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Abstract

The revitalization of rural areas through creative sector real estate development
necessitates adaptive financial strategies that address economic, social, and cultural
sustainability. This study examines the role of innovative financial approaches in
overcoming traditional investment barriers and facilitating the transformation of
underutilized real estate assets into thriving creative hubs. By integrating insights
from academic literature, structured case studies, and qualitative interviews, this
research develops a comprehensive framework for evaluating financial mechanisms
tailored to creative real estate in rural contexts.

The methodology encompasses a systematic literature review, empirical case study
analysis, and semi-structured interviews with industry professionals, project leaders,
and stakeholders directly engaged in rural creative real estate initiatives. The inclusion
of business roadmap strategies highlights practical implementation pathways,
outlining how alternative financial structures support long-term project viability, real
estate asset utilization, community ownership, and economic resilience.

Findings indicate that traditional financing models often fail to support rural
creative real estate projects due to high risk, long investment return cycles, and
liquidity constraints. The study demonstrates that community-based financial
initiatives, cooperative ownership models, and hybrid investment strategies
significantly enhance accessibility and scalability. Moreover, the research identifies
key success factors, including stakeholder collaboration, policy alignment, and flexible
investment models that integrate public, private, and social capital.

Findings suggest that no single alternative financing model is universally
applicable, but strategic blending of multiple models enhances effectiveness.
Regenerative and impact investing models provide long-term financial and ecological
sustainability but require patient capital and specialized expertise. Crowdfunding and
co-ownership models enhance community participation but are limited in scalability
and risk management. Public-private-people partnerships (P4) emerge as a key
mechanism for balancing financial viability with cultural and social impact,
particularly in heritage conservation and adaptive reuse projects.

This research contributes to academic and professional discourse by providing a
structured evaluation of financial strategies for creative-sector real estate development
in rural areas. The findings offer actionable recommendations for investors,
policymakers, and cultural organizations to implement dynamic financing structures
that foster sustainable economic revitalization, cultural preservation, and innovative
real estate reuse in rural communities.
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Abstract in Italiano

La rivitalizzazione delle aree rurali attraverso lo sviluppo immobiliare del settore
creativo richiede strategie finanziarie adattive in grado di affrontare la sostenibilita
economica, sociale e culturale. Questo studio esamina il ruolo degli approcci finanziari
innovativi nel superare le barriere degli investimenti tradizionali e nel facilitare la
trasformazione di beni immobiliari sottoutilizzati in centri creativi dinamici.
Integrando 1'analisi della letteratura accademica, studi di caso strutturati e interviste
qualitative, questa ricerca sviluppa un quadro completo per la valutazione dei
meccanismi finanziari adatti all'immobiliare creativo in contesti rurali.

La metodologia include una revisione sistematica della letteratura, l'analisi empirica
di casi studio e interviste semi-strutturate con professionisti del settore, leader di
progetto e stakeholder coinvolti direttamente nello sviluppo immobiliare creativo
rurale. L'inclusione delle strategie del business roadmap evidenzia percorsi di
implementazione pratici, delineando come le strutture finanziarie alternative possano
supportare la sostenibilita dei progetti a lungo termine, 1'utilizzo di beni immobiliari,
la proprieta comunitaria e la resilienza economica.

I risultati indicano che i modelli di finanziamento tradizionali spesso non riescono a
supportare progetti immobiliari creativi in aree rurali a causa dell’alto rischio, dei
lunghi cicli di ritorno sugli investimenti e delle limitazioni di liquidita. Lo studio
dimostra che iniziative finanziarie basate sulla comunita, modelli di co-proprieta e
strategie di investimento ibride migliorano significativamente l'accessibilita e la
scalabilita. Inoltre, la ricerca identifica fattori chiave di successo, tra cui la
collaborazione tra stakeholder, l’allineamento politico e modelli di investimento
flessibili che integrano capitale pubblico, privato e sociale.

I risultati suggeriscono che nessun modello di finanziamento alternativo e
universalmente applicabile, ma che una strategia di integrazione di pii modelli ne
aumenta l'efficacia. Gli investimenti rigenerativi e l'impact investing forniscono
sostenibilita finanziaria ed ecologica a lungo termine, ma richiedono capitale paziente
ed esperienza specializzata. I modelli di crowdfunding e co-proprieta favoriscono la
partecipazione della comunita, ma sono limitati in termini di scalabilita e gestione del
rischio. I partenariati pubblico-privato-persone (P4) emergono come un meccanismo
chiave per bilanciare la sostenibilita finanziaria con l'impatto culturale e sociale, in
particolare nella conservazione del patrimonio e nei progetti di riuso adattivo.

Questa ricerca contribuisce al dibattito accademico e professionale fornendo una
valutazione strutturata delle strategie finanziarie per lo sviluppo immobiliare del



vi | Abstract in Italiano

settore creativo in aree rurali. I risultati offrono raccomandazioni concrete per
investitori, decisori politici e organizzazioni culturali al fine di implementare strutture
di finanziamento dinamiche che favoriscano la rigenerazione economica sostenibile, la
conservazione culturale e il riuso innovativo degli immobili nelle comunita rurali.

Parole chiave: Settore Immobiliare Creativo Rurale, Finanza Sostenibile,
Rigenerazione Economica, Riuso Immobiliare, Investimento Comunitario, Co-
Proprieta, Patrimonio Culturale, Innovazione Finanziaria, Roadmap Aziendale.
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1 Introduction

Financing real estate projects in the creative sector, particularly in rural areas,
remains an underexplored area in academic literature. Traditional financial
mechanisms often fail to support creative-sector initiatives in rural settings due to the
high risk, low liquidity, and unconventional revenue models associated with these
projects. (Bryson et al., 2018; Miceikiené et al., 2017). Despite the increasing role of
alternative finance such as crowdfunding, impact investing, and blended finance there
is limited academic research analyzing its effectiveness in supporting creative real
estate in rural contexts. This research aims to fill this gap by evaluating alternative
financial models and their implications for rural creative-sector real estate
development.

Many traditional finance models fail to accommodate the unique characteristics of
creative projects in rural settings. Unlike urban real estate ventures, rural creative-
sector investments typically involve longer return-on-investment (ROI) cycles, higher
perceived risks, and lower liquidity. (Son et al., 2017). Consequently, rural property
developers and creative entrepreneurs face significant hurdles in securing funding
through conventional mortgage-based lending or institutional financing. (Stimer,
2022). In response, alternative financing structures, such as cooperative ownership
models and impact investing, have gained traction, offering non-traditional pathways
to capital formation. (Rubanov & Marcantonio, 2017).

e To examine the limitations of traditional financial models in supporting rural
creative-sector real estate.

e To evaluate alternative finance mechanisms such as crowdfunding, impact
investing, and cooperative ownership models.

o To analyze case studies of successful alternative financing applications in
rural creative-sector projects.

« To propose a framework for integrating alternative finance into policy
recommendations for sustainable rural development.

The creative sector serves as a key driver of rural revitalization by repurposing
underutilized real estate into cultural and economic hubs. However, financing these
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projects remains a critical challenge, as creative enterprises often rely on intangible
assets such as intellectual property and community engagement, which are not
considered viable collateral by traditional banks (Rubanov & Marcantonio, 2017). This
gap in financial accessibility necessitates a shift toward alternative financing strategies,
such as blended finance, cooperative ownership, and social impact investing, to
support sustainable development in rural creative real estate.

Rural areas, often marginalized in global development policies, have become
increasingly central to discussions on sustainability, economic stagnation, and cultural
preservation. These regions possess valuable yet underutilized assets, including land,
historical buildings, and rich cultural heritage, which, if strategically developed, can
drive economic revitalization. However, persistent challenges such as demographic
decline, insufficient infrastructure, and limited access to traditional financing
mechanisms continue to hinder their growth. Addressing these barriers requires
innovative strategies that integrate the creative sector with rural real estate
development, utilizing alternative financial models to unlock these regions” untapped
potential.

Despite their rich physical and cultural assets, rural areas frequently suffer from
neglect and underutilization. Historical buildings, abandoned industrial sites, and
vacant public properties remain dormant due to insufficient investment, regulatory
constraints, and ineffective planning frameworks. (Morena et al., 2021). However,
these properties offer significant opportunities for adaptive reuse, a strategy that not
only preserves architectural heritage but also repurposes spaces to meet contemporary
social and economic needs. By revitalizing these assets through creative-sector
initiatives, rural communities can foster sustainable economic development while
safeguarding their cultural identity.

Traditional financing mechanisms, such as bank loans and public grants, often fail
to adequately support rural creative real estate projects, as they are perceived by
financial institutions as high-risk investments. The challenges associated with these
projects stem from their geographical location, irregular revenue streams, and lack of
tangible collateral, which make them less attractive to conventional lenders. Similarly,
public funding avenues face significant constraints, including bureaucratic
inefficiencies and competing policy priorities, further limiting the availability of
capital for rural creative-sector developments. (Jia & Desa, 2022). As a result, securing
financial support for property development and operational sustainability remains a
persistent challenge for stakeholders in this sector.

In response to these limitations, alternative financing models have emerged as
viable solutions tailored to the specific financial needs of rural creative real estate.
These models encompass crowdfunding, blended finance, public-private partnerships
(PPPs), and impact investments, each designed to address the unique barriers that
traditional financing fails to overcome. Crowdfunding platforms facilitate the
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mobilization of resources from both local and global communities, fostering a sense of
collective ownership and engagement in creative projects. Blended finance integrates
public, private, and philanthropic capital to support large-scale initiatives that hold
cultural and social significance. Similarly, PPPs enable collaborative resource-sharing
between governments and private entities, ensuring that projects are both financially
viable and aligned with community-driven objectives. Furthermore, impact
investments prioritize funding for projects that generate measurable social and
environmental benefits alongside financial returns, making them particularly well-
suited for creative industries that rely on intangible assets (Lazzaro & Noonan, 2020).

The creative sector, particularly in rural areas, is often classified as a subset of Small
and Medium-sized Enterprises (SMEs). Like other SMEs, creative enterprises
encounter significant barriers in securing start-up capital, as traditional bank loans
involve complex application processes, extended approval times, and a high
likelihood of rejection. Given these challenges, alternative financing methods such as
peer-to-peer lending, crowdfunding, and digital financing platforms have emerged as
promising solutions. These models not only enhance access to capital but also offer
additional benefits, including greater community participation and increased visibility
for creative-sector projects (Obiora & Csordas, 2017).

Globally, creative industries, which encompass visual arts, design, cultural
heritage, digital media, and performance arts, have established themselves as key
drivers of economic growth, innovation, and social cohesion. These industries now
represent essential pillars of both national and regional economies, significantly
contributing to GDP growth and economic diversification (UNESCO, 2013; Pratt &
Hutton, 2013). In rural contexts, creative industries hold a unique competitive
advantage, as they can leverage local cultural assets, including traditional crafts,
architectural heritage, and natural landscapes, to generate economic opportunities. By
fostering entrepreneurship, job creation, and cultural tourism, the creative sector acts
as a catalyst for sustainable rural development (Rasulovich, 2021).

However, the long-term success of creative industries depends on access to
functional and dynamic real estate. Creative enterprises require specialized physical
spaces, such as coworking environments, artist studios, and multifunctional cultural
hubs, that promote collaboration, innovation, and community engagement. Without
adequate infrastructure, the creative sector’s economic and social potential in rural
areas remains underutilized.

Adaptive reuse is particularly relevant in the context of rural creative industries. It
aligns with sustainability principles by reducing the demand for new construction
materials, minimizing environmental impact, and fostering circular economic
practices. Additionally, it enhances community identity by preserving and
reactivating sites of historical and cultural significance (Deller et al., 2019). For
instance, in Italy, the national real estate portfolio includes €346 billion worth of
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underutilized properties, many of which are located in rural areas and could be
transformed into cultural hubs or creative workspaces (Istat, 2019). Despite these
opportunities, financing remains a major obstacle.

1.1. Importance, Potential, and Opportunities of Rural
Areas

The spatial distribution of economic development is highly uneven, with some
regions experiencing sustained growth and prosperity, while others remain
economically stagnant, peripheral, or structurally disadvantaged. This disparity is
largely influenced by rural-to-urban migration trends, as individuals, particularly
younger generations, relocate to cities in pursuit of better employment prospects,
educational opportunities, cultural experiences, and improved public services. This
demographic shift has resulted in a significant "brain drain" in rural areas, leaving
behind aging populations and individuals with limited access to resources, skills, and
economic opportunities (Merrell, 2022).

Rural regions face persistent economic and demographic challenges, including
population decline, infrastructural deficits, and financial exclusion (Romero-Castro et
al., 2023). These structural limitations present considerable barriers to the
development of creative industries, as traditional financing mechanisms often fail to
accommodate the distinct economic conditions of rural projects (United Nations,
2018). Given these constraints, there is a growing need for financial innovation that is
specifically tailored to rural creative-sector investments. In this context, alternative
financing models which incorporate community-driven funding approaches, digital
investment platforms, and impact investing strategies have emerged as viable
solutions to bridge financial gaps and enable sustainable rural development.

According to the urban-rural typology, predominantly rural regions account for
44.7% of the European Union’s total land area. However, despite their extensive
territorial coverage, these regions housed only 20.6% of the EU’s total population in
2023, illustrating a significant demographic and economic imbalance (Eurostat, 2024).
This discrepancy underscores the urgent need for policy interventions and financial
frameworks that can effectively support economic revitalization, attract investment,
and foster long-term sustainability in rural areas.
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How has the age

structure of the

EU’s population
developed?

(%, average annual change, 2015-2022)
Note: breaks in series.
Source: Eurostat (online data code: urt_pjangrp3)

eurostati|

Younger
(< 20 years) I 0.20
Working age
(20-64 years) I 017

Older
(= 65 years) - 15
HE
L
Ll

Predominantly urban regions

Intermediate regions

—-0.56 I

,rﬂaﬁﬁ‘ﬂﬁ:

Predominantly rural regions

Figure 1- % average annual change based on age, 2015-22 [Source: Eurostat]

Between 2015 and 2022, these rural regions experienced an average annual working
age population decline of 0.70%, and also the next generation of active workforce has
declined by 0.56% annually while predominantly urban regions saw population
increases of these two categories respectively 0.17% and 0.20% annually.
Compounding this issue also we could find other related statistics that cause us to
conclude the importance of this matter (Eurostat, 2024).
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Average annual population change, by age and urban-rural typology,
EU, 2015-22
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Figure 2- Average annual population change by age and urban-rural typology in EU,
2015-22 [Source: Eurostat]

These statistics highlight the demographic fragility of rural regions, emphasizing
the urgent need for targeted policy interventions and innovative planning strategies
to counteract these trends. Without proactive measures, rural areas will continue to
experience depopulation, economic stagnation, and weakened social structures,
further exacerbating regional disparities.

One of the most effective approaches to addressing these challenges is the
promotion of rural entrepreneurship and economic diversification, which can create
sustainable opportunities, attract investment, and enhance the resilience of local
economies. The outmigration of young populations poses severe threats to rural
communities, leading to disruptions in social cohesion, economic instability, and
environmental sustainability (del Olmo-Garcia et al, 2023). Strengthening
employment opportunities, supporting creative industries, and implementing
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alternative financial mechanisms are essential steps toward fostering inclusive and
long-term rural development.

Moreover, the impact of global crises on rural areas has been disproportionately
severe due to their pre-existing vulnerabilities. Events such as the 2008 Global
Financial Crisis, the European refugee crisis, the ongoing climate crisis, and the
COVID-19 pandemic have intensified economic hardship and social inequalities in
rural regions. Structural challenges, including limited healthcare infrastructure, lower
income levels, and economic dependence on agriculture, have heightened their
susceptibility to external shocks (Gkartzios et al., 2022; Europian Commission, 2020).
The European Commission’s 2020 report on demographic change further underscores
that acute poverty, income deprivation, and insufficient institutional capacity remain
critical barriers to rural economic and social revitalization.

1.1.1. Need to Rethink Rural Planning

Policymaking has historically been urban-centric, with policies predominantly
designed by urban elites who focus on the needs of metropolitan areas. As a result,
when these generalized policies are uniformly applied across all regions, they often
fail to address the specific socio-economic and infrastructural challenges of rural
communities. To enhance their relevance and effectiveness, such policies require a
process of "rural proofing", ensuring they are adapted to the distinct needs and
contexts of rural areas (Merrell, 2022).

A more effective and sustainable approach lies in bottom-up, decentralized, and
community-driven development strategies, often referred to as neo-endogenous
development. This model shifts the focus from externally imposed policies to
empowering rural communities as active participants in designing, implementing, and
governing their development initiatives. By enabling local actors to manage their own
budgets, set priorities, and tailor services to their specific needs, this approach fosters
greater autonomy, resilience, and responsiveness within rural areas.

