funding opportunities at the local, regional, national and EU levels and identify 
key persons and projects to start with.  

Moreover, the CLIC project supported a participatory process for adaptive reuse of cultural 
heritage through Heritage Innovation Partnerships (HIPs), which helped enhance local knowledge, 
ideas, skills and cooperation, and provided tools to co-create Salerno’s Local Action Plan (LAP) and 
its implementation strategies and projects. The participatory process revealed, also through the 
Historic Urban Landscape workshop, the major critical issues and opportunities for reuse processes 
at the different cultural, political, and regulatory levels. Some identified weaknesses were: 

• Weak interest and participation of local community; 
• Advanced degradation level of cultural heritage asset; 
• Political uncertainty; 
• Lack of communication; 
• Long and complex bureaucratic process; 
• Lack of interest of administrations; 
• Gaps in regulations; 
• Lack of funding. 

Salerno’s LAP objectives are to co-develop and plan concrete actions for adaptive reuse of 
abandoned and underused cultural heritage; build consensus on objectives and strategies; identify 
priorities for action/intervention; and activate public-private-social synergistic relations for cultural 
heritage adaptive reuse (Wildman, Izulain and Garzillo, 2021).  

  

6.2 CLIC Participatory Process within Salerno 

The identification of possible funding models for circular adaptive reuse of Edifici Mondo (CLIC 
HIP 6) builds on previous participative process within Salerno, involving layers of cross sectoral 
collaboration to strengthen synergies between existing and evolving local strategies with the 
municipality of Salerno. These local strategies include, inter alia, circular economy, social enterprise, 
cultural heritage, community participation, sustainable growth, environmental issues and climate 
change. 

At the outset, the main objectives addressed in the LAP of Salerno are related to:  

• The development and adoption of a “Regulation for the shared management of cultural 
heritage as common good”; 

• The adaptive reuse of Edifici Mondo; 
• The coordination between sectorial departments for enhanced urban regeneration; 
• The enhancement of attractiveness for different types of potential investors in cultural 

heritage adaptive reuse; and 
• The promotion of Salerno as an exemplary model of Circular City starting from the 

adaptive reuse of cultural heritage.  
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Previous participatory activities are outlined in detail in CLIC Deliverables57, as follows: 

• Historic Urban Landscape (HUL) study: CLIC Deliverable 1.1 Reports of HUL Workshops; 
• Mapping exercise: CLIC Deliverable 3.2 Economic Landscape Maps of Pilot Cities and 

Deliverable 3.3 Maps of Landscape Perceptions; 
• Local Action Plan Salerno:  CLIC Deliverable 5.5 Pilot Local Action Plans: One Approach, 

Diverse Outcomes; 
• Circular Business Model Workshop Salerno: CLIC Deliverable 4.5 Circular Business Model 

Workshops for Cultural Heritage Adaptive Reuse.  

6.2.1 HIP6: Innovative financing instruments for the adaptive reuse of cultural 

heritage | Edifici Mondo, Salerno 

The aim of HIP 6 event was to share the developed knowledge under WP4 of CLIC project and 
open a critical discussion on the potential application of the innovative financing tools for the 
valorization of local/regional ARCH and, in particular, of Salerno City.     

The meeting opened with the presentation of financial instruments and successful case studies 
for ARCH (D 4.1) and circular financing mechanism (D4.2 this deliverable) analyzed and developed 
within CLIC project.58 

The discussion was aimed at the identification of possible ARCH strategies sustainable from the 
economic and financial point of view and, able to generate positive social, cultural and environmental 
impacts in the perspective of circular economy paradigm applied to the heritage built environment 
and to the city/territory.  

The invited stakeholders were represented by public authorities/agencies and private 
stakeholders, which have or might have an active role in the adaptive reuse of Edifici Mondo and, 
more in general, of cultural heritage at regional or local level.  

The meeting was organized as a virtual (via Zoom) “working table”, boosting the discussion and 
the feedback from public authorities and the involved national, regional and local stakeholders.  