The concept of participatory rural development builds upon this model,
emphasizing three core objectives:

e Empowering communities to identify their unique needs and implement context-
specific solutions.

e Enhancing the capacity of local populations to engage in decision-making
processes and influence policy frameworks.
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e Establishing collaborative networks that connect rural communities with
external stakeholders, institutions, and resources to foster long-term development.

By prioritizing community-led governance and participatory decision-making, this
approach ensures that rural development initiatives remain inclusive, sustainable, and
aligned with local aspirations, ultimately fostering a more resilient and self-sufficient
rural economy and society (Mansuri & Rao, 2004).

Historically, rural areas have been framed primarily through the lens of
agriculture, reinforcing the perception that farming is the sole economic backbone of
rural economies. While agriculture continues to play a critical role, this narrow
perspective has led to rigid and unimaginative planning responses that fail to
accommodate the diverse and evolving needs of rural regions. A modern rural
planning paradigm must adopt a more holistic approach, acknowledging the
multifaceted roles of rural areas in an increasingly globalized and interconnected
world (Gkartzios et al., 2022).

As noted by (Vercher et al., 2023), socio-cultural and demographic shifts have
redefined the fabric of rural communities, introducing new residents with diverse
values, skills, and collaborative mechanisms that enrich local networks. While
advancements in telecommunications and digital infrastructure have extended the
reach and economic potential of rural areas, the concept of "smart villages" extends
beyond technological innovations. It underscores the crucial role of human and social
capital the collective skills, relationships, and innovative capacities of residents in
fostering resilience, adaptability, and long-term rural development.

Contemporary rural development frameworks, such as "smart rural development,”
emphasize the importance of enhancing local connectivity and leveraging place-based
assets to maximize economic and social potential. Within this context, social
innovation plays a pivotal role, enabling rural communities to proactively adapt to
external challenges and technological advancements. By introducing novel
collaborative practices, funding models, and creative solutions, social innovation can
drive the transformation of rural landscapes in ways that are both economically viable
and culturally sustainable.

For example, heritage properties can be repurposed into vibrant community hubs,
supporting cultural entrepreneurship and creative industries. Similarly, inclusive
financing mechanisms, such as co-ownership and crowdfunding, can democratize
access to funding for rural development projects. By integrating technological
advancements with the rich human and social capital of rural communities, rural areas
can achieve sustainable and inclusive growth while preserving their unique identities
and cultural legacies.

Urban concerns continue to dominate the focus of planning theory, leaving rural
planning relegated to a marginal role. (Scott, 2023) identifies four stylized rural
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planning logics prevalent across countries, each reflecting the limitations of current
practices:

1. Preservationist Rural Planning: Found in countries like the UK and the USA,
this approach emphasizes protecting agricultural land and landscapes, often

prioritizing aesthetics over development.

2. Developmentalist Rural Planning: Common in Australia, this logic focuses on
resource exploitation, such as extractive industries, infrastructure for new industries,

and agricultural land use.

3. Laissez-Faire Rural Planning: Observed in parts of Southern Europe, this
approach involves minimal regulation, facilitating unstructured development driven

by family-centered welfare.

4. Neo-Liberalized Rural Planning: Seen in Ireland, this framework promotes
business-friendly policies, often fast-tracking infrastructure projects like renewable
energy installations (Gkartzios et al., 2022; Gallent et al., 2003).

These planning approaches, while context-specific, lack the innovation required to
address modern rural challenges effectively. A more holistic planning paradigm that
integrates economic, social, and environmental goals is urgently needed.

In the pursuit of sustainable development, the built environment plays a crucial
role in fostering economic, social, and environmental resilience. According to
(Dell’Ovo et al., 2021), one of the most effective strategies for achieving sustainability
in architecture and urban planning is adaptive reuse, which is defined as "a process
that changes a disused or ineffective item into a new item that can be used for a
different purpose.” This approach goes beyond simple restoration by integrating
maintenance, conservation, and functional adaptation while ensuring that the new use
aligns harmoniously with the historical, architectural, and structural characteristics of
the building. Adaptive reuse prioritizes heritage preservation while modernizing
structures for contemporary use, thereby enhancing their economic viability and social
relevance (Salerno, 2020).

The significance of adaptive reuse lies in its multi-dimensional benefits: it
stimulates economic growth, improves social well-being, and mitigates environmental
concerns. This process embodies a balance between preserving past values and
creating new ones, particularly in rural areas where abandoned real estate could serve
as potential hubs for creative industries. By repurposing vacant properties for cultural,
entrepreneurial, or artistic enterprises, adaptive reuse can revitalize local economies
and, from a broader perspective, contribute to national economic growth.
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Furthermore, rural areas are often perceived as centers of environmental
conservation and ecological sustainability. The principles of adaptive reuse align
closely with those of the circular economy, which emphasizes reducing natural
resource extraction, minimizing environmental impact, and extending the lifecycle of
materials through reuse, recovery, and regeneration. By applying circular economy
principles, adaptive reuse fosters a sustainable economic model that prioritizes
resource efficiency and long-term environmental stewardship.

Within Italy’s urban and rural contexts, historic buildings have long served as
social and cultural landmarks, symbolizing regional identity and collective memory.
These structures hold both tangible and intangible heritage value, making their
preservation essential for maintaining the historical character and cultural continuity
of rural communities. Adaptive reuse emerges as the most effective strategy to not
only safeguard but also enhance the value of abandoned historic buildings. By
repurposing heritage structures for contemporary needs, this approach ensures
architectural integrity while revitalizing surrounding communities by integrating new
economic, social, and cultural functions (Dell’Ovo et al., 2021).

The development of rural areas is deeply interconnected with the concept of rural
capital, which encompasses a diverse range of resources essential for economic and
social transformation. These resources can be categorized into the following key
domains:

e Natural Capital - Comprising land, water, and biodiversity, natural capital forms
the foundation of agriculture, eco-tourism, and resource-based industries that sustain
rural economies.

e Manufactured Capital — Encompassing physical infrastructure such as roads,
buildings, and digital technology, this form of capital enables economic activities,
market access, and connectivity between rural and urban areas.

e Human Capital — Representing the skills, education, and health of individuals,
human capital plays a pivotal role in innovation, productivity, and rural
entrepreneurship.

e Social Capital — Rooted in community relationships, trust, and cooperative
networks, social capital facilitates collaborative development and collective economic
action, often critical for rural enterprises and co-financing models.

e Cultural and Historical Capital — Defined by local traditions, heritage, and
unique regional identities, cultural capital presents opportunities for creative
industries, cultural tourism, and place-based economic growth.

Beyond these tangible assets, intangible factors such as cultural identity and social
cohesion play a crucial role in rural development. These non-material resources
influence how communities engage with economic opportunities, external
investments, and sustainability initiatives. By leveraging these "soft" elements, rural
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areas can differentiate themselves in global markets, attract funding, and establish self-
sustaining economic models that balance preservation with modernization.

1.1.1.1. The Importance of Spatial Context in Rural Development

The effectiveness of rural capital depends on its spatial, cultural, and economic
context. Different regions possess distinct comparative advantages based on their
historical assets, social structures, and geographical positioning. For example:

e Regions rich in cultural heritage can leverage tourism, arts, and creative
industries to attract investment and visitors.

e Communities with strong social networks can implement collective ownership
models, community-led funding strategies, and participatory governance to achieve
shared economic goals.

¢ This place-based approach ensures that development initiatives align with local
strengths, rather than imposing generic policies that may not suit the specific needs of
rural areas.

One often overlooked yet important aspect of rural entrepreneurship is the role of
religious institutions in economic and social cohesion. Religious organizations
frequently act as centers of trust, solidarity, and community mobilization, playing a
critical role in cooperative funding, local governance, and social entrepreneurship.
Integrating religious networks into rural economic strategies could help strengthen
community ties, facilitate collective investment models, and enhance local engagement
in development projects (Romero-Castro et al., 2023).

By understanding these interconnected dimensions of rural capital and designing
tailored region-specific development strategies, rural areas can build resilient,
innovative, and sustainable economies. This approach ensures that historical and
cultural assets are preserved, while also driving long-term economic growth and social
transformation (Romero-Castro et al., 2023).

1.1.2.  Unlocking the Economic Potential of Rural Areas

Despite these challenges, rural areas hold significant economic potential,
particularly in sectors such as agrotourism. Leveraging natural beauty, agricultural
products, and cultural heritage, agrotourism serves as a sustainable economic strategy
for rural regions. According to (Bizikova et al.,, 2020), rural areas possess unique
strengths, including geographical diversity and agricultural commodity production,
that can attract tourists and generate income. For example, in Italy, (Istat, 2024)
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reported that agritourism enterprises in Italy are on a steady rise, with female
entrepreneurship gaining prominence in the southern regions. In 2022, the number of
active agritourism businesses reached 25,849, marking a 1.8% increase compared to
2021. The presence of female entrepreneurs also saw a slight increase (+0.7% compared
to 2021), with women now representing over one-third of all agritourism operators.

Agritourism municipalities constitute 64% of all municipalities in Italy. Since 2004,
their numbers have grown at an average annual rate of 2.2%, with the Northwest
experiencing the most substantial increase at 4% per year. So it is concluded that
agritourism in Italy plays a significant role both in employment and entrepreneurship,
as well as in the revitalization of rural areas and the reduction of social inequalities.

This sector also offers opportunities for community development by providing an
alternative measure of income generation and supporting sustainable management
practices ( (Rasulovich, 2021; Sugeng Santoso, et al., 2022)).

Harnessing this "spatial energy," a term coined by (Gkartzios et al., 2022), is crucial
for co-producing better rural places. Spatial energy refers to the dynamic potential of
rural areas to respond to new demands and changes, whether through innovation in
planning, community participation, or economic diversification. Strategic
interventions in rural policy and planning can unlock this potential, ensuring rural
areas are not left behind in the global development narrative.

Also in order to this fact that many of rural areas have a huge potential of cultural
heritages and many other added values which can make them much more interesting
in order to investing and making them a new hub for economic activities especially in
some areas like creative sectors and industries, In the past decade, cultural heritage
has emerged as a central focus in the European discourse on sustainable development,
being recognized as one of the fundamental resources for fostering long-term growth.
It has proven its potential to drive economic development by leveraging the unique
cultural and historical assets of territories. Within the framework of the circular
economy, cultural heritage offers a sustainable approach to revitalization, where
preserving and repurposing historical sites align with principles of resource efficiency,
environmental conservation, and community engagement. This synergy not only
protects heritage but also enhances its economic and social value, contributing
significantly to regional development (Dell’Ovo et al., 2021).

According to (de Luca et al., 2021), rural communities are with increasingly
interested in setting up inclusive and participatory regeneration processes,
demonstrating the potential to engage the local community or rural community in the
development of local regeneration plans.

Rural micro-entrepreneurs often face significant financial barriers, primarily due
to limited access to traditional financial institutions. Many banks and lending
institutions perceive rural businesses as high-risk investments, making it difficult for
micro-entrepreneurs to secure funding through conventional means. Despite the
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growth of microfinance and FinTech applications, some rural micro-entrepreneurs
continue to struggle with obtaining startup capital. This challenge is exacerbated by a
lack of financial literacy and technological awareness, preventing them from
effectively utilizing available digital financial services. As a result, the gap in financial
accessibility and knowledge remains a significant obstacle to the development and
sustainability of rural micro-enterprises (Liu et al., 2021; Raja et al., 2025).

1.1.2.1. Rural Entrepreneurship as a Catalyst for Revitalization

Promoting rural entrepreneurship is a proven strategy for combating depopulation
and fostering economic resilience. Population decline, particularly among younger
generations, poses serious risks to the sustainability of rural areas. Rural
entrepreneurship provides an effective countermeasure by creating jobs, fostering
innovation, and encouraging local investment. Research by (del Olmo-Garcia et al.,
2023) highlights that rural entrepreneurship thrives in environments characterized by
investments in research and development (R&D) and accessible credit facilities.

Rural micro-enterprises have emerged as a crucial driver of economic growth in
rural areas. According to Dhewanto et al. (Dhewanto et al., 2020) these small-scale
businesses contribute significantly to local economic development, fostering
entrepreneurship and job creation. Civil society organizations (CSOs) play an essential
role in supporting and empowering rural micro-entrepreneurs by offering training
programs, access to financial and material resources, and networking opportunities.
Their interventions not only enhance entrepreneurial skills within rural communities
but also contribute to the broader socio-economic development of these regions. By
bridging the gap between emerging entrepreneurs and essential support services,
CSOs facilitate the growth and sustainability of rural micro-enterprises, promoting a
more inclusive and resilient local economy

The unique economic and structural characteristics of rural environments often
support entrepreneurial initiatives. Informal cooperation networks and proximity to
local resources provide rural entrepreneurs with distinct advantages. For example,
(Barber III, 2021) emphasizes that rural regions can achieve significant regional
transformation by fostering entrepreneurial networks and providing institutional
support. While poverty and infrastructure deficits remain challenges, targeted
interventions such as financial support, educational initiatives, and infrastructure
development can significantly boost rural entrepreneurship (Galvao et al., 2020).
Although rural areas are often characterized and known by high levels of poverty and
low levels of economic activity and not desirable quality of life, infrastructural
situation, and rate of access to essential services, they have a huge potential strength
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that can lead to entrepreneurial projects, as an example; informal cooperation
networks (Olmo-Garcia et al., 2023).

Policies aimed at revitalizing rural areas must prioritize employment creation,
innovation, and the provision of financial incentives. By aligning these goals with
broader sustainability frameworks, policymakers can ensure that rural regions
contribute meaningfully to national and global economic systems. The integration of
agrotourism and entrepreneurship into rural development strategies not only
addresses immediate economic needs but also lays the groundwork for long-term
resilience. Below the forms of planning for rural areas based on (del Olmo-Garcia et
al., 2023; Scott, 2023) is shown.

Table 1- Forms of Planning for Rural Areas

Component Function

Development of national policies related to land use and

(A) Public or infrastructure.
Statutory Land- Strategic planning for housing and infrastructure development.
Use Planning Land-use regulations and settlement planning.

Implementation of zoning laws and other regulatory functions.

(B) Spatial or Coordination of service investments.
Territorial Integration of public, private, and third-sector initiatives.
Planning Development of regional and area-based planning strategies.

Advocacy and lobbying for rural development policies.

C) Communit .
(©) ¥ Voluntary service control and self-governance.

A:lt;cr)]r;ie:]r;d Support for community-driven social and infrastructural projects.
Facilitating public engagement in spatial planning.
Use of financial incentives or disincentives to guide rural land use
(e.g., farmland preservation tax benefits).
(D) Market-Based Encouraging private investment in rural infrastructure and
Instruments development.

Supporting the adaptive reuse of rural buildings.
Payments for Ecosystem Services (PES) to promote conservation.

Implementation of sustainable land management practices.
Stewardship programs for farmland conservation.
Development of strategies for renewable energy projects, mineral
extraction, and fracking regulations.

Balancing biodiversity conservation with land use.

(E) Countryside
Management
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. Management of protected landscapes and ecological reserves.
(F) National Parks . e .
or Public State-led ownership of critical rural land assets (e.g., wilderness
Ownership reserves).
Regulation of privately owned lands within designated park areas.
Governmental and cross-national development programs.
(G) Other Projects Sector-based projects in health, education, transport, and
and Programs infrastructure.

Private sector-led initiatives that drive rural economic growth.

Also in this area, there is another entrepreneurial opportunity in this area and
sector which contains issues and topics according to cultural heritage and creativity in
this sector. In this area, (United Nations, 2015) (Dell’Ovo et al., 2021) reassure that
Cultural heritage plays a pivotal role in the United Nations 2030 Agenda for
Sustainable Development, particularly in Goals 11 (inclusive and resilient
communities), 4 (education), and 8 (sustainable economic growth through cultural
tourism). The conservation and adaptive reuse of cultural and landscape heritage not
only preserve historical and architectural significance but also contribute to
community well-being by enhancing quality of life, creating jobs, and revitalizing the
areas hosting heritage sites. These activities align seamlessly with the goals of rural
creative real estate, where the integration of creative industries into repurposed spaces
fosters economic sustainability, cultural enrichment, and environmental conservation.
By leveraging heritage assets for creative and cultural purposes, such projects align
with global sustainability priorities while addressing local challenges. Also in this
way, adaptive reuse could be a potential answer to both preserving memory and
generating new values, looking at a more holistic vision, i.e., integrating social,
economic, environmental and political policies with respect to the Sustainable
Development Goals (SDGs) and providing more added values related to the economic
value of the landscape where the asset is located.

Recent studies have highlighted rural areas as fertile ground for implementing
cultural policies aimed at participation and community-building, which enhance
economic, social, human, and symbolic capital (Danieli & Ghirardi, 2023). In these
regions, innovative forms of collaborative governance are being embraced, allowing
decision-making about culture to involve diverse and democratic platforms that
bridge government, civil society, and business organizations (Mahon et al., 2018).

This shift in governance has led to the recognition of arts, culture, and creativity as
powerful tools for revitalizing degraded rural spaces. Collaborative initiatives
involving local community members, businesses, private stakeholders, and state
representatives have emphasized the dual value of culture and creativity in driving
economic and social development (Danieli & Ghirardi, 2023).
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1.2. The Importance of Growing and Fostering the
Creative Sector

The creative industry has emerged as a significant driver of innovation, sustainable
development, and economic growth, with scholars often highlighting its
transformative role, particularly in urban contexts. The term "creative industries" was
first introduced in the 1990s, gaining prominence with the establishment of the
Creative Industries Task Force in 1997 in Great Britain (Gross, 2020). According to the
task force's foundational definition, creative industries encompass activities derived
from individual creativity and talent, with the potential to generate wealth and
employment through the production and use of intellectual property rights.

While the concept initially focused on urban economies, its principles hold
relevance for rural contexts, especially when aligned with the unique opportunities
and challenges of these areas. For example, the emphasis on creativity, intellectual
property, and talent development resonates with the goals of revitalizing rural areas
through creative sectors. This alignment can be supported by references discussing
how cultural and creative industries contribute to regional economic development, job
creation, and community engagement in rural settings (e.g., (Cattivelli & Stawinoga,
2023)) By adapting the urban-centric model of creative industries to rural areas, it
becomes possible to foster innovation and sustainable growth, particularly through
tailored policies and investments that address the needs of rural creative
entrepreneurs (Wolniak & Jonek-Kowalska, 2022).

Table 2- Classification of Creative Activities based on UNCTAD

Type of Activity Creative Activity

Visual Arts (painting, sculpture, photography, antiques)
Art Performing Arts (live music, theatre, puppet theatre,
dance, circus)

Art and Audiovisual Media (film, television, radio, other
information channels)
Media Published Media (books, newspapers, other publications)
New Media (software, computer games, other digital
materials)




| Introduction 17

. Design (interior design, graphics, fashion, jewelry, toys)
Functional ) . . ..

.. Creative Services (architecture, advertising, R&D, culture,
Creativity .

recreation)
Traditional Forms of Cultural Expression (arts and crafts,
Spiritual and shows, festivals)
Material Heritage Cultural Exhibition Spaces (museums, libraries,
exhibitions, archaeological excavations)

According to (Caragliu et al., 2011), the performance of cities is influenced not only
by physical capital but also by the human and social capital of their populations,
particularly their creativity. This perspective highlights that the success and vibrancy
of urban areas rely heavily on the ability to foster and harness creative potential,
alongside traditional infrastructure investments.

Although this idea is centered on urban contexts, its relevance can be extended to
rural areas. By focusing on human and social capital, rural regions can leverage local
talent and community networks to enhance their economic and social performance.

Creative industries, though often associated with cultural industries, have a
slightly broader reach. The recognition of creativity as a valuable resource gained
momentum in the early 21st century. Scholars have linked creativity to innovation,
emphasizing its critical role in driving economic competitiveness and contributing to
broader development efforts, particularly in contexts like rural revitalization and
creative sector growth (Wolniak & Jonek-Kowalska, 2022; O’Connor, 2007).

Creative industries (CIs) are defined by the Department for Digital, Culture, Media
and Sport (DCMS) as "those industries which have their origin in individual creativity,
skill, and talent, and which have the potential for wealth and job creation through the
generation and exploitation of intellectual property” (DCMS, 2019). This definition
highlights the dual role of Cls in driving innovation and generating economic and
cultural value. Encompassing fields such as arts, design, music, publishing, and media,
CIs are a cornerstone of modern knowledge economies, offering significant
contributions to both local and global development.

According to the European Union, cultural and creative sectors encompass
activities rooted in cultural values or artistic expressions, whether individual or
collective. While creative industries overlap significantly with cultural industries, they
are not limited to them. Cultural industries are distinguished by their intangible
cultural characteristics, which are not easily quantifiable in monetary terms, and their
reliance on human creativity in the production process (European Commission).
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As an example in EU, according to (Statista, 2024), “The value added generated by
cultural and creative industries in Italy increased by 5.5 percent in 2023 over the
previous year. Overall, this market's value added amounted to roughly 104.3 billion
euros in 2023, rising by 12.7 percent compared to 2019.”, In this way it can be
concluded that in recent years in Italy as an example of EU countries, the concentration
of this sector is increased.

In contrast, creative industries often include larger or mid-sized companies that
operate with structured working environments, offering high salaries, particularly for
senior staff, and maintaining fixed working hours for employees. This relatively new
sector of the global economy is driven by creativity, innovation, and talent in diverse
fields such as art, media, and design, highlighting its dynamic contribution to both
cultural expression and economic growth (Difference between Culture Industry and
Creative Industry; Kimpeler & Georgieff, 2009; Wolniak & Jonek-Kowalska, 2022).

According to (Ceci & Kumar, 2016) that established a direct link between creativity
and people's happiness, emphasizing that intrinsic motivation plays a key role. Their
research highlights how intrinsic motivation is not only significantly correlated with
creativity but also strongly associated with positivity and a happy mood. Similarly,
(Tan et al.,, 2021) observed a bidirectional relationship between well-being and
creativity in their study on Malaysia, suggesting that creativity can enhance happiness
while a positive emotional state can also stimulate creative expression (Wolniak &
Jonek-Kowalska, 2022). In the context of rural and creative industries, this connection
between creativity and well-being is particularly relevant. Creative projects and
industries can foster intrinsic motivation and happiness in rural communities by
providing opportunities for self-expression, cultural preservation, and community
engagement.

Mitchell introduces the concept of "creative enhancement” to describe how rural
areas evolve without losing their original character. Unlike "creative destruction,"
which replaces old economic structures with new ones, creative enhancement allows
new functions to coexist with traditional activities. In several Canadian case studies,
Mitchell illustrates how heritage tourism, small-scale creative businesses, and public-
private collaborations have revitalized rural communities without displacing existing
industries. This idea supports the argument that alternative financial models should
aim to enhance rather than replace rural creative real estate (Mitchell, 2013).

1.2.1. The Economic and Social Role of Creative Industries

The European Union (EU) has long recognized the transformative power of Cls.
According to the European Commission, cultural and creative sectors account for 4.2%
of the EU’s GDP and provide employment for approximately 7.4 million people,
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equating to 3.7% of the total EU workforce (Europian Commission, 2020). These
industries are deeply interwoven with other sectors, serving as drivers of innovation
in cultural, digital, and smart specialization strategies. Furthermore, they support
social development and employment sustainability, even during periods of economic
downturn (European Parliament, 2016; UNESCO, 2013).

In alignment with the 2030 Agenda for Sustainable Development, the European
Union has introduced innovative policies to address environmental challenges and
social exclusion while fostering sustainable cultural and creative industries (CCls).
These efforts are supported by programs such as Horizon Europe, Creative Europe,
and the New European Bauhaus, which promote collaboration and creative solutions
to societal challenges (Danieli & Ghirardi, 2023).

The EU’s approach focuses on three interconnected strategies to build a sustainable
and inclusive cultural economy:

1. The New European Bauhaus (New European Bauhaus, 2022): This program
leverages adaptive reuse by transforming existing infrastructures and dormant
cultural heritage into vibrant spaces that promote sustainability and inclusivity. It
envisions rural and urban areas as hubs for innovation and cultural revitalization,
aligning with goals to repurpose spaces for creative and community-driven uses.

2. Knowledge and Innovation Community (KIC): Initiated by the European
Institute of Innovation and Technology, KIC focuses on integrating education,
research, and entrepreneurship within CCIs to create a self-sustaining cultural
ecosystem. This initiative emphasizes cross-sector collaboration, helping regions tap
into their cultural potential while fostering economic growth (European Institute of
Innovation and Technology, 2022).

3. Support for Startups and Innovation: The EU recognizes the critical role of
startups and innovative business models in shaping the future of CCls. By
emphasizing venture capital as a key enabler, the EU aims to improve financial access,
enhance startups’ scalability, and ensure their long-term success. This aligns closely
with the need to develop local creative economies in rural areas, where funding gaps
often limit potential growth (OECD, 2018).

CIs possess unique characteristics that enable them to adapt and thrive in
challenging economic environments. For instance, the UN General Assembly declared
2021 the International Year of Creative Economy for Sustainable Development,
underlining the recognition of CIs as key contributors to national GDP and as critical
tools for fostering resilience and innovation globally (UNCTAD, 2018). Studies
indicate that the economic growth potential of CIs exceeds that of many traditional
sectors. They promote labor productivity through the adoption of advanced
technologies (Tao et al., 2019) and generate positive regional social returns by fostering
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inclusive economic opportunities (Falck et al., 2018). Notably, CIs have demonstrated
resilience during economic recessions, maintaining stability and growth when other
industries faltered (UNCTAD, 2018). By blending education, financial innovation, and
cultural heritage, the EU’s framework resonates with the mission of transforming rural
areas into vibrant creative hubs, demonstrating how culture-driven economic models
can support both economic growth and social inclusion (Danieli & Ghirardi, 2023)
(Jeong et al., 2020).

Beyond their economic contributions, CIs play a pivotal role in cultural and social
capital formation. Economic capital includes tangible assets such as land, property,
and financial resources, while social capital arises from networks of mutual trust and
recognition within communities. Cultural capital encompasses embodied skills and
knowledge, material goods such as books and art, and institutionalized resources like
access to education and prestigious work opportunities (Gkartzios et al., 2022). These
forms of capital are intertwined within Cls, amplifying their ability to generate broad
societal benefits.

The concept of a creative city is fundamentally characterized by several interrelated
components that foster an environment conducive to innovation and economic
growth. According to (Europian Commission, 2020; European Commission, 2020), key
elements that define a creative city include:

Creative activities that emerge as a response to structural shifts in the creative
economy.

A creative class composed of highly skilled individuals working in specialized
professions, demonstrating entrepreneurial capabilities, and adapting to dynamic
socio-economic changes.

High-quality urban spaces are designed to attract and retain residents and
investors by enhancing liveability and accessibility.

Technological infrastructure, incorporating both tangible and intangible
investments to strengthen competitive advantages over other regions.

The success of a creative city is contingent on the presence of a critical mass of
organizations operating within the creative industries. An inadequate number of such
institutions can stifle urban development by limiting opportunities for innovation and
entrepreneurial expansion. Consequently, a comprehensive assessment of the creative
sector is necessary to determine existing capabilities and to formulate strategies that
enhance economic sustainability through cultural and creative industries (CCls)
(Wolniak & Jonek-Kowalska, 2022).

Rural entrepreneurship (RE) has emerged as a distinct field of research, with a
significant academic focus on the various factors that influence its promotion.
However, studying RE requires a multidimensional and localized approach to account
for the unique characteristics and dynamics of each region. Despite its importance,
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such analyses are often hindered by limited data availability at the local level, resulting
in a scarcity of quantitative studies exploring the connection between
entrepreneurship and rural development in European contexts (Romero-Castro et al.,
2023). Addressing these gaps is essential for tailoring effective strategies that support
rural economic growth. It is also added that previous studies on rural
entrepreneurship have identified two main types of influencing factors:

1. Internal factors (strong links): These include personal attributes such as prior
experience, skills, the ability to build social networks, motivation, and confidence.

2. External factors (weak links): These involve contextual elements like access to
business financing, supportive government policies, and education and training
opportunities in entrepreneurship.

The multidimensional nature of entrepreneurship highlights that these factors are
interrelated and must be understood through the lens of various resources, assets, or
forms of capital. This theoretical framework aligns with the Resource-Based View
(RBV), which emphasizes leveraging internal and external resources for
entrepreneurial success (Romero-Castro et al., 2023).

1.2.2. Knowledge Economics and Creative Clusters

CIs form a vital segment of the knowledge economy. They specialize in creating
high-value goods and services, such as artistic works, cultural products, media
outputs, and technological innovations. These outputs are primarily distributed
through global and digital networks, enabling CIs to reach international markets while
adapting to localized consumer demands (Pratt & Hutton, 2013) The geography of
knowledge-intensive services and the clustering of creative activities are key drivers
of regional growth, fostering innovation and economic diversification (Pratt & Hutton,
2013).

The creative sector is widely recognized as a dynamic and rapidly growing part of
the economy, playing a crucial role in driving economic growth, generating
employment, and fostering international engagement. This sector's rapid development
has significantly contributed to increased exports and a notable rise in GDP,
underscoring its importance as a key driver of both local and global economic progress
(Wolniak & Jonek-Kowalska, 2022).

In order to some other ways to make the rural areas more dynamic for life and
make them a hub for creative activities, as is said previously, a good way could be
adaptive reuse but again in this issue it is needed to gain as much as knowledge, and
collecting all of the economic information which is needed for different areas from
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starting the work to consideration of all the risks. Adaptive reuse interventions for
buildings of cultural significance present multifaceted challenges that span both
economic and social dimensions. Economically, these projects are fraught with high
levels of uncertainty and often face constraints due to limited financial resources. The
unpredictability of such investments stems not only from the substantial capital
required but also from the extended timeframes often associated with heritage
projects, which can deter private investors and stakeholders.

Socially, these buildings are deeply intertwined with the identity and heritage of
the communities they serve, making the process of repurposing them particularly
delicate. A misstep in selecting a new function or approach that fails to align with
community needs or values risks alienating stakeholders and diminishing the cultural
significance of the asset. Poorly chosen interventions that do not benefit the local
population can lead to underutilized spaces and public dissatisfaction (Fabbri et al.,
2018; Dell’Ovo et al., 2021).

For rural creative real estate projects, these challenges emphasize the importance
of a holistic approach that integrates thorough community consultation and robust
financial planning. Strategies to mitigate these risks include:

o Stakeholder Engagement: Involving local communities and cultural
organizations in decision-making ensures that the reuse aligns with social and cultural

expectations.

o Diverse Financing Models: Leveraging a mix of public funding, impact
investments, and community-driven funding (e.g., crowdfunding) can reduce

financial risks.

o Data-Driven Decision-Making: Employing feasibility studies and predictive
models, including Al, can help assess the viability of proposed interventions and

optimize resource allocation.

By addressing both the economic and social complexities of adaptive reuse, rural
creative real estate projects can transform heritage buildings into vibrant, community-
focused assets that balance financial sustainability with cultural preservation.

Also in this issue, it is necessary to say that “To reinforce and accelerate the
opportunity provided by these new, regionally accessible social finance funds, it is
essential to support intermediaries that can bring sophisticated assistance to
communities in the inception, planning and delivery of social infrastructure” (NIIP—
National Impact Investment Practitioners Table, 2016). For rural regions aiming to
revitalize cultural heritage or establish creative industries, the role of intermediaries
becomes even more significant. They provide the expertise to align local goals with
financial opportunities, helping projects navigate complexities and ensuring they
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deliver both social and economic value. Strengthening these support systems not only
accelerates progress but also builds the capacity of communities to sustainably manage
future initiatives.

Creative clusters, where ClIs co-locate in specific regions, amplify the sector's
potential by fostering collaboration and enhancing productivity. For instance, regions
that invest in technology and infrastructure often attract Cls, creating hubs of
innovation that benefit the wider economy. However, recent global crises have shifted
the relative importance of location factors for Cls. The role of technology has become
more prominent, while traditional factors related to industrial specialization have
diminished in relevance (Teixeira & Santos Cruz, 2021). These shifts underscore the
need for adaptive regional policies that support Cls in responding to evolving
economic and technological landscapes.

In addition, it is necessary to said that goods and services in cultural and creative
sectors (CCS) and CClIs, according to chain model that is shown below delivered
(Genova & Kostadinova, 2020):

Source: (United Nations Educational Scientific and Cultural Organisation, 2009)

Figure 3- The goods and services in the cultural and creative sectors and CCls are
delivered chain [Source: (Genova & Kostadinova, 2020)]



24 | Introduction

Not all elements or activities in a given model need to be present within a single
enterprise. These elements can be distributed across multiple firms, either
concentrated in a specific geographical location or dispersed across different areas. The
financial structure of the model is highly influenced by these particular arrangements,
as the distribution of activities and locations directly shapes how resources are
allocated and managed (Genova & Kostadinova, 2020).

Financing is crucial for the success and sustainability of social ventures, especially
those operating in rural areas and within the creative and cultural sectors. Unlike
traditional businesses, social ventures prioritize social impact alongside economic
returns, which often makes it challenging to secure funding from conventional
financial institutions. This misalignment highlights the importance of alternative
financing models tailored to the unique needs of such ventures. Tools like
crowdfunding, impact investing, and blended finance can bridge the funding gap,
enabling social ventures to repurpose unused spaces, foster local entrepreneurship,
and empower communities. By addressing financial barriers and providing flexible,
impact-driven solutions, these innovative approaches play a key role in revitalizing
rural areas, preserving cultural heritage, and creating sustainable creative hubs. This
aligns directly with the goals of alternative finance models for creative industries,
supporting both economic growth and social inclusion (Bacuilima et al., 2023; Kickul
& Lyons, 2015).