 
Synthesis of the interventions of the speakers 
The Vice Mayor of Salerno Municipality, Mr. Domenico De Maio, introduced the event and 

evidenced that the theme of Edifici Mondo is of central importance and remains a priority in the future 
programs of the municipal administration. The municipality exploited different opportunities to 
valorize Edifici Mondo thus underlining that the administration is interested in creating the best 
possible conditions for the reuse and relaunch of these important “containers” for the city. In this 
perspective, CLIC project experience has given a significant hand, because perfectly aligned with 
the adaptive reuse theme of these spaces and through different functions that can be accommodated 
in these “containers”. 

                                                
57 http://clicproject.eu/deliverables/ 
58 http://clicproject.eu/deliverables/ 

http://clicproject.eu/deliverables/
http://clicproject.eu/deliverables/
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The actions implemented by the administration that can contribute to the relaunch of this 
important complex of buildings continue and the resources to start the adaptive reuse in part are 
already available through a recent awarded national grant (approx.. €8 million) for Santa Maria della 
Consolazione building. The current period also represents a conjectural moment to create the best 
conditions for the development and relaunch of this important complex. 

 
The Scientific Coordinator of CNR IRISS, Prof. Luigi Fusco Girard, stepped in the discussion 

and suggested the need to review the various knowledge on the financing instruments, a 
fundamental element in the CLIC project, and make a critical evaluation in order to understand which 
tools and conditions for these tools are necessary thus to apply them in the physical/specific space 
of addressed cities and territories. 

This is an operational test that is ongoing by the research and practitioners teams involved in the 
project, for the identification of useful tools for the adaptive reuse of Edifici Mondo. The presentation 
of the financial instruments, which are linked to concrete case studies, represents a first element that 
was examined with the mapping of hybrid financial instruments. In the second part, the focus were 
on a more detailed understanding if the revolving circular impact fund, hybrid PPP-P and investment 
readiness facility proposed can be combined with each other in a symbiotic perspective and under 
which conditions. 

 
The Director of the European Resources of Salerno Municipality, Mr. Raffaele Lupacchini, 

evidenced in his discussion that the Municipality has joined the CLIC project as a test partner, 
because like many public bodies, it has got a territorial governance problem. Indeed, like many Italian 
municipalities, they possess a great cultural heritage with a valuable intrinsic historical-cultural value 
to which attribute or renew a function that makes it a “good” usable by the community. Thus, the 
municipality has got a twofold problem: preserving heritage and making it a community service 
provider. 

The CLIC project was important because it supported the administration to identify possible 
financing mechanisms and to “marry” the latest trend of the circular economy that contributed to 
solving the governance problem through the reuse of the territory, by limiting the typical negative 
impact of new investments, fully embracing the transition towards a circular and sustainable 
economy.  

There were several administrative failures in the past in the managing of the requalification of 
Edifici Mondo. More specifically, the award of the ideas competition (in 1997) for the valorization of 
Edifici Mondo did not represented its start. The main reasons were related to the design phases that 
was focused on a rather “social” project characterized by high social impacts but low economic and 
financial impact for the market, typical of “cold” projects. Thus, both the design phase as well as the 
total investment amount (approx.. € 70-80 million) were inadequate to justify the public financing 
contribution. 

After a first attempt, in 2008 with the launch of “+ Europa”, which was the first recovery program 
of the historic center that the municipality managed as an intermediate body of the European Union, 
the administration attempted a Project Financing operation, which was worth over € 70 million for 
the recovery of the entire complex. The project envisaged the adaptation of the buildings, partially in 
museums and cultural buildings to be transferred to the administration and, partially, housing and 
hotels to be owned, sold or managed by the private party. The net present value of positive (NPV) 
were positive and the project were bankable, but the socio-economic spillovers were considered 
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insufficient by the administration. Because of the imbalance between the financial return of the 
initiative and the socio-economic return, the administration did not pursued the option of the Project 
Financing. 

Between 2009 and 2010 there was a great opportunity derived from the Campania Region 
“Project Park” initiative (the Campania Region project pipeline). The Municipality chosen Palazzo 
San Massimo by drafting a preliminary design of about €10 million for the construction of a cultural-
museum center. The project was deemed suitable but not financed due to the high project amount 
in comparison to the expected value at regional level.  

The last tentative before CLIC project was the auction operation in 2012 for the San Massimo for 
a value of about € 8 million but the operation was unsuccessful because of the “Sopraintenedza” 
(the national authority for the conservation and valorization of CH) constraints regarding the 
purchase and subsequent valorisation, not particularly attractive for the period’s market conditions. 