1.2.3. Policy and Planning for Sustainable Growth

Despite their resilience and adaptability, Cls are not immune to external pressures.
During periods of austerity, cultural policies that traditionally supported the
emergence of CIs have been constrained, reversing some of the gains made during
earlier periods of growth (Cruz & Teixeira, 2021). To ensure the sustainable growth of
ClIs, policymakers must adopt holistic and inclusive strategies that address the unique
needs of the sector.

Policies should focus on fostering a diverse range of creative activities rather than
concentrating solely on resilient sub-sectors. A narrow focus risks overlooking the
synergies and innovative potential that arise from a diversified network of CIs. For
example, sector-specific plans should support global and localized creative activities,
including those that contribute to cultural preservation, technological innovation, and
economic regeneration. Additionally, regional policy design should emphasize the
factors most effective in attracting new CI firms, such as investment in digital
infrastructure, education, and research and development (Teixeira & Santos Cruz,
2021)
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(Galvao et al., 2020) highlight the need for public authorities to carefully evaluate
economic policies aimed at revitalizing rural areas. Their recommendations emphasize
the importance of fostering employment opportunities, improving education systems,
encouraging innovation, and enhancing financial support mechanisms to promote
sustainable development (Olmo-Garcia et al., 2023). These policies are essential for
addressing rural challenges and supporting long-term growth and resilience.

Rossitti, Oppio, & Torrieri propose an integrated model for cultural heritage reuse
that combines economic feasibility with social and environmental benefits,
highlighting the necessity of balancing financial constraints with long-term viability
(Rossitti et al., 2021).

o Participatory Planning in Rural Cultural Development: Challenges and
Opportunities

Incorporating participatory approaches into cultural planning is increasingly
emphasized as a way to strengthen community engagement and foster local
development. However, in rural contexts, the implementation of participatory
strategies remains limited (de Luca et al., 2021). Key challenges include a lack of skilled
human capital, low civic engagement, and resource constraints. Additionally, power
imbalances and geographical isolation further hinder efforts to involve communities
meaningfully in cultural and creative initiatives (Johansen & Chandler, 2015).

Rural areas often face significant barriers such as limited infrastructure and lower
financial and institutional capacity, making it difficult to sustain cultural projects.
These challenges, however, coexist with a strong potential for grassroots participation,
as cultural and creative activities in rural settings often emerge organically from within
the community.

o Turning Barriers into Pathways for Development

Despite these difficulties, the very obstacles faced by rural areas can be reimagined
as opportunities for sustainable cultural and economic development. For example:

» Geographical isolation can encourage the development of unique, place-based
cultural activities that highlight local identity and heritage.

o Limited resources may drive innovative collaborations, such as co-financing
models or public-private partnerships, to support creative initiatives.

« Civic disengagement can be addressed through tailored community outreach
and capacity-building programs, empowering residents to actively participate in
shaping cultural policies.

By leveraging these strategies, rural communities can transform their cultural
assets into drivers of regional revitalization. This aligns directly with the goals of your
work, which seeks to explore alternative finance models and creative solutions for
enhancing cultural and creative industries in rural areas. Encouraging participatory
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planning as part of these efforts ensures that development remains inclusive, locally
driven, and sustainable (Danieli & Ghirardi, 2023).

This rural perspective challenges the urban-centric models of creativity that
dominate cultural policy and practice, such as those based on the principles of the
creative city. Scholars argue that applying these urban frameworks, which primarily
focus on the direct economic impact of creative production, is not suitable for rural
contexts. Instead, rural areas require an alternative conceptualization of creativity that
prioritizes societal impacts, fostering the development of networks and clusters to
support creative production (Harvey et al., 2012) (Bell & Jayne, 2010) (Danieli &
Ghirardi, 2023).

For sustainable development to truly take root, policymakers must prioritize social
inclusion, especially in rural areas. Supporting projects and enterprises that create jobs
and opportunities for marginalized and vulnerable groups is key to fostering resilient
and thriving communities. This requires policies that actively encourage investment
in creative industries and cultural initiatives, particularly those that repurpose
heritage assets or unused spaces for innovative and inclusive purposes. By focusing
on these goals, such measures can ensure that rural areas benefit from economic
growth while also addressing social inequalities. Encouraging impact-driven
investments that align with local cultural and creative potential not only strengthens
the community but also contributes to long-term regeneration. This approach
integrates economic opportunity with social empowerment, making rural
development a cornerstone of sustainable and inclusive progress (Bacuilima et al.,
2023).

e Community Economic Development and Its Relevance to Rural Creative
Industries

Community Economic Development (CED) represents a holistic approach to
fostering economic growth and social well-being, making it a vital framework for
revitalizing rural areas through creative industries. Rooted in place-based initiatives,
CED often begins as a "quintessentially local project” (Cummings, 2007), with a focus
on strengthening communities by creating economic opportunities and addressing
social disparities. It emphasizes participation, sustainability, and social inclusion,
particularly for disadvantaged populations (Shaffer, 1995). CED’s long history of
success in regions facing decline, such as resource-dependent communities and urban
neighborhoods, showcases its transformative potential. Since the 1960s, it has been a
vehicle for engaging marginalized communities in decisions about their development,
offering a model for empowering rural populations (Clay and Jones, 2009; Phillips and
Besser, 2013). This incremental, cumulative process relies on long-term investments
and collaborative action across multiple organizations, eventually leading to larger-
scale transformation (Pawson, 2015). In the context of creative industries in rural areas,



| Introduction 27

CED aligns perfectly with efforts to reuse cultural heritage and create sustainable
economic opportunities. By prioritizing local involvement, it ensures that initiatives
reflect the unique needs and strengths of the community. Furthermore, CED
encourages social enterprises and creative businesses to drive growth, making them
key agents of change (Phillips & Johnson, Inching to Impact: , 2021).

In the regulatory context, recently some supportive rules have been established
which can refer that in policymakers' minds, this issue is considered an important
thing. As an example, one of the main barriers to fostering creative and cultural sector
businesses, which they are considering mostly as small and medium-sized businesses,
is financing them and the economic support them, to address this problem, a
considerable proportion of them pursue their desires through alternative financing
methods such as crowdfunding, in this area, The European Union (EU) has established
a harmonized legal framework for cross-border crowdfunding through Regulation
(EU) 2020/1503, known as the European Crowdfunding Service Providers Regulation
(ECSPR). Adopted on October 7, 2020, and effective from November 10, 2021, this
regulation aims to facilitate the provision of crowdfunding services across EU member
states, enhancing access to finance for small and medium-sized enterprises (SMEs) and
providing robust investor protections (European Union, 2020).

The ECSPR applies to crowdfunding service providers (CSPs) facilitating business
funding through lending-based and investment-based crowdfunding, specifically
concerning transferable securities. It excludes consumer lending and donation or
reward-based crowdfunding. The regulation standardizes requirements for CSPs,
including authorization procedures, operational conditions, and transparency
obligations, thereby enabling them to operate seamlessly across the EU with a single
authorization. This harmonization reduces barriers to cross-border crowdfunding
activities, promoting a more integrated capital market within the EU (European Union,
2020).

e Authorization and Supervision: CSPs must obtain authorization from the
competent authority in the member state where they are established. Once authorized,
they can pass their services across other EU member states (European Union, 2020).

e Investor Protection: The regulation distinguishes between sophisticated and non-
sophisticated investors, implementing tailored safeguards for each category. CSPs are
required to provide a Key Investment Information Sheet (KIIS) for each crowdfunding
offer, ensuring transparency and informed decision-making (European Union, 2020).

e Operational Requirements: CSPs must adhere to specific organizational and
prudential standards, including effective and prudent management, risk assessment
procedures, and adequate complaint-handling mechanisms (European Union, 2020).

e Transitional Provisions: Existing crowdfunding platforms operating under
national laws were granted a transitional period to comply with the new EU
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framework. This period was extended to November 10, 2023, allowing CSPs additional
time to obtain the necessary authorization under the ECSPR (European Union, 2022).

e Adoption of Regulatory Technical Standards (RTS): On January 22, 2024, the
European Commission published Delegated Regulation (EU) 2024/358,
supplementing Regulation (EU) 2020/1503. This Delegated Regulation specifies
requirements concerning credit scoring of crowdfunding projects, pricing of
crowdfunding offers, and risk management policies and procedures. These standards
aim to enhance transparency and ensure robust risk assessment practices among
crowdfunding service providers (European Commission, 2024).

These developments underscore the EU's commitment to fostering a secure and
efficient crowdfunding environment, thereby promoting alternative finance
mechanisms across member states.

As of February 2025, the ECSPR continues to serve as the primary legislative
instrument governing cross-border crowdfunding within the EU. The regulation has
significantly contributed to the growth and integration of the EU crowdfunding
market, providing SMEs with diversified funding sources and investors with
enhanced protections. Ongoing assessments and potential refinements of the
regulatory framework aim to address emerging challenges and ensure the continued
efficacy of the ECSPR in fostering a robust and transparent crowdfunding
environment.

1.2.4. The Future of Creative Industries

The global recognition of Cls as critical drivers of economic and social resilience
signals the need for continued investment and innovation in this sector. By promoting
policies that nurture creativity, foster innovation, and expand market access, decision-
makers can ensure that CIs remain central to regional and national development. The
integration of Cls into broader economic strategies offers a pathway to sustainable
growth, cultural enrichment, and social cohesion.

A notable trend in rural regions, particularly in developing countries, is the growth
of wage employment in non-agricultural activities. This shift reflects the increasing
importance of adapting entrepreneurial activities to modern social and economic
needs. Entrepreneurs are encouraged to prioritize sustainable business models that
align with contemporary economic trends and environmental challenges (Grijalvo
Martin et al., 2021). It means that in this way, the future of this sector would be bright.
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1.3. Supporting Real Estate Development in the Creative
Sector in Rural Areas

Real estate is essential for fostering the creative sector in rural areas. Underutilized
properties, such as abandoned farms, warehouses, or historical buildings, present
opportunities for adaptive reuse. Transforming these spaces into cultural hubs,
coworking centers, or studios drives not only the growth of creative industries but also
broader community revitalization. These initiatives foster economic activity, attract
visitors, and reinforce local identity.

According to the latest report from the Italian National Institute of Statistics on
non-financial wealth in Italy (Istat, 2019), the value of PAs’ properties amounts to a
total of about 346 billion euros (2017 data), of which 250 billion are related to non-
residential properties, 86 billion to housing, and 10 billion to cultivated land. As other
research confirms, these data make the Italian State the most important operator in the
real estate market in Italy (at least potentially), so present and future research is
required to provide definitive support to this real estate operator (Morena et al., 2021).

(Kiroff, 2019) explains that in order to the Regeneration of Heritage Buildings,
Creative industries often utilize heritage and former industrial buildings, repurposing
them into cultural hubs. This model can be replicated in rural areas, where abandoned
farms, villas, or warehouses can be adapted for creative purposes, aligning with
regenerative investment principles. Such investments not only preserve cultural
heritage but also create job opportunities, stimulate local economies, and attract
tourism.

Also, in order to Adaptive Reuse for Creative Hubs, The research highlights the
adaptive reuse of historic industrial buildings for creative firms, which can inspire
similar strategies in rural areas. Flexible layouts, minimalistic interior redesigns, and
incorporation of industrial aesthetics can attract creative professionals and industries,
serving as incubators for innovation in remote settings (Kiroff, 2019).

The debate on public real estate enhancement is prominent and requires innovative
strategies to assure economic and social sustainability

many PAs especially local ones take advantage of their real estate portfolio to
address the challenges of modern service delivery, applying new technologies and
exploiting the opportunity to engage with the private sector.

There are, in fact, three main problems that PAs sill have to face: first, the complex
system of financial and contractual tools for public real estate enhancement usually
make the processes long and negotiation among actors difficult, given the lack of a
mid/long-term strategic vision. Second, there is an overall lack of technical and
managerial skills among PA staff for recognizing, distinguishing, deciding, and
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implementing these strategies. Third, there is a general poor knowledge of the existing
portfolio (Morena et al., 2021).

Promoting social sustainability through cultural development has become a key
focus in reimagining rural areas, suburbs, and underutilized spaces. Policies aim to
reactivate abandoned or unused spaces, transforming them into vibrant cultural
centers that empower local communities and contribute to sustainable development.
These efforts are rooted in the idea that adaptive reuse not only preserves the character
of rural and urban spaces but also creates new opportunities for social and cultural
engagement.

A major goal of these policies is to strengthen cultural networks, enabling arts and
cultural activities to reach remote and underserved areas. Ensuring access to culture,
regardless of geographic location, is seen as a critical component of social inclusion.
Studies have shown that proximity to cultural events significantly enhances
participation, fostering a sense of belonging and community. By connecting rural areas
to broader cultural ecosystems, these initiatives can bridge gaps in economic and
cultural inequality (Council od Europe, 2017; Getzner, 2020).

Regions with a strong agricultural base and limited access to major academic,
research and cultural institutions often face challenges in developing a robust creative
sector. For instance, in Podlaskie Province, which ranked last in key creative industry
indicators, the lack of large universities, R&D enterprises, and cultural hubs has
hindered the sector’s growth. Similar patterns are observed in smaller towns,
particularly those with populations below 10,000, where the creative economy remains
underdeveloped due to structural and economic constraints (Wolniak & Jonek-
Kowalska, 2022).

However, technological advancements and the rise of remote work are
transforming the possibilities for creative industries in rural areas. Even in regions
where traditional barriers such as the absence of higher education institutions,
business incubators, and cultural networks persist, the ability to perform creative work
digitally presents new growth opportunities. Empirical studies confirm a strong
correlation between the presence of specialized financial support for the creative sector
and the existence of creative enterprises within a given locality (r =0.76, p <0.01). This
suggests that targeted financial mechanisms, such as European Union structural funds
and local grant programs, play a critical role in fostering the creative economy.
However, many micro-enterprises in the creative sector face difficulties in accessing
such funds due to limited awareness and insufficient capacity to develop funding
proposals. In such cases, municipal administrative support can play a crucial role in
bridging this gap. Assistance from local government departments specializing in
creative industries and financial development has been observed to have a significant
impact on the survival and expansion of creative enterprises in smaller towns.
Strengthening local institutional support and expanding knowledge-sharing
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initiatives can enhance access to funding and improve the operational sustainability of
creative businesses in rural areas (Wolniak & Jonek-Kowalska, 2022).

A growing trend in sustainable real estate finance is indirect investment funds that
prioritize social and environmental impact. The case of the Sustainable Real Estate
Fund (Beckmann and colleagues (Beckmann et al., 2021) highlights how such funds
are structured to support cultural heritage preservation, low-income housing, and
adaptive reuse of historical sites (Beckmann et al., 2021).

In this context, the development of suitable physical spaces, through models such
as the adaptive reuse of historic buildings and cooperative investment, plays a key role
in expanding creative industries in these areas. Without the necessary infrastructure,
even businesses with access to funding may struggle to fully capitalize on available
opportunities.

To ensure financial inclusion and sustainability in rural real estate financing, policy
interventions are required to support non-bank financial intermediaries and
alternative lending models. The OECD suggests that macroprudential tools should be
adapted to encourage investment in creative real estate projects, particularly in areas
where traditional mortgage financing is limited. Furthermore, regulatory incentives
and tax benefits for crowdfunding, community land trusts, and cooperative ownership
structures can play a key role in bridging the financial gap in rural development
projects (OECD, 2021).

Post-COVID-19, the real estate financing landscape has undergone significant
transformations, particularly with the rise of non-traditional financing mechanisms
such as real estate-backed securities, crowdfunding models, and community-driven
investments. As the OECD report indicates, these financing models have become
critical in regions where access to conventional banking remains constrained (OECD,
2021). This trend is particularly relevant for creative industries in rural areas, where
alternative finance methods can provide a sustainable pathway for economic
revitalization.

The adoption of alternative digital real estate finance models has accelerated
globally, particularly in rural and suburban markets where traditional financial
institutions have limited reach. (OECD, 2021) presents statistical data demonstrating
that between 2018 and 2020, digital lending for real estate grew significantly in
emerging markets and rural regions, signaling a shift toward more inclusive and
decentralized financial mechanisms. This trend supports the hypothesis that
alternative financing models can provide viable solutions for funding creative real
estate projects in rural economies.
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Figure 4- Alternative digital real estate finance by region, 2018-2020 [Source: Cambridge
Center of Alternative Finance, OECD calculations.]

1.4. The Role of Financial and Environmental Capital

Access to finance remains one of the most critical challenges for rural
entrepreneurship. Research highlights significant spatial inequalities in funding
availability between rural and urban areas, with rural startups facing limited access to
external funding sources (Segantini & Dickes, 2021). Monitored funds and targeted
financial support are identified as key drivers of success for rural businesses compared
to their urban counterparts.

Moreover, rural entrepreneurship often intersects with sustainable business
practices. Sustainable entrepreneurship, which emphasizes the efficient use of natural
resources and prioritizes environmental conservation, is particularly relevant in rural
settings. This approach not only generates wealth but also addresses pressing global
concerns, such as climate change and resource depletion ( (del Olmo-Garcia et al.,
2023)). For instance, rural businesses that invest in research and development (R&D)
have demonstrated higher competitiveness and innovation rates, further contributing
to regional economic growth (Celbis, 2021).

For small and medium-sized enterprises (SMEs)(we can consider that most creative
activities in rural areas could involved in this kind of enterprises) to effectively
contribute to the economy, they must continuously adapt to both internal and external
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factors, including their spatial environment. In addition to common challenges such
as limited financial and human resources, SMEs are also significantly shaped by the
geographical context in which they operate whether in a rural or metropolitan setting
(Korsgaard et al., 2015; Zhao & Jones-Evans, 2017).

Unlike multinational corporations (MNCs), which have greater geographical
flexibility and can relocate operations more easily, SMEs typically depend on a single
location. This place-based dependency means that regional characteristics, including
infrastructure, financing opportunities, and community networks, are particularly
influential in determining the success or limitations of SMEs (Beckmann et al., 2021).

Compared to their urban counterparts, SMEs in rural areas tend to be more deeply
embedded in their local communities. Research suggests that rural entrepreneurs often
feel a greater sense of responsibility toward regional development, which translates
into active efforts to shape the local economy, generate employment, and foster
innovation (Lang et al., 2014; Beckmann et al., 2021). This localized commitment plays
a critical role in strengthening rural economies, as SMEs in these areas not only focus
on business sustainability but also contribute to long-term community development
(Beckmann et al., 2021; Lang et al., 2014).

The strong connection between SMEs and their local environment highlights the
necessity of tailored financial mechanisms and strategic real estate development to
support their growth in rural areas. Unlike urban enterprises that benefit from diverse
funding sources and infrastructure, rural SMEs require innovative financial models,
including alternative investments, public-private partnerships (PPPs), and
cooperative ownership structures to enhance their sustainability (Beckmann et al.,
2021).

Given that SMEs in rural areas tend to be highly dependent on their surroundings,
their success often correlates with the availability of adequate spaces, infrastructure,
and financing mechanisms tailored to their needs. This reinforces the argument that
real estate development plays a fundamental role in sustaining creative enterprises in
rural regions, ensuring that spatial constraints do not hinder economic diversification
and innovation.

According to (Beckmann et al., 2021), it is clearly observed that in recent years the
idea of SMEs in rural areas, which it can contain also creative sectors in these areas,
become much more trend and important.
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Figure 5- Distribution of yearly publications from 2003 - *October 2020 [Source: M. Beckmann et al.,
2021]

Rural areas often pose significant structural and economic challenges for small and
medium-sized enterprises (SMEs). Due to their limited access to human, cultural, and
financial capital, businesses in these regions face barriers such as economic stagnation,
underemployment, restricted market reach, lower workforce qualifications, and
inadequate infrastructure (Korsgaard et al., 2015; Beckmann et al., 2021; Mayer &
Baumgartner, 2014). These constraints can significantly hinder business scalability and
sustainability, making it difficult for SMEs to compete with urban-based firms that
benefit from stronger networks, financial accessibility, and diversified market
opportunities.

However, rural regions also present distinctive advantages that can be leveraged
for economic and creative development. Many of these areas possess historical,
cultural, and natural resources that can provide a foundation for creative industries,
tourism, and place-based entrepreneurship (Korsgaard et al., 2015). By strategically
investing in these unique assets, SMEs can create innovative business models that
emphasize heritage preservation, cultural production, and sustainable local
development (Beckmann et al., 2021).

The interplay between spatial constraints and untapped opportunities highlights
the importance of financial capital, real estate investment, and infrastructure
development in rural areas. Tailored financial instruments such as impact investment,
adaptive reuse grants, and government-backed funding programs are essential for
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enabling SMEs to overcome geographic disadvantages and harness their local
resources effectively (Beckmann et al., 2021).

1.5. Introduction to Alternative Finance

In order to introduce the importance of this issue, (Baber & Fanea-Ivano, 2025)
reassures that “In today’s rapidly changing business environment, traditional
methods of financing may not always be the best choice for entrepreneurs and small
business owners. In the realm of business finance, alternative financing plays a vital
role by providing businesses with creative and adaptable solutions to address their
various financial requirements.”

Alternative finance refers to a broad range of financial instruments and services
that operate outside the traditional banking system. These include peer-to-peer
lending, crowdfunding, and invoice financing, among others. Unlike conventional
bank loans, which follow standardized lending criteria, alternative finance
mechanisms offer tailored funding solutions that accommodate the specific financial
needs and conditions of businesses (Baber & Fanea-Ivano, 2025).

Over the past decade, the role of non-bank financial intermediaries in real estate
financing has significantly expanded, especially in rural and underserved areas where
traditional banking services remain limited (OECD, 2021). The rise of digital real estate
finance, crowdfunding platforms, and fintech-based lending has provided alternative
funding sources for creative sector projects and rural real estate development.
According to the OECD, the share of real estate financing via alternative digital
platforms increased globally between 2018 and 2020, highlighting the potential for
non-traditional funding solutions in rural economic development.

According to Rubanov and Marcantonio (Rubanov & Marcantonio, 2017),
alternative finance refers to online platforms that facilitate access to financial resources
outside the traditional banking system or conventional non-bank financial
intermediaries. These platforms establish direct connections between borrowers and
lenders, by passing traditional financial institutions. Rubanov and Marcantonio
(Rubanov & Marcantonio, 2017) categorize alternative finance models into two
primary components. The first category consists of online-based financial mechanisms,
including crowdfunding and peer-to-peer (P2P) lending, which rely on digital
platforms to connect investors with borrowers. The second category includes offline-
based financing models, such as pension financing, microfinance, and other non-
traditional funding sources, which operate independently of digital platforms. These
classifications highlight the diverse nature of alternative finance and its role in
expanding access to capital beyond conventional financial systems.
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Businesses often opt for alternative finance due to its greater flexibility and
accessibility, particularly for those who lack a strong credit history or sufficient
collateral to secure traditional loans. Furthermore, alternative financing models tend
to be more adaptable and responsive to shifts in market conditions, enabling
businesses to capitalize on emerging opportunities and navigate economic challenges
more effectively. When utilizing alternative finance, it is essential for businesses to
develop a structured financial framework that supports innovation and long-term
sustainability. This involves not only securing immediate financial resources but also
ensuring that the chosen financial model fosters resilience, growth, and adaptability
in the face of an evolving economic landscape (Baber & Fanea-Ivano, 2025).

A significant advantage of alternative finance is its capacity to enable businesses to
diversify their sources of capital. By leveraging multiple financing options such as
crowdfunding, peer-to-peer lending, etc. businesses can reduce dependency on any
single funding mechanism, thereby mitigating financial risks. This diversification
strategy enhances a company's ability to withstand economic fluctuations, as reliance
on a sole financial provider such as traditional banks can expose businesses to
vulnerabilities in times of financial instability. By accessing a variety of funding
sources, businesses can establish a more resilient financial structure, improving their
ability to adapt to economic downturns and unforeseen financial challenges (Baber &
Fanea-Ivano, 2025).
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Alternative finance market size in ltaly from 2013 to 2020 (in million U.S. dollars)
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Figure 6- Alternative Finance Market Size in Italy 2013-2020 [Source: Statista]

In order to global expansion, the alternative finance market is projected to grow
from $260.65 billion in 2024 to $316.25 billion in 2025, with a compound annual growth
rate (CAGR) of 21.3% (The Business Research Company, 2025). In addition, according
to (The Business Research Company, 2025), “The alternative finance market size has
grown exponentially in recent years. It will grow from $260.65 billion in 2024 to $316.25
billion in 2025 at a compound annual growth rate (CAGR) of 21.3%. The growth in the
historic period can be attributed to the rise of online platforms and social media,
increasing adoption of peer-to-peer lending, increasing use of cryptocurrency and
blockchain, rise in sustainability and green finance, and rise of embedded finance.”,
below, based on (The Business Research Company, 2025), a graph of prediction of
growth of Alternative Financing is represented.
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Figure 7- Prediction of Alternative Financial Global Market [Source: The Business Research
Company]

An increasingly important aspect of alternative finance is its emphasis on
sustainability and social impact. Many alternative financing mechanisms, such as
impact investing, green bonds, and social crowdfunding, are designed to support
businesses committed to environmental sustainability, social responsibility, and
ethical entrepreneurship. By aligning their financing strategies with these values,
businesses can attract investors, stakeholders, and customers who prioritize positive
social and environmental impact. Beyond financial support, alternative finance fosters
long-term sustainability by encouraging businesses to develop resilient and innovative
financial models. This approach ensures that businesses not only secure immediate
capital but also create a foundation for continued growth and adaptability. For
startups in search of seed funding or established enterprises aiming to expand their
operations, alternative finance presents a dynamic pathway to accessing innovative,
flexible, and impact-driven financial solutions (Baber & Fanea-Ivano, 2025). For
startups, financing alternatives are non-traditional and even informal, such as
financing through the so-called 3Fs (family, friends, and “crazy people”) (Coronel
Pangol et al., 2022).

Alternative financing is now become more and more prominent, as an example, the
alternative financing market in North America accounted for over 30% of the global
market share in 2022, demonstrating its significance within the global financial
landscape. This dominance can be attributed to the presence of a highly developed
financial services industry, robust infrastructure, and a well-established ecosystem of
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investors and borrowers. These factors create a favorable environment for financial
service providers, facilitating access to capital and a broad client base, which are
essential for scaling alternative finance mechanisms. Moreover, technological
advancements and financial innovation play a crucial role in driving market growth,
enabling the development of new financing models that cater to diverse sectors,
including real estate and creative industries. The North American experience offers
valuable insights into how alternative finance mechanisms, such as crowdfunding,
impact investing, and co-ownership models, can support real estate development in
creative and rural contexts (GMI, 2023).

North America Alternative Financing Market Revenue, 2020 -2032,
(USD Billion)
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Figure 8- North America Alternative Financing Market Revenue, 2020-32 [Source:
www.gminsight.com]

Governments are increasingly recognizing the alternative funding market as a vital
source of business financing. According to (Rupeika-Apoga & Danovi, 2015), this shift
highlights the importance of assessing the policy implications associated with
emerging trends in alternative finance. As governments explore regulatory
frameworks and policy adaptations, understanding the broader impact of these
financial mechanisms on economic development remains a critical area of analysis.

Microfinance has been recognized as an alternative and effective tool for expanding
financial accessibility to individuals who are excluded from conventional financial
systems. According to Coronel-Pangol et al. (Coronel Pangol et al., 2022), microfinance
serves as a critical mechanism for bridging financial gaps, particularly for
marginalized communities. This perspective builds on the findings of Ribeiro et al.
(Ribeiro et al., 2022), who emphasize that microfinance plays a pivotal role in fostering
entrepreneurship by providing financial resources to individuals who might
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otherwise lack access to capital. By enhancing financial inclusion, microfinance
supports the development of small businesses and entrepreneurial initiatives, thereby
contributing to economic growth and social mobility (N'Kupo et al., 2024).

Entities operating within the creative industries often cite financial constraints as a
major barrier to both individual and collective growth. The lack of sufficient funding
can significantly hinder day-to-day operations, limiting opportunities for expansion
and innovation. However, while financial limitations are frequently perceived as a
substantial challenge, their actual impact on the long-term development of the creative
sector may be less severe than commonly assumed. A promising shift in financial
accessibility has been driven by alternative funding mechanisms, which provide new
opportunities for creative enterprises to secure capital beyond traditional banking
systems. Networks of private investors, particularly Business Angels, have become
increasingly important stakeholders in supporting creative industry ventures.
However, an even more impactful and sustainable funding source may lie in
community-driven financing models, where engaged clients, consumers, users,
enthusiasts, and fans collectively contribute to business development. One of the
fastest-growing financing mechanisms in this domain is social funding, commonly
referred to as crowdfunding. This model has gained significant traction in recent years,
offering creative entrepreneurs a decentralized and participatory means of raising
capital. By leveraging digital platforms and community networks, crowdfunding not
only provides financial resources but also fosters audience engagement and brand
loyalty, making it a viable alternative to traditional investment structures (Wolniak &
Jonek-Kowalska, 2022).

1.6. Objectives and Structure

Research Aim & Objectives: The overarching aim of this study is to identify and
evaluate alternative financial solutions that support real estate development for the
creative sector in rural areas. To fulfill this aim, the research pursues four key
objectives:

o Assess limitations of traditional finance in rural creative real estate —
examining why conventional loans, mortgages, and public grants often fail to fund
creative projects in rural settings.

o Evaluate alternative financing mechanisms - analyzing models such as
crowdfunding, regenerative and impact investing, cooperative ownership, and
blended finance for their applicability to rural creative-sector projects.
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e Analyze case studies of successful applications — conducting in-depth case
studies and practitioner interviews to understand how alternative models have been
implemented in real-world rural creative projects and what lessons they offer.

o Propose an integrated financing framework (business roadmap) — developing
a structured framework or “roadmap” for practitioners and policymakers, illustrating
pathways to finance creative-sector real estate in rural areas through alternative
models, and providing policy recommendations for sustainable rural development.

Research Approach: To address these objectives, the study adopts a qualitative
multiple-case study approach (Yin, 2017) supplemented by expert interviews. This
approach is well-suited to capture the nuanced, context-specific innovations in
financing that quantitative data might overlook. Through semi-structured interviews
with founders and leaders of creative-sector initiatives, firsthand insights were
gathered on challenges and inventive financing tactics at the grassroots level. In
parallel, several case studies (Chapter 5) were selected and analyzed to provide
concrete examples of alternative financing in action — ranging from community-driven
endeavors to investor-led funds. A thematic analysis was applied to both interview
transcripts and case data to extract common themes, patterns, and success factors in
financing models. Grounding the analysis in institutional theory provided a lens to
interpret how and why these alternative models gain legitimacy and traction in the
face of traditional finance constraints. This mixed qualitative methodology ensures
that the research findings are robust, triangulated (via multiple cases and sources), and
deeply informed by real-world practice.

Thesis Structure: This thesis is structured to progressively build understanding
and results. Chapter 1 introduces the research problem, objectives, and context,
establishing the need for exploring alternative financing in rural creative real estate.
Chapter 2 provides a comprehensive literature review, examining the economic role
of creative industries, challenges of rural development, and the spectrum of alternative
financing models (from crowdfunding and peer-to-peer lending to public-private
partnerships and blockchain-based finance). The literature review also develops a
comparison framework for evaluating these models across criteria such as
accessibility, risk mitigation, community engagement, and sustainability. Chapter 3
details the research methodology, including the qualitative design, case selection
rationale, data collection methods (interviews and document analysis), and the
analytical techniques used. Chapter 4 presents the results from expert interviews —
distilling key themes and practitioner insights — and introduces two organizations
(Rural Radicals and Figurative) that exemplify innovative financing approaches.
Chapter 5 examines multiple case studies of alternative finance in practice, applying
the comparison framework to each case and drawing out lessons learned. Building on
these findings, Chapter 6 proposes a Business Roadmap — a structured framework or
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flowchart of actionable strategies for implementing alternative financing in rural
creative real estate projects. Finally, Chapter 7 offers discussion and conclusion,
synthesizing insights across the study, highlighting contributions to knowledge,
outlining implications for investors and policymakers, and suggesting avenues for
future research. Through this structure, the thesis moves from establishing the why
and how of the research, to presenting what was found, and ultimately to what it means
for advancing both theory and practice in the field.

Overall, this introduction has outlined the growing importance of alternative
finance in unlocking rural creative development. By clearly stating the research aims,
approach, and scope, it sets the stage for an in-depth investigation aligned with current
academic and industry developments. In doing so, it responds to calls in recent
literature for innovative financial frameworks that can revitalize rural areas through
creativity (Romero-Castro et al., 2023; United Nations, 2018), aiming to contribute a
rigorous and timely analysis to this emerging discourse.
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2 Literature Review

2.1. Theoretical Frameworks in Alternative Financing

Alternative finance refers to non-traditional methods of funding, contrasting with
conventional sources such as bank loans. These methods have gained prominence in
recent years, particularly with the rise of online platforms that connect lenders and
borrowers, offering greater accessibility and flexibility (Cunningham et al., 2007). The
creative sector in rural areas faces significant financial challenges, often due to the
limitations of traditional banking systems. Alternative finance, which includes
crowdfunding, peer-to-peer lending, and online platforms, has emerged as a viable
solution (Mcgranahan & Wojan, 2007). These mechanisms are especially important for
Small and Medium-sized Enterprises (SMEs) that struggle to secure loans due to
stringent requirements and high interest rates.