After years of low activity, CLIC project arrived and a bottom-up process thra citizen listening 
phase started. This culminated in a call for co-design with active citizens to identify new ideas for the 
valorization of Edifici Mondo complex. At the end of the process, four circular business models have 
been developed. 

At the beginning of 2021, a call from the Ministry of Infrastructure was published for the 
enhancement of cultural heritage linked to housing functions. The municipality was one of the four 
selected proponents whose project idea on Santa Maria della Consolazione building were consistent 
with the functions eligible for the call. 

Based on the recent achieved results, the Municipality overall strategy is to use public funds to 
finance the first building that can foster private investments for the following ones. Indeed, the 
administration is looking for financing instruments that have hybrid structures and allow to match 
public finance with private finance. The finance evolution shows signs of a possible solution, in 
particular with regard to impact finance and/or public private partnerships, for the valorization and 
safeguard of Edifici Mondo that, otherwise, can go into ruin with the lost of the common cultural 
heritage good.    

 
Dr. Tracy Pickerill from TU Dublin, partner of CLIC project, states that the aim of this Heritage 

Innovation Partnership is to take into consideration Salerno City circular territorial development 
overcoming investment barriers. HIP process is based on regional and local knowledge and idea 
generation from CLIC circular business models and Local Action Plan that facilitate the discussion 
designing hybrid financial and non-financial instruments for ARCH activities in Salerno, fostering 
relationships between local community and capital markets within “patient” long term investment 
horizons, defining intentional impact performance and benchmarking metrics during the design 
phase. All these allow community and regional capacity in relation to regenerative capital 
investments59. 

The panoptic toolkit developed under CLIC project (D4.1) provides a blueprint of umbrella 
categories designed to support the decision-makers in their processes regarding adaptive reuse 
cultural heritage initiatives.  

                                                
59 Regenerative Capital: Nurtures Responsibility, Resilience & Regeneration additional to the Triple Bottom Line 

[People Planet Profit] (John Elkington) 
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Dr. Pickerill evidenced how the understanding of the financial instruments landscape depends 
on the knowledge of financing instruments. Many financing mechanisms (e.g. grants, fiscal 
measures, debt and equity instruments) are well-known and used tools, but the novelty in this case 
relates to cultural heritage context: the innovation consists in blending financial instruments with non-
financial ones (e.g. real estate instruments, regulations, impact metrics, capacity building, digital 
tools etc.).  

Circular economy does not regard only waste management but it is about a design process where 
stakeholders knowledge and understanding of financing instruments boost the financial 
intermediaries to adapt their financial instruments towards circular investment flows to achieve the 
ecological transition and climate adaptation. Thus, the main stages for circular models leveraging 
investment in ARCH are: 

• Tool knowledge: operating characteristics; 
• Design knowledge: target, tailor and time to leverage circular flows; 
• Stakeholder knowledge: motivation to engage and risk tolerance (risk mitigation and 

risk sharing); 
• Impact knowledge: predefined IMM at design stage.  

 
The investments choice varies from community to community, region to region in economic and 

political context. Different financial instruments may have different risk levels and this influences their 
choice. It is relevant to evidence how risks and impacts may differ and the failure of one instrument 
can have devastating consequences on the vulnerable communities. 

Following the discussion, Dr. Pickerill evidenced that landscape of metric benchmarks for risk 
adjusted market , below market and impact return as well as built environment metrics is constantly 
evolving (e.g. EU Taxonomy, quality principles of ICOMOS etc.). Finally, the discussion is concluded 
with several examples of public and private financing mechanisms: fund structures designed for the 
benefit of built heritage in both public and private ownership (for profit, non-profit and hybrid, social 
value leases), master planning and procurement tools for community benefit (blended procurement, 
land value capture finance tools), climate adaptation ambitions and green energy (district heating 
systems, smart monitoring for impact, water treatment, biochar).    

 
Dr. Prof. Ivo Allegro from Iniziativa Cube, partner of CLIC project, presented the financing 

mechanisms developed and described at the beginning of this deliverable. In particular, he 
introduced the context linked to the pandemic situation that has affected every dimension of the 
cultural heritage value chain: loss of revenue, stop of maintenance and restoration works, the 
restriction in access and participation in cultural events. According to a recent report by the JRC of 
the EC, over 7 million of cultural and creative jobs are at risk due to the crisis. In addition, there are 
many other challenges with which CH is struggling: public sector sole investor of CH, preservation 
vs exploitation top-down public policies, insufficient and inefficient funds allocation, low innovation 
and management capacity of the public sector. All these challenges may cause community 
impoverishment of powerful tools of collective memory and identity.   