The term "alternative finance" refers to non-traditional methods of financing,
contrasting with conventional sources such as bank loans. These methods have gained
prominence in recent years, particularly with the rise of online platforms that connect
lenders and borrowers, offering greater accessibility and flexibility (Allen et al., 2013).
The creative sector in rural areas faces significant financial challenges, often due to the
limitations of traditional banking systems. Alternative finance, which refers to non-
traditional methods of funding such as crowdfunding, peer-to-peer lending, and
online platforms, has emerged as a viable solution. These mechanisms have gained
traction due to their accessibility and flexibility, particularly for Small and Medium-
sized Enterprises (SMEs). SMEs in rural areas often struggle to secure loans due to
stringent requirements and high interest rates. For example, in the UK, 38% of SME
bank loan applications are rejected, leaving many businesses with limited financial
options (Segal, 2016).

In rural areas, customers tend to support SMEs more actively than in urban
settings. This close engagement between rural businesses and their customers
facilitates market research, innovation, and the development of tailored marketing
strategies. Through direct discussions with customers, SMEs can refine their
advertising and promotional approaches, ensuring that their business strategies
remain aligned with local consumer preferences. One distinct financing mechanism in
rural areas is trade credit, where SMEs obtain loans not from banks but from their
suppliers. Researches highlight that trade credit policies play a crucial role in local
financial development, providing SMEs with a critical financial buffer in rural
economies. By leveraging supplier relationships, trade credits help SMEs overcome
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challenges related to geographic isolation, limited access to financial services, and
supply chain constraints (Beckmann et al., 2021).

Additionally, rural SMEs establish strategic connections with schools, universities,
and regional institutions to enhance their employer attractiveness and expand
workforce development initiatives. These collaborations serve a dual purpose:

e Encouraging entrepreneurship among local youth through the visibility of
successful rural businesses and role models.

e Fostering innovation by working with universities on technical advancements
and commercialization efforts, which can stimulate business growth and regional
development.

Beyond institutional collaborations, regional business networks play a critical role
in resource sharing and information exchange. These networks facilitate social and
economic activities, allowing SMEs to access both financial and non-financial
resources (Beckmann et al., 2021). More specifically, SMEs engage in collaborative
efforts to:

a) Drive innovation by sharing expertise and knowledge.

b) Secure access to non-financial resources, such as business mentorship and
infrastructural support.

c) Improve financial access through informal lending mechanisms, including trade
credits and supplier financing.

d) Expand and develop market opportunities by fostering partnerships and
cooperative marketing strategies.

Despite the importance of these alternative financial mechanisms, research
suggests that conventional banks remain reluctant to extend financial services to SMEs
in rural areas. As a result, many rural SMEs rely on informal financial instruments,
such as relationship-based venture capital, supplier credit arrangements, and
community-led financial initiatives. These non-traditional funding methods
underscore the need for alternative financing models that accommodate the distinct
economic and geographic constraints of rural businesses (Beckmann et al., 2021).

In addition to these alternative financing models, scholars have explored how
social entrepreneurship often succeeds in the absence of traditional investment capital
through innovative approaches such as bricolage. This process involves mobilizing and
recombining existing resources be they materials, labor, or skills to creatively address
constraints that hinder access to inputs. Bricolage allows entrepreneurs to "make do"
and adapt to emergent challenges by combining resources in unconventional ways or
opportunistically incorporating additional inputs to solve problems (Fisher, 2012).
This concept highlights the creative and adaptive nature of alternative financing,
particularly in resource-constrained contexts.
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Recently in the near history, several alternative methods such as using credit lines,
venture capitalists, or even online lending are now available and sometimes used for
exploitation (General, 2013).

Despite these advances, traditional financing primarily bank loans remains the
most commonly used method for raising business capital. However, the undeniable
rise of alternative finance industries has introduced much-needed flexibility and
innovation into the financial ecosystem. (Mills, 2014) emphasizes that while
conventional loans dominate, the adaptability of alternative models makes them
particularly valuable for SMEs and social entrepreneurs operating in underserved or
resource-limited environments.

According to the OECD, traditional financing typically involves borrowing from
friends, family, or banks. However, alternative finance platforms connect lenders and
borrowers more efficiently, offering streamlined processes and lower transaction costs
(Cusmano, 2015). When loans are approved, businesses often face high interest rates
that add financial strain (Rostamkalaei & Freel, 2016). Furthermore, the borrowing
process itself is cumbersome and riddled with complexities (Moules, 2011).

Furthermore, in response to the capital financing challenges faced by SMEs, several
alternative methods have gained popularity, including credit lines, venture capital,
and online lending platforms. A report by the Institute of International Finance
identifies four key impediments that SMEs in Europe face when seeking funding;:

1. Creditworthiness: Many SMEs lack the financial history or collateral required

by lenders.

2. Competitiveness: Challenges in demonstrating market viability reduce their

attractiveness to investors.

3. Bank Limitations: Limited capacities of banks to manage risks and navigate

crises often restrict their ability to lend.

4. Barriers for Alternative Providers: Regulatory and structural hurdles impede
the growth and accessibility of alternative financing mechanisms (Anderson &
Stallings, 2013).

These platforms provide an innovative approach to addressing the financial needs
of rural creative enterprises, enabling them to access capital while overcoming the
barriers of conventional funding.
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2.1.1.  Economic Sustainability

Financial sustainability occurs when an enterprise can sell its products or services
at prices that not only cover expenses but also generate a profit. These profits are
crucial for growth, as they can be reinvested into larger productions, improved
facilities, or hiring additional performers and co-creators. Essentially, sustainability is
achieved when the break-even point exceeds zero, ensuring the enterprise operates
with a financial surplus. For non-profit organizations, the concept of profit takes on a
different meaning. Any surplus generated at the end of a project or financial period is
entirely reinvested into the organization. This reinvestment ensures independence
from external funding sources such as donations, sponsorships, or loans, allowing the
organization to pursue initiatives autonomously and often provide free or low-cost
access to their offerings for audiences.

Challenges to Financial Sustainability in CClIs

Achieving financial sustainability is particularly challenging in the dynamic and
ever-changing CCI sector due to:

e Small-Scale Enterprises: The majority of enterprises in CCls are small-scale,
which makes them more vulnerable to economic fluctuations and financial instability.

« Balancing Prices and Accessibility: Many cultural products must be priced
according to the audience's general purchasing power to ensure that art and culture
remain accessible to as many people as possible. This creates a persistent tension
between maintaining social functions and achieving financial viability in the sector.

This inherent dichotomy between affordability and sustainability is a defining
feature of the CCIs, where enterprises must navigate the dual goals of financial
independence and serving their cultural and social missions (Genova & Kostadinova,
2020).

2.2. Transformations in Cultural and Creative Industries
and Their Financial Implications

The Cultural and Creative Industries (CCI) are experiencing significant
transformations due to the combined effects of globalization, technological
advancements, societal shifts, and evolving public funding mechanisms. According to
Betzler and Leuschen (Betzler & Leuschen, 2021), these changes have been further
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accelerated by the COVID-19 pandemic, which has reshaped the demand for artistic
and creative content, altered cultural consumption patterns, and introduced new
players into the digital economy.

As a result, the production, distribution, and consumption of cultural goods and
services are being restructured, leading to the reinvention of market dynamics. The
emergence of digital platforms and technological innovations has reshaped cultural
engagement, while market participants are adapting to new competitive landscapes.
These shifts highlight the increasing entrepreneurial orientation of public funding and
the need for adaptive strategies within the CCI sector (Loots et al., 2022).

Emerging financial technologies, such as reward-based crowdfunding and peer-to-
peer lending, have introduced new financing mechanisms that can enhance efficiency
and accessibility within entrepreneurial finance (Tosatto et al., 2019). Additionally,
blockchain-based virtual currencies present opportunities to reduce transaction costs
and mitigate information asymmetries, thereby improving financial transparency and
trust in the Cultural and Creative Industries (CCI) (Patrickson, What do blockchain
technologies imply for digital creative industries?, 2021).

Despite these advancements, entrepreneurs in the CCI sector often demonstrate
reluctance toward external financing, preferring to avoid reliance on “other people’s
money” (Sigurdardottir & Candi, 2019). At the same time, professional investors and
financial institutions remain skeptical about the economic viability of artistic and
creative projects, perceiving them as high-risk ventures. This reluctance on both sides
suggests that a shift toward a new funding paradigm requires more than just
technological innovation; it necessitates structural and perceptual changes in how
creative industries engage with alternative finance (Loots et al., 2022).

2.3. CClIs; Economic Impact and Funding Mechanism

The role of CClIs in rural economies has been increasingly recognized as a driver of
economic and social development. Creative industries in rural areas provide unique
opportunities for economic diversification and cultural preservation (Pourzakarya,
2022). However, financing remains a major obstacle, as banks perceive these
investments as high-risk due to their location, irregular revenue streams, and lack of
tangible collateral. The success of creative industries often hinges on access to
functional and inspiring real estate, requiring innovative financial strategies such as
adaptive reuse and regenerative investing (Brodie, 2019).

The Cultural and Creative Sectors (CCS) demonstrate economic performance and
importance on par with industries such as Information and Communications
Technology (ICT) and Accommodation and Food Services (A&F). Beyond their
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economic value, the Cultural and Creative Industries (CCls) play a pivotal role in
enhancing cultural, heritage, and experiential tourism, leveraging their unique ability
to create engaging and immersive experiences.

Additionally, CCIs have embraced digital services for content creation in areas
such as filmmaking, video production, gaming, and 3D mapping, further broadening
their reach and significance in both cultural and technological spheres (European
Investment Fund, 2019). This integration of technology not only boosts their economic
impact but also solidifies their role as a cornerstone of modern innovation and cultural
expression (Genova & Kostadinova, 2020).

In the tourism sector, creativity has emerged as a critical factor for the survival and
sustainability of cultural destinations, particularly as a countermeasure to the
increasing massification of tourism. Many cultural destinations are now leveraging
creative industries and cultural heritage to differentiate themselves from mass-market
tourism models, thereby fostering unique and experience-driven travel opportunities.
From an economic perspective, culture and creativity play a pivotal role in shaping
tourism-related development, positioning tourism as one of the primary drivers of
economic growth. By integrating creative elements such as art, heritage conservation,
and participatory cultural experiences tourism destinations can enhance their
attractiveness, stimulate local economies, and contribute to the long-term
sustainability of creative and cultural sectors (Remoaldo et al., 2022).

The cultural and creative industries (CClIs) contribute significantly to the European
economy, generating an average of 4.4% of GDP across the EU and employing over 7.6
million individuals (European Investment Fund, 2019). In some member states, CClIs
account for up to 7% of GDP, highlighting their economic importance. A notable
feature of CClIs is their ability to provide employment opportunities for younger
demographics, making them essential in combating youth unemployment in both
urban and rural regions (Genova & Kostadinova, 2020).

The creative industries exhibit a wide range of organizational structures, each with
distinct objectives and operational frameworks. According to (Kasprzak, 2019), these
can be classified into three primary categories:

e Private enterprises, such as sole proprietorships, civil partnerships, and limited
liability companies, are typically oriented toward market-driven growth and profit
maximization.

e Public sector entities, including state institutions and regional administrative
bodies, which play a role in preserving cultural heritage and providing public access
to creative initiatives.

e Non-governmental organizations (NGOs), including foundations, associations,
and economic self-governance institutions, which often prioritize social and cultural
goals over financial profit.
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This organizational diversity directly influences the financing strategies used
within the creative sector. Unlike traditional industries, where profit-driven models
dominate, the creative economy encompasses a blend of commercial, public, and non-
profit entities, each requiring tailored financial mechanisms. While some
organizations focus on maximizing revenue streams, others emphasize cultural
accessibility, community engagement, or heritage preservation. This coexistence of
for-profit and mission-driven entities makes the creative industries a unique economic
sector, where alternative financing models, such as blended finance, public-private
partnerships, and crowdfunding, play a significant role in ensuring sustainability and
growth (Wolniak & Jonek-Kowalska, 2022; Kasprzak, 2019).

Funding Challenges and Opportunities:

Cultural and Creative Industries (CCI) enterprises generally fall into two main
categories: non-profit organizations, such as museums, libraries, theaters, and NGOs
that bring together individual artists, and for-profit entities, including design studios,
ICT companies, and freelance artists operating as sole proprietors. However, the
distinction between these two types is becoming increasingly fluid. For instance,
private museums and theater companies have started to emerge across many
European countries, blurring the lines between non-profit and for-profit models. This
flexibility allows organizations to adapt their operational and financial strategies to
meet evolving market demands and sustain their activities (Genova & Kostadinova,
2020).
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The CCI enterprises rely on intangible assets and work in too much uncertainty
which means a high level of risks in this area of market demand, therefore they usually
rely on a combination of funding sources and the funds used depend not only on the
subsector but also on the organizational form of the enterprise (Genova &
Kostadinova, 2020):

Public Funding/State Support

YOUR GOMPANY

Project-based funding/grants

Philanthropy and angel
investors

YOUR BALANCE SHEET
Business
/ incubators/accelerators

Your project Your funding

Crowd-funding
Loans and credits
Earned income

Equity/Shares

Self-financing

Figure 9- The specifics of the CCS define the frame for funding a CCl-venture [Source:
European Investment Fund, 2019]

Despite their contributions, CCls face unique challenges due to their reliance on
intangible assets and fluctuating market demand. Approximately 95% of CClIs in
Europe are small enterprises, freelancers, or independent artists. These entities often
struggle with access to finance and depend on diverse funding mechanisms.
According to (Loots et al.,, 2022) Currently, funding for the Cultural and Creative
Industries (CCI) is divided into three main categories: public, private, and hybrid
(mixed) funding models. However, the distinctions between these categories are
becoming increasingly blurred as funding approaches evolve:

1. Public Funding: Governments are gradually shifting from direct public
funding such as lump-sum subsidies to more indirect forms of support, including

policies that foster entrepreneurship and innovation within the creative sector. This
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transition reflects a growing emphasis on empowering CCls to become financially self-
sufficient and market-driven (Loots et al., 2022). Also, Direct subsidies and project-

based funding from EU initiatives like Creative Europe or national programs.

2. Private Investments: Increasing involvement of angel investors, venture
capitalists, and philanthropic organizations. Simultaneously, the emergence of new
private funding sources, including venture capital, crowdfunding platforms, and
impact investments, is reshaping how creative projects are financed (Loots et al., 2022).
Private funding plays a crucial role in helping creative projects thrive, especially as
low interest rates encourage investors to explore innovative opportunities. Tools like
venture capital funds, incubators, and crowdfunding platforms provide essential
support for entrepreneurs in the Cultural and Creative Industries (CCI), helping turn

their ideas into reality. Here we have some common ways:

Equity Financing: Often, friends, family, and enthusiastic supporters step in to
provide financial backing for creative entrepreneurs (Loots et al., 2022). By offering
capital in exchange for ownership shares, they help projects take off while sharing in
their success. Some art companies operate as equity-based enterprises, where a group
of shareholders provides the necessary capital or initial funding for the business. These
shareholders collectively own a stake in the company and may share in its profits or
decision-making. However, such equity-based models remain relatively uncommon
in the Cultural and Creative Industries (CClIs), as these sectors often rely more heavily
on alternative funding mechanisms like grants, philanthropy, or crowdfunding rather
than traditional equity investments (Genova & Kostadinova, 2020).

Crowdfunding: Crowdfunding platforms have become increasingly popular as a
way to gather small contributions from many people online. This method is especially
useful for creative projects that may not qualify for traditional loans due to lack of
collateral or unpredictable outcomes. Through crowdfunding, artists and small
businesses can connect with supporters and raise the funds they need to bring their
ideas to life.

Bootstrapping: When traditional funding isn’'t an option, many creative
entrepreneurs turn to bootstrapping using their personal savings, reinvesting
earnings, or operating on a minimal budget to grow their ventures slowly but steadily.

Also, it is necessary to say that individual ‘angel” investors and ‘angel’ networks
are on the lookout for early-stage ventures with growth potential

Due to their social and cultural value, Cultural and Creative Industries (CCI) often
attract financial support from private companies and individuals looking to contribute
to social causes. This funding may come in the form of corporate sponsorships,
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donations, or through applications to funds created by businesses or corporations,
typically for short-term cultural projects or products.

Angel Investors are a key example of philanthropic support in the CCI sector. These
are individuals or companies that provide financial backing to startups or early-stage
ventures, either in exchange for a share of the business or as a donation to causes they
care deeply about. The term "angel" originated from wealthy individuals who
supported Broadway theatre productions in the 20th century. Today, angel investors
are particularly inclined to invest in ICT-based companies, though they are less active
in other areas of the CCL

Angel investor networks play a significant role in Europe, with key organizations
such as:

e The European Trade Association for Business Angels (EBAN)
e Seed Funds and Early Stage Market Players
o Business Angels Europe

These networks provide a platform for connecting investors with creative ventures,
helping to bridge the funding gap in the CCI and fostering innovation and cultural
development (Block et al., 2018; Loots et al., 2022; Genova & Kostadinova, 2020).
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Value of business angel investments via angel networks (visible market) in selected
European countries as of 2023 (in million euros)
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3. Hybrid Models: A combination of public and private funding, often facilitated
through incubators or accelerators that support CCI projects with financial resources,
mentorship, and infrastructure. For instance, government-backed venture capital
funds often operate in collaboration with private investors to provide financial
resources and mentorship to startups in the creative sector. This collaborative
approach aims to balance the economic viability of projects with their cultural and

social value (Loots et al., 2022).

Incubation and start-up funding programs, initiated by national or regional
economic development agencies, play a critical role in fostering the growth of
commercial entities within the Cultural and Creative Industries (CCI). These programs
aim to provide financial resources, mentorship, and infrastructure to support the
development of innovative business models in the creative sector. By addressing initial
capital needs and offering structured guidance, incubation programs enable creative
entrepreneurs to overcome early-stage challenges and establish sustainable
operations.

One key initiative in this context is the establishment of government venture capital
funds, which are designed to generate both financial returns and societal benefits.
These funds not only support the financial viability of start-ups but also contribute to
broader goals such as regional development, job creation, and the enhancement of
cultural and creative ecosystems.

Business angels and venture capitalists are both categorized as private investors,
yet their roles and investment strategies differ. According to the European
Commission (European Commission, n.d.), a business angel is a high-net-worth
individual with business experience who invests directly in new and expanding
private businesses. These investors may operate independently or as part of a
syndicate, where one angel typically assumes a lead role in guiding the investment.

Venture capitalists, on the other hand, play a critical role in funding startups and
acquisitions. As noted by DePamphilis (DePamphilis, 2011), venture capital funding
is particularly relevant when traditional financial institutions, such as banks, insurance
companies, and pension funds, perceive the investment risk as too high. By filling this
financing gap, venture capitalists enable the growth and scalability of innovative
businesses, contributing significantly to entrepreneurial ecosystems.

This model has significant implications for rural creative real estate projects as
Financial Support; Incubators and venture capital funds provide the necessary capital
to projects such as creative hubs, co-working spaces, or adaptive reuse of heritage
buildings in rural areas (Block et al., 2018).
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For rural creative real estate projects, CCIs provide a framework for integrating
economic growth with cultural preservation. By leveraging these funding
mechanisms, rural areas can repurpose underutilized spaces into cultural hubs,
fostering local entrepreneurship and tourism.

SME:s are key players in this area, as many creative businesses, cultural initiatives,
and real estate projects in rural areas operate as SMEs. Understanding their financial
constraints and organizational structures helps contextualize the financing challenges
that in this work are addressed.

2.4. Defining SMEs in Alternative Finance

Small and Medium-Sized Enterprises (SMEs) exhibit both qualitative and
quantitative characteristics, shaping their organizational structure, resource allocation,
and operational strategies. Despite the diversity among SMEs, existing literature
identifies several commonalities that the majority of SMEs share.

From a qualitative perspective, SMEs often experience resource constraints,
particularly in financial capital, human resources, time, and knowledge. Additionally,
SME:s are frequently centrally organized and privately owned, with owner-managers
playing a dominant role in decision-making. The personal involvement of owner-
managers significantly influences the business’s strategy and operations, as their
values and leadership approach shape the organization’s trajectory. Furthermore,
since owner-managers’ reputations are closely tied to their businesses, they often
maintain strong local community engagement, fostering trust and social capital
(Beckmann et al., 2021).

From a quantitative perspective, SMEs are generally classified based on
employment size and revenue thresholds (Beckmann et al., 2021). While definitions
vary across different legal and economic frameworks, a common convergence point in
research identifies SMEs as businesses employing fewer than 500 full-time equivalent
staff. Within this classification, SMEs are further categorized into micro, small, and
medium-sized enterprises, with many countries also applying revenue-based
thresholds to refine SME definitions. In certain cases, businesses exceeding the 500-
employee threshold may still qualify as SMEs if their turnover remains below the
defined upper limit (Beckmann et al., 2021).

Based on these perspectives, SMEs can be defined both quantitatively, in terms of
workforce size and financial parameters, and qualitatively, as organizations led by
owner-managers, characterized by informal communication structures, flexible
decision-making, and significant resource constraints.
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Building on the existing literature on SMEs and rurality, rural SMEs can be defined
by adapting the three key parameters proposed by (Henry & Colette , 2014) for rural
businesses.

e Spatial Perspective — A rural SME is characterized by its primary physical
location within a rural setting. This includes both its main infrastructure and the
majority of its workforce being situated in a non-urban area.

e Employment and Local Workforce — A rural SME operates within a defined
travel-to-work area and employs fewer than 500 full-time equivalent (FTE) staff. This
aligns with broader SME classifications but also emphasizes the regional employment
impact of such enterprises.

e Economic Embeddedness — A rural SME contributes to the Gross Value Added
(GVA) of its rural community, meaning that it actively participates in and enhances
the local economy. This definition excludes businesses that are merely domiciled in
rural areas without actual economic engagement, such as self-employed individuals
who lack local value-chain integration.

By integrating these spatial, employment, and economic dimensions, this
definition ensures that rural SMEs are recognized not just by their location but also by
their embeddedness in regional economic ecosystems (Beckmann et al., 2021).

Existing research suggests that spatial context significantly influences both
entrepreneurial activities and management approaches. However, despite growing
interest in rural entrepreneurship, there remains a limited body of research on the
unique challenges and opportunities associated with business ventures in rural areas.
Moreover, SMEs play a dominant role in rural economies, often serving as primary
drivers of local economic activity. This highlights an important bidirectional
relationship between SMEs and their spatial context:

e On one hand, rural environments shape the operations, strategies, and
constraints that SMEs face.

¢ On the other hand, SMEs actively contribute to rural development, influencing
infrastructure, employment, and economic resilience.

Thus, understanding the enterprise-space nexus is crucial for analyzing how
alternative financial models can better support rural SMEs and creative industries in
non-urban settings (Beckmann et al., 2021).
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2.4.1. Challenges and Opportunities for Rural SMEs in Alternative
Finance

A strong cultural identity has a profound impact on businesses across various
industries. In rural areas, this sense of cultural cohesion facilitates the rapid integration
of newcomers, potentially making social capital more accessible. However, rural
businesses also face spatial and infrastructural disadvantages that influence their
ability to compete in broader markets (Beckmann et al., 2021).

One significant challenge is geographic distance from key markets, which can
create logistical barriers for businesses reliant on external trade. Additionally, digital
infrastructure remains underdeveloped in many rural communities. While high-speed
internet is increasingly essential for digital business models, IoT solutions, and creative
industries, rural areas typically experience lower broadband speeds compared to
urban regions, limiting their ability to engage in technologically-driven business
activities (Townsend et al., 2017; Beckmann et al., 2021).

Further, institutional support for new business creation in rural areas is limited.
Local governments frequently lack the necessary resources and authority to develop
effective regulatory frameworks and policies that could stimulate entrepreneurship.
Consequently, despite the availability of cultural, physical, and social resources, rural
businesses continue to face structural barriers that may either hinder or create unique
opportunities for economic ventures (Beckmann et al., 2021).

To align with local cultural norms and address spatial challenges, rural SMEs often
embed themselves within their communities. Unlike businesses primarily driven by
profit motives, many rural SMEs emphasize value creation beyond the enterprise
itself, contributing to the socioeconomic development of the region (Beckmann et al.,
2021). This community-oriented business model is encapsulated in (Biircher, 2017)
observation that “The whole region understood that they were like a family.”

Furthermore, research suggests that rural SMEs possess a highly intuitive
understanding of their region’s physical, historical, and cultural landscape, allowing
them to cater effectively to local consumer needs. However, due to heightened
competition from larger firms, rural businesses often need to differentiate themselves
through niche specialization. This strategic focus on niche markets enables rural
enterprises to position themselves as subcontractors within broader regional and
national value chains (Beckmann et al., 2021).
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Figure 11- SWOT analysis for SMEs in rural areas [Source: Beckmann et al., 2021]

2.5. Peer to Peer Lending (P2P)

The emergence of Web 2.0 has facilitated the rise of online peer-to-peer (P2P)
lending, which functions as a virtual platform where individual lenders and borrowers
can directly engage in lending and borrowing transactions without the involvement of
financial intermediaries (Li et al., 2020; Zhang et al., 2022; Rong et al., 2023). Since the
establishment of the first online P2P lending platform, Zopa, in England in 2005, the
number of online P2P lending platforms has expanded and evolved. Examples include
Prosper.com and Lending Club in the United States. Notably, as one of the largest P2P
lending platforms in the U.S., Lending Club had attracted over 2.5 million customers
and funded more than $40 billion by the end of 2018.

The absence of traditional financial intermediaries in online P2P lending results in
lower transaction costs and interest rates for borrowers, while simultaneously
increasing revenues for lenders. Furthermore, P2P lending contributes to greater
market efficiency compared to traditional financial institutions.

P2P lending platforms serve as alternative financing models where individual
lenders and borrowers engage in direct financial transactions without traditional
banks. These platforms have been growing as an alternative funding source,
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particularly for individuals and businesses that face challenges in accessing
conventional bank loans.

For P2P lending to be viable, platforms employ risk assessment mechanisms to
minimize loan defaults. Studies indicate that borrower characteristics such as credit
history, debt-to-income ratio, and employment status play a significant role in
assessing loan default risks. Additionally, advanced Al-driven models (e.g., deep
learning and machine learning algorithms) have been introduced to enhance credit
scoring and risk prediction in P2P lending.

Given that creative real estate projects in rural areas often struggle with traditional
funding access, P2P lending models could provide alternative finance pathways.
Furthermore, Al-based credit evaluation models could potentially be adapted to assess
financial risk in real estate financing, helping investors and platforms evaluate project
viability more effectively.

Foundational research on alternative financing sources, commonly referred to as
group lending, rather than its more specific digital applications, emphasizes the
effective cost of borrowing and the critical role of peer selection in determining loan
success (Lin, 2009). However, the modern commercial and online Peer-to-Peer (P2P)
lending model emerged in 2005. In this structure, financial institutions serve primarily
as intermediaries within online platforms, while private individuals within digital
social networks initiate lending and borrowing activities (Bachmann et al., 2011). A
more detailed graphical representation of this process, illustrating the direct
connection between borrowers and financing sources often referred to as a "lending
club" is presented below. (Source: Business Insider (Bakker, 2015).
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[Source: Bakker, 2015]

The figure illustrates those financial institutions, such as banks, function primarily
as intermediaries in the Peer-to-Peer (P2P) lending model, without possessing the
authority to approve or deny loans. This highlights the efficiency of the system, as
lending decisions are decentralized and independent of traditional institutional
frameworks, such as bank capital reserves or standardized lending procedures.
Essentially, P2P lending represents a convergence of digital innovation and
entrepreneurial dynamism, fostering a model that is increasingly shaped by
technological advancements and market-driven lending behavior.

Given the critical role of SMEs in economic growth and their limited access to
traditional bank loans, this study examines whether alternative financing methods
specifically P2P lending FinTech’s can improve loan accessibility for SMEs. By
analyzing data from OECD countries between 2011 and 2018, the findings indicate that
P2P lending FinTech’s have a positive impact on SME leverage. Furthermore, the
results reveal that this relationship is strengthened by higher institutional quality
(Abbasi et al., 2021).

These findings hold significant implications for both SME managers and
policymakers:
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e For SME managers, particularly those facing difficulties in securing debt
financing, P2P lending FinTechs provide a viable alternative to traditional funding
sources (Abbasi et al., 2021).

e For policymakers, the study suggests that enhancing institutional quality could
foster the growth of P2P lending FinTech startups, thereby expanding SME access to
finance (Abbasi et al., 2021).

2.6. Crowdfunding in Rural Development

Crowdfunding has emerged as a transformative financial tool for rural creative
industries, particularly in contexts where access to traditional funding is limited.
Platforms such as Kickstarter and GoFundMe have demonstrated the potential for
community-driven investment in creative projects (Pourzakarya, 2022). This approach
mobilizes resources from both local and global communities, fostering a sense of
ownership and collaboration. Additionally, blended finance leverages public, private,
and philanthropic contributions to support large-scale projects with cultural and social
significance (Mcgranahan & Wojan, 2007). Furthermore, (Fachrizah et al., 2022)
highlight the challenges of integrating government funding with creative industry
financial needs, emphasizing the role of policy frameworks in improving access to
alternative financing.

In order to investigate its effectiveness in the real estate sector, it can say
crowdfunding is increasingly being used in real estate financing due to its ability to
provide funding to projects traditionally ignored by banks (Shahrokhi & Parhizgari,
2020). Particularly, real estate crowdfunding (RECF) allows both accredited and non-
accredited investors to contribute small amounts to fund property developments,
which has democratized real estate investment in rural and creative sectors (Shahrokhi
& Parhizgari, 2020).

Crowdfunding has emerged as an alternative to traditional financing models due
to its flexibility and high growth potential. The Jumpstart Our Business Startups
(JOBS) Act of 2012 legalized equity-based crowdfunding, leading to an explosion in
real estate investment platforms. As of 2025, real estate crowdfunding is expected to
reach $300 billion in market size (Barnett, 2015).

How it works:
¢ Real estate developers list projects on platforms (e.g., Fundrise, Crowdstreet).
e Investors select projects based on expected returns and risk levels.

e Returns can come from rental income, capital appreciation, or debt repayment
(Shahrokhi & Parhizgari, 2020).
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Crowdfunding was first used as a solution to finance creative and cultural projects
after the large budget cuts during and after the "07-'08 financial crisis (Baber & Fanea-
Ivano, 2025).

Crowdfunding plays a significant role in bridging the funding gap for sustainable
entrepreneurs, with the potential to address both environmental and social challenges
(Tenner & Horisch, 2022). Originating from the broader concept of crowdsourcing,
crowdfunding represents one of the key components of FinTech (Fanea-Ivanovici &
Baber, 2023). In addition, (Horisch & Tenner, 2020) highlight that the availability of
non-traditional funding sources is a crucial factor in business sustainability, with
crowdfunding serving as a central mechanism in their study. Furthermore, (Baber &
Fanea-Ivano, 2025) emphasize that crowdfunding emerged as a critical financial
solution for creative and cultural industries during the financial crisis of 2007-2008,
providing much-needed support to art, culture, innovative businesses, and pro-social
projects. Another key aspect of crowdfunding is its variety of models, which cater to
both business and cultural sectors, further expanding its role in alternative finance.

Crowdfunding in the cultural and creative sector (CCCF) has emerged as an
essential financial mechanism, primarily aimed at project-specific funding rather than
structural finance. CCCF typically operates through donation-based or reward-based
models. In reward crowdfunding, backers receive non-monetary benefits, such as
symbolic items, limited editions, tours, or prototypes, which foster engagement and
create value beyond financial returns (Lazzaro E., 2017). Originating in the United
States, CCCF has expanded significantly in the UK and continental Europe,
representing a rapidly evolving market that taps into entrepreneurial potential.

Crowdfunding has emerged as a powerful alternative to traditional methods of
raising capital, offering a more direct connection between creators, investors, and end
users. Unlike conventional financing, which often creates a disconnect between those
providing funds and those benefiting from them, crowdfunding fosters a sense of
community by engaging a broad audience in the funding process. This approach
allows for a collaborative ecosystem where project creators and supporters interact
directly, building trust and shared ownership.



| Literature Review 63

180

160
M Equity (non
140 immobiliare)
120 M Equity (immobiliare)

100
Minibond
80
60 Lending (business non
immaobiliare)
40
o Lending (business

immaobiliare)
20 I
0 l T T T T T T T 1

2020 2020 2021 2021 2022 2022 2023 2023 2024
1H 2H 1H 2H 1H 2H 1H 2H 1H

Figure 13- Capital provided by crowdfunding platforms in Italy (values in € million) [Source:
9° Report italiano sul CrowdInvesting]

This model is particularly effective for financing projects like artistic projects and
services with public good attributes, which are often overlooked by traditional
investors due to their perceived lack of immediate commercial value. Crowdfunding
bridges this gap by enabling creators to tap into a diverse pool of supporters, each
contributing according to their ability and willingness. This inclusivity not only
democratizes access to funding but also ensures that projects with social and cultural
value can thrive despite market uncertainties.

In addition to providing much-needed financial resources, crowdfunding offers
creators an opportunity to test their ideas and gather feedback from potential
audiences. This form of market validation helps refine projects and demonstrates
public interest, which can attract further investment and support. By uniting creators
and communities around shared goals, crowdfunding empowers artistic and cultural
projects to flourish, creating meaningful impacts that extend beyond financial gains
(Handke & Dalla Chiesa, 2022; Loots et al., 2022; Thompson Reuters).
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Figure 14- Equity crowdfunding cycle [Source: Thompson Reuters]

The importance of CCCF lies not only in its ability to provide financial support but
also in its broader contributions to community involvement, market research, and
audience development. By connecting creators with their audiences, CCCF facilitates
the sharing of information, the promotion of projects, and the enhancement of
professional skills (EuropianCommission, 2017). In 2022 alone, crowdfunding
platforms raised €86 billion globally, with Europe accounting for approximately €10
billion of this amount, demonstrating the growing reliance on these platforms for
creative and cultural projects (Statista, 2023). Arts and cultural projects accounted for
20% of these funds, reflecting strong public interest in supporting creative ventures.