Starting from these challenges and existing financial instruments, the value proposition of the 
proposal of circular financing mechanisms should foster five principles: 

• Generation of value at local level; 
• High replication potential in different contexts; 
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• Win-win-win solutions towards people dimension within PPPs; 
• Synergies and cooperation empowering social and solidarity economy; 
• Multidimensional ROI (ESG and Culture) through viable business models. 

An important step was the definition of the scope through a three-dimensional structure that 
shows the key elements for an investment in cultural heritage: 

• The capacity to generate cash flows (CF) that can be high, medium or low; 
• The key phases of an ARCH initiative – design, rebuilding/adaptation and use & 

maintenance; 
• The three risk&impact adjusted returns – market financial returns, market financial and 

social returns and social returns. 

This three-dimensional structure or space creates the link between the circular business models 
and financing mechanism for ARCH developed under CLIC project.  

From a financial point of view, cultural heritage is a headache, because the theme of adaptive 
reuse generates higher investment costs and often higher management costs. These are linked to 
the circumstance that in order to reuse and preserve the elements in the most philologically correct 
way, investments must be made with expensive construction techniques, rare materials and with 
difficult interventions. 

Another relevant element in the reuse and financing of reuse operations is linked to the concept 
of bundling of interventions: the more complex the asset to manage is, the more the synergistic 
management of several interventions can generate cost savings, both in terms of scale and range 
of action which can generate a financial warming effect.  

From this perspective, INI’s proposal was built on three main financing mechanisms that were 
presented during the HIP event: the hybrid PPP approach, the Revolving Circular Impact Fund and 
the Investment Readiness Facility (IRF).60  

In the perspective of Dr. Allegro and INI team, the three instruments have circular aspects. 
Indeed, they can contribute to enable the deployment of circularity logics by putting in a virtuous 
mechanism both the hybrid PPP approach, which can be easily implemented if supported by a study 
financed through IRF to enhance project maturity and financed through the circular imapct fund in a 
revolving logic. Thus, the three financing mechanisms are the “three” sides of the same coin that fill 
the financing gap in the field of cultural heritage adaptive reuse. 

 

Mr. Paolo di Nola, representing the national agency Invitalia, evidenced several 
shortcomings of the capital market for the cultural heritage sector such as the demand and supply 

                                                
60 To avoid repetitions, refer for the detailed description of the financing mechanisms to the Part 

1 of this deliverable. 
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weaknesses, insufficient skills of cultural heritage managers, struggling to access public finance and 
implementing PPPs. Specific efforts are requested also from the private parties. Mr. di Nola provided 
two Italian examples of public and private initiatives for the valorization of well-known cultural 
heritage assets: (1) the pioneering public-private initiative instigated by the Packard Humanities 
Institute and the local heritage authority; (2) the Colosseum funded the restoration through a 
sponsorship contract with the Italian luxury shoemaker Tod’s. 

The most refined example of partnership is an ongoing experience. On 9th July 2021 a tender for 
a project finance operation on the Capodimonte Museum was published - a complex operation that 
matches public and private finance. The museum has got ESIFs funding to carry out interventions 
and has captured the interest of the private capital market. The total amount of the investment is 
about € 45 million and concerns a “hot” intervention represented by the energy efficiency of the 
museum, which will achieve a balance of energy production thanks to this intervention. There are 
several administrative aspects to be addressed such as the reporting of the public and private 
funding, adoption of separate financial reporting for the project, one for the public share and the other 
for private one. It is one of the few projects that ends with an energy performance contract with a 
commitment by the concessionaire to achieve energy savings, which, if not achieved, are integrated 
by the concessionaire's resources and with a sharing of the savings; everything that exceeds the 
minimum level is divided between the concessionaire and the contracting authority. 

 
Dr. Guglielmo Calabresi from Cassa Depositi e Prestiti (CDP) declared that the field of 

adaptive reuse of cultural heritage is the one in which the CDP is a little further back, but they have 
activated tools to support this sector such as the Cultural Fund and the Design Fund that can be 
classified as an investment readiness facility. 

The bottom-up approach and the co-design is the winning choice and the CDP shares that 
community involvement through a co-participation approach is key. The same logics shall apply to 
innovative sources of finance. 

 
Dr. Alfredo Fortunato (Meridiana Italia) started his discussion from the opportunities to activate 

PPPs with public contribution to get involved private sector that otherwise would not intervene. This 
is the case of the necessity of public funds in order to have a convenient and sustainable investment. 
He evidenced that the Campania Region has followed a two-fold approach: (1) based on the urban 
strategy, it was expected first the recovery by the public administration of the asset through public 
financing; (2) in a second step, private partners can valorize the recovered asset also accessing a 
small public grant. This model was then replicated on a regional scale with a tender aimed at the 
revalorisation of public spaces by private parties. 

From this perspective, the Region could implement a model to incentivized PPPs and an ad hoc 
fund for the management of ARCH initiatives. The challenge is intrinsic in the longer-term and more 
complex operations that are difficult to activate in the context of a sole programming period (e.g. 
2014-2020 or 2021-2027). For this reason, many times complementary funds are used rather than 
cohesion funds because, since there are long-term deadlines, they allow to carry out more complex 
operations. 
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Dr. Fortunato also evidenced the need to identify well the role of both the public entity as well as 
private partner and the models to be adopted. The challenge is even more complex when the CH 
assets are not well-known or don’t have critical mass – thus, the levels of attractiveness are rather 
low to guarantee an investment by a private party.  

Nevertheless, the activation of PPP investments under the cohesion policies can be fruitful and 
the regulatory tools exist to set up policies to encourage the attraction of private capital. It is 
necessary to understand the right level of public intervention and the final purpose of the private 
partner with the expected economic and social impacts. Usually private partners are attracted in 
interventions where there is no public convenience but, on the other hand, where public resources 
are made available for the private partner, it is clear that the social and economic convenience must 
be evident. There is a need to better structure the levels of competence for the management of these 
tools: big cities usually have the technical and economic skills necessary for PPPs management, but 
some problems would arise for the smaller municipalities. 

The regulatory issues also do not represent a barrier: it is necessary to define the framework on 
which to move and respond to the connected models of controls and verifications of cohesion 
policies. 

Finally, Dr. Fortunato stresses the need to define criteria and indicators for the private 
involvement in order to allow the assessment by the regional administration, providing part of the 
funding, that the private intervention is relevant with respect to the objectives of sustainability and 
economic and social impact on the territory. 

 
Dr. Luigi Di Cristo (Agenzia del Demanio / State Property Agency) introduces the role of the 

Agency that deals with the enhancement of the state's assets. The challenge is how the Agency 
approaches non-strumental goods and strumental goods. The latter usually have public financing 
lines. For non-strumental ones, the agency has put in place operations related to tourism and the 
social use of these properties. The goods are rented to third sector operators or private market 
operators according to a Concession model for maximum 50 years. Also, the Agency provided 
support to the involved partners regarding the available regional, territorial, European financing 
instruments. Dr. Di Cristo also expects in the future to have resources allocated through a national 
plan. 

 
Cristina Garzillo (ICLEI) evidenced that there is a knowledge gap between operators in the field 

of cultural heritage and financial operators. Indeed, it is expected that it is up to the public 
administration to reduce this gap, financial education is not taken into consideration for the training 
of managers in the sector of cultural heritage etc. ICLEI is thinking about how to improve education, 
how to create databases and how to make financial institutions and investors aware of the potential 
of cultural heritage and exploit the potential of European projects. In addition to concrete adaptive 
reuse projects, there are also soft measures that can support local authorities in the development of 
action plans. These are positively evaluated by local authorities and stakeholders because they help 
to change and improve ways of working, processes, actions and procedures. So sometimes talking 
with the cities, have also evidenced a lack of human resources and technical capacity as well as the 
involvement of citizens and stakeholders, in addition to the lack of funds. Another aspect is how to 
blend different funds – indeed, even at the European level there has been little coherence and 
alignment between these softer measures and the structural funds and the timing. Initiatives in this 
respect can represent a driving force for new ARCH projects and investments. 
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Dr. Paolo Biancomano (MIUR) evidenced the role of the decision support tools for the actors 

who invest in the historical urban landscape. The allocation of resources is one of the key points 
both in the programming and design phases because usually the resources are distributed 
regardless of the intervention to be done. This can determine several quite relevant issues: if the 
resources are underestimated the intervention stops; if they are oversized there is a waste of 
resources and then often the intervention does not start precisely because too many resources are 
requested to carry out the intervention. It is necessary to define the costs in line with the interventions 
and try to align the supply and the demand, which is even more important if we are talking about 
PPP and PPP-P with the presence of the third sector. The resources must be estimated as close as 
possible to the cost of the intervention. 

 
Dr. Sandra Gizdulich (Agency for territorial cohesion) evidenced that the goal is always to 

study the relevant cases characterized by different levels of difficulty and build a working table so 
that implementation is facilitated. She proposed a working table for the Salerno case and evidenced 
that the approach to the local community is relevant. 
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7 Conclusions 

 In the current context of budget constraints of the public sector, investments in cultural heritage 
are going through a difficult season. Despite the unquestionable importance of the cultural heritage 
on both the economic development as well as on the identity and memory of a community, recently 
the public resources dedicated to it have been reduced by the increasing pressure of other “chapters” 
perceived as more urgent (i.e. health, safety, education, climate change, emergencies, etc.). 

In this context, the existing landscape of financing mechanisms, which usually are not specifically 
dedicated to cultural heritage and to its valorization, highlights many limitations. 

The final purpose of this document, built on the previous research done under CLIC PROJECT 
and the state of the art of the financing solutions in other adjacent sectors, was to demonstrate how 
the use of a hybrid approach, very focused on the intentional impacts generation, for the new 
financing mechanisms could represent a successful tactic for the addressed field. The circular 
financing instruments and the panoptic financial toolkit of the CLIC project show a holistic dimension 
towards the cultural shared value for people and impacts generation through the valorisation of 
cultural heritage in the medium-long term as part of a complex cultural ecosystem.  

Although the cultural heritage sector has advanced considerably in the last decades, there is still 
a lack of cultural-adjusted models and tools validated in real conditions and that can be replicated in 
other contexts. A first tentative with positive feedback has been provided within CLIC project via the 
Heritage Innovation Partnerships organised in collaboration with Vastra Gotaland Region (Sweden) 
and the Municipality of Salerno (Italy) for the validation of the financing mechanisms on specific case 
studies.  

The market seems to be ready and “hungry” of hybrid and holistic models, tools and 
methodologies to be deployed for cultural heritage projects and investments. In this scenario, a 
variety of stakeholders expect from the public administration the right guidance in order to allow the 
exploitation of the full potential of cultural heritage sector through the orchestration and combination 
of diverse elements and variables to generate cultural shared value and impacts.  

This represents a strong challenge to afford in the present scenario of public budget constraints 
and, therefore, a reason to continue the market-oriented and applied research by academics and 
practitioners. 
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9 Acronyms  

[ARCH]  [Adaptive Reuse of Cultural Heritage] 
[BOT]  [Build-Operate-Transfer] 
[BTO]  [Build-Transfer-Operate] 
[CAPEX]  [Capital Expenditure] 
[CH]  [Cultural Heritage] 
[CSRD]  [Corporate Sustainability Reporting Directive] 
[DBFO]  [Design-Build-Finance-Operate] 
[DNSH]  [Do Not Significant Harm] 
[EPC]  [Energy Performance Contracts] 
[ESG]  [Environment, Social and Governance] 
[ESIFs]  [European Structural Investment Funds] 
[ICMA]  [International Capital Market Association] 
[IEE]  [Intelligent Energy Europe] 
[IRF]  [Investment Readiness Facility] 
[KPI]  [Key Performance Indicators] 
[MFF]  [Multiannual Financial Framework] 
[NGEU]  [Next Generation EU] 
[OPEX]  [Operating Expenditure] 
[PDA]  [Project Development Assistance] 
[PPP]  [Public Private Partnership] 
[RBF]  [Results-based financing] 
[SDGs]  [Sustainable Development Goals] 
[SME]  [Small Medium Enterprise] 
[SPV]  [Special Purpose Vehicle] 
[TEG]  [Technical Expert Group] 
[VfM]  [Value for Money] 
[WP]  [Work Packages] 
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