Crowdfunding has become a cornerstone of alternative finance, especially for the
arts, culture, and creative industries (CCCF). With diminishing public and private
funding, creative projects increasingly turn to platforms like Kickstarter and
GoFundMe to secure resources. Kickstarter alone has raised over $3 billion for creative
projects globally as of 2024, showcasing its effectiveness in funding innovation
(Statista, 2024).

(Lazzaro & Noonan, 2020) highlight that crowdfunding significantly lowers
transaction costs, expands market size, and helps cover fixed costs for product
development. This is particularly advantageous for the creative sector, where products
often have zero marginal production costs. However, despite these benefits,
crowdfunding for cultural and creative industries remains a fragmented and
underutilized market. Key barriers include limited transparency, trust deficits, and
regulatory frameworks that restrict promotional campaigns. For example,
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crowdfunding regulations in the European Union have been criticized for hindering
the development of platforms that can support large-scale internet-based campaigns,
unlike the more lenient frameworks in the United States (Hooghiemstra & de Buysere;,
2016).

Furthermore, the growing reliance on crowdfunding in the arts is evidenced by
Kickstarter’s achievements, where arts projects have raised more funds annually than
the entire budget allocation of the U.S. National Endowment for the Arts (Franzen,
2012). To unlock its full potential, governments and industry leaders must address
regulatory and structural challenges that limit crowdfunding's reach in the creative
sector.

Integrating crowdfunding into rural entrepreneurship strategies can also enhance
access to critical resources, such as funding for R&D or support for sustainable
practices. For example, in 2022, 25% of crowdfunding campaigns in Europe were
dedicated to environmental or cultural projects, showcasing the potential of these
platforms to drive innovation in rural areas (Europian Commission, 2023).

However, barriers persist in regions such as the European Union, where regulatory
frameworks often limit the scale and transparency of crowdfunding efforts.
Addressing these barriers can unlock the full potential of CCCF, particularly in rural
areas where alternative financial models are vital to overcoming traditional funding
limitations.

Pros and Cons:

e Pros

- Crowdfunding lowers barriers to entry and fosters community

involvement.

- Impact investing aligns with ESG goals, making it appealing to investors

focused on social impact.
- Both models enhance community participation and transparency.
e Cons:

- Crowdfunding can be unpredictable, with high dependency on social

networks.

- Impact investing requires rigorous reporting and compliance with ESG

standards, which can be resource-intensive for rural projects.
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- Regulatory inconsistencies within the EU complicate cross-border

crowdfunding efforts (De Buysere et al., 2012).

2.7. Regenerative Investing

Regenerative investing integrates financial returns with long-term social and
environmental benefits, focusing on restoring degraded assets or underutilized spaces.
In rural real estate, this model supports the transformation of properties into creative
and cultural hubs while prioritizing sustainability and community well-being. For
example, Italy has increasingly adopted regenerative investing to repurpose historical
rural properties, aligning financial objectives with heritage preservation and tourism
development (Rossitti et al., 2021).

This approach, which prioritizes community-oriented, outcome-based solutions,
has been increasingly applied in sectors like agriculture to address systemic financial
challenges (Custer & Healey, 2024). Unlike traditional models that focus on immediate
returns, regenerative investing emphasizes flexible and tailored financing
instruments, such as equity sharing, profit-sharing arrangements, and transition loans.
These mechanisms provide capital while accommodating the unique, context-
dependent needs of stakeholders (Custer & Healey, 2024).

A key strength of regenerative investing lies in its emphasis on co-ownership and
shared equity models. By engaging diverse stakeholders in ownership and decision-
making, these frameworks help democratize access to resources while fostering
inclusive growth. Moreover, the focus on tailored financing instruments ensures that
projects in transitional or underserved sectors receive patient capital, which aligns
with their long-term goals rather than imposing unsustainable repayment structures
(Custer & Healey, 2024).

Outcome-based frameworks are central to the success of regenerative investments.
By aligning financial incentives with measurable environmental and social outcomes,
these frameworks build trust and transparency among stakeholders while ensuring
sustainable impact. This focus on clear benchmarks, such as soil health or ecosystem
services in agriculture, demonstrates how regenerative investing can align financial
returns with broader societal benefits (Custer & Healey, 2024). The flexibility of these
frameworks makes them adaptable to diverse contexts and scalable for projects
beyond agriculture.

An important consideration for future regenerative investment opportunities is the
generational shift in land ownership. The National Young Farmers Coalition estimates
that two-thirds of the farmland in the United States is likely to change hands by 2040
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(National Young Farmers Coalition, 2019). This impending transfer of ownership
presents a significant opening for innovative financing models to prioritize
regeneration, equity, and long-term community resilience. By addressing both
financial and social gaps, these models create pathways for scalable and equitable
development.

Examples and Applications

1. TItaly: Historical buildings in Tuscany have been transformed into agritourism
sites, generating employment and preserving cultural heritage. According to ISTAT
(2022), the number of agritourism enterprises in Italy grew by 1.8% in 2021, reflecting

the appeal of sustainable investments in rural areas.

Italy has implemented several projects that integrate regenerative investing with
the creative sector, particularly in rural areas. These initiatives aim to revitalize
underutilized spaces, promote cultural activities, and stimulate local economies.

Art Aia - Creatives In Residence

o Location: Sesto al Reghena, Friuli-Venezia Giulia

o Overview: Art Aia is a former agricultural center transformed into an
international art residency. It focuses on nurturing the creative process, fostering
artistic production, and promoting research, especially towards ecology and
sustainability (WIKIPEDIA, 2023).

o Impact: The project has revitalized a rural area by attracting artists worldwide,
promoting cultural exchange, and integrating sustainable practices into the creative

process.

2. Spain: Regenerative investments in Andalusia focus on renewable energy
projects that incorporate creative spaces, addressing both environmental and

economic challenges in rural regions.

3. United Kingdom: Initiatives like the Creative Land Trust in London aim to
secure spaces for artists and cultural practitioners, showcasing how regenerative

models can be adapted to both urban and rural settings.

Benefits
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e Economic Impact: Enhances local economies by attracting investment and
creating jobs. In Italy, for instance, the cultural sector contributed €96 billion to GDP
in 2020, a significant portion of which stemmed from rural areas (Symbola Foundation,
2021).

o Community Engagement: it fosters local identity and participation by involving

residents in planning and development.

o Environmental Sustainability: Reduces the carbon footprint by repurposing
existing structures and utilizing green building technologies. Aligns with
environmental, social, and governance (ESG) criteria, making it attractive to socially

responsible investors.

Challenges

« High upfront costs, complex legal frameworks and initial investment costs can

be a barrier.

« Limited awareness and expertise in implementing regenerative models in rural

contexts.

 Difficulty in quantifying long-term social and environmental returns to attract

investors.

o Limited empirical studies on rural applications create uncertainty about

scalability.

2.8. Blended Finance

The concept of blended finance was first identified as a potential tool to address
the global funding gap during the Third International Conference on Financing for
Development in July 2015 (United Nations, 2015). It emerged as a strategy to align the
objectives of private investors and development funders. The idea is to use
development finance and resources as leverage to attract private capital into projects
that they might otherwise avoid due to perceived risks or low profitability.

While the principle of public-private cooperation is not new and has been
historically applied through Public-Private Partnerships (PPPs), blended finance
differs in its emphasis on aligning the interests of both parties. Traditional PPPs often
focused on executing large infrastructure projects without necessarily ensuring shared
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objectives between private sector profit motives and development goals. Blended
finance, however, actively seeks to bridge this gap by structuring investments in a way
that addresses risks and expands opportunities, particularly in emerging and frontier
markets. By mitigating risks, blended finance opens the door for private investors to
participate in high-impact projects that promote sustainable development and
generate measurable social and environmental benefits. This approach is especially
significant in regions where traditional investment models fall short, such as

underserved rural areas or creative industries with untapped potential (Muirow et al.,
2023).

Blended finance and impact investment are innovative models transforming the
landscape of development finance. Blended finance combines public and private
funding to support projects that deliver both financial returns and social benefits.
Impact investment, on the other hand, focuses on projects that generate measurable
social or environmental impact alongside financial gains (Jia & Desa, 2022).

This method serves as a powerful mechanism for aligning public or philanthropic
capital with private sector investment, particularly in contexts where traditional
financial incentives fall short. This strategy leverages public and philanthropic
funding not merely as financial inputs but as catalytic resources that de-risk and attract
additional private capital into impactful ventures. Such funding can take diverse
forms, including grants, concessional loans, equity investments, guarantees, and non-
financial contributions like capacity building, technical assistance, or access to strategic
networks (Muirow et al., 2023). The flexibility of blended finance lies in its ability to
bridge the gap between public good objectives and private sector profit motives,
creating an environment where diverse stakeholders collaborate to achieve shared
goals (Muirow et al., 2023). When applied to rural regeneration and creative sector
development, this approach becomes even more impactful. It enables the mobilization
of private investment into areas often perceived as high-risk while embedding
community-centered governance structures. This makes blended finance an essential
tool for fostering equitable growth, sustainable rural development, and creative space
activation, aligning financial objectives with broader social and environmental
outcomes.

According to (Muirow et al., 2023) “There are three core characteristics required for
a blended finance transaction. Blended finance should simultaneously contribute
toward development and/or impact goals, generate a positive financial return, and
leverage public or philanthropic capital to catalyze private sector finance.”

For instance, public-private partnerships supported by blended finance have
enabled sustainable development projects in rural areas. By aligning diverse funding
sources, these models create inclusive opportunities that benefit communities while
addressing systemic inequities. Impact investment further advances these efforts by
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attracting investors to projects with clear social value, making it an essential tool for
fostering growth in the creative sector.

By sharing risks and reducing financial barriers, it enables investments in areas or
projects that might otherwise struggle to attract private capital. Blended finance
typically operates through four key approaches: adjusting returns, reducing risk,
providing technical assistance, and supporting project development. Below is an
explanation of these methods with examples based on the original reference (Muirow
et al., 2023).

» Adjusting Returns (Concessional Capital): Public or philanthropic capital can
be structured to offer below-market terms, such as accepting lower returns or
providing additional protection for private investors. This approach reduces the
overall cost of capital and makes investments more appealing. For example,
concessional capital may lower financing costs for a creative space project in a rural
area, encouraging private investors to participate in a venture that might otherwise
appear too costly or unprofitable.

* Reducing Risk (Guarantees): Guarantees provided by public funds act as a form
of credit enhancement or insurance for private investors. By reducing the perceived
risk of a project, these guarantees can attract private capital that might not otherwise
invest. For example, guarantees might support impact-driven projects by assuring
private investors that their capital will be partially or fully protected if the project does
not perform as expected. Unlike concessional capital, guarantees only require public
funds if a loss occurs, making them a cost-efficient risk management tool.

* Providing Technical Assistance: Public or philanthropic funding often provides
technical support to businesses to make them more commercially viable or to
strengthen their impact. This assistance might include training, market feasibility
studies, or capacity building. For instance, a technical assistance grant could prepare a
business to attract investors by helping them develop a business plan or conduct a
market study. While this support does not directly generate financial returns, it
ensures that the business is better positioned for future funding.

* Supporting Project Development (Transaction Design): In the early stages of a
project, grants or public funding can be used for transaction design and project
preparation. This includes activities like conducting feasibility studies, testing proof of
concepts, or designing financial structures. For example, public grants might be used
to explore the feasibility of a blended finance vehicle aimed at attracting private capital
to a rural regeneration initiative. By addressing uncertainties in the early stages, this
support makes the project more attractive to private investors (Muirow et al., 2023).

Blended finance offers practical solutions to the challenges of financing creative
sector projects in rural areas. These approaches address the risks and costs that
typically deter private investors while empowering local communities to develop
sustainable and impactful initiatives. The emphasis on technical assistance and project
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preparation aligns with the needs of rural creative spaces, which often require both
financial and operational support to succeed.

Supporters of community wealth-building models had discussions that blended
finance deals can be a perfect support for innovative community investment and have
made “ownership and decision-making stakes more accessible to populations who

traditionally have not been able to participate as owners in their local economy”
(Theodos et al., 2021)

2.9. Impact Investing

Impact investing combines financial returns with measurable social and
environmental outcomes. In rural creative real estate, this model attracts institutional

investors who value projects that align with Environmental, Social, and Governance
(ESG) criteria.

Impact investment, often referred to as socially responsible investment or triple
impact investment, aims to achieve both financial returns and positive social and
environmental impacts. This approach transcends the traditional focus on economic
gain, emphasizing investments that contribute to meaningful societal and
environmental change (Agrawal & Hockerts, 2019). In the context of social enterprises,
impact investment serves as a vital mechanism for securing financial resources that
support their long-term development and sustainability. Aligning financial incentives
with social goals, enables social enterprises to scale their operations, foster innovation,
and address pressing challenges in communities, particularly in rural areas where
access to traditional funding is often limited (Urban & Mapula-e Lehasa, 2024).

Social Impact Investing (SII) is revolutionizing the flow of private capital toward
nonprofits and social enterprises, creating new avenues for funding initiatives that
align with social and environmental objectives. What sets SII apart from other forms
of social finance is its dual focus: the expectation of social returns alongside repayable
capital, with the potential for financial returns to investors. While the availability of
private capital is growing, the demand from nonprofits and social enterprises has yet
to match this supply. SII prioritizes social impact, especially when trade-offs between
social and financial returns arise. This makes it a pivotal tool for addressing global
challenges. Moreover, achieving the UN Sustainable Development Goals (SDGs) by
2030 is increasingly tied to the growth and effectiveness of the impact investing
industry, underlining its critical role in fostering sustainable development. Social
Impact Investing (SII) is reshaping the landscape of private capital allocation for
nonprofits and social enterprises, offering new opportunities to fund initiatives that
drive positive societal and environmental outcomes. Unlike traditional social finance
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tools, SII uniquely combines the expectation of a social return with the potential for
repayable capital and financial gains for investors.

Despite the increasing availability of private capital, demand from social ventures
has yet to fully match this supply. A defining feature of SII is its emphasis on
prioritizing social impact when a tradeoff arises between financial and social returns.
This focus positions SII as a critical driver in achieving the United Nations Sustainable
Development Goals (SDGs) by 2030, highlighting its vital role in fostering sustainable
and inclusive development through innovative funding approaches (Phillips &
Johnson, Inching to Impact: , 2021; GIIN, 2016; OECD, 2019).

In this issue, according to (Bacuilima et al., 2023), it is necessary to say that “there
is no single sector-wide view on impact investing.”

According to I-Ping, Ormiston, and Findlay (Castellas et al., 2018), impact investing
plays an increasingly diverse and important role in social ventures. As awareness and
knowledge about this investment approach continue to grow, there is a corresponding
rise in the demand for and adoption of these sustainable and socially conscious
investment models. This trend reflects a broader recognition of the value of aligning
financial resources with positive societal and environmental outcomes, making impact
investing a powerful tool for supporting the long-term success and growth of social
ventures.

« Global Trends: The global impact investing market grew to $1.2 trillion in 2022,
with a significant share directed toward real estate and sustainable development
(GIIN, 2022).

Below, Table 3 presents the main roles that impact investing has in social ventures,
according to several studies.

Table 3- Main roles of Impact investing

Impact investing serves as a key financial enabler for social

enterprises, providing initial capital to support social
Source of p p & p PP

Financing entrepreneurship. It plays a crucial role in funding social

development initiatives and offers financial tools to address
social and environmental challenges.
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Impact
Measurement
and Evaluation

73

Impact investments function as an assessment tool within
social enterprises, ensuring that both entrepreneurs and
enterprises are aligned with objectives focused on generating
measurable and positive social impact.

Expansion of
Social
Entrepreneurship

From its inception, impact investment helps social enterprises
scale their business models, diversify their services, and
expand their infrastructure and product offerings. By fostering
mutual agreements and sound investment alternatives, impact
investing supports long-term sustainability.

Financial Health
Assessment

Before investing in a social enterprise, impact investors assess
its financial stability, evaluating the business’s assets, equity,
and overall fiscal health to ensure return on investment.

Driver of
Sustainable
Development

Impact investing contributes to sustainable development
strategies, ensuring enterprises balance current financial needs
with long-term environmental and social sustainability. This
approach promotes financially viable solutions that do not
harm society or the environment.

Support for
Social
Entrepreneurship
& Innovation

Beyond providing funding, impact investing supports
entrepreneurial growth by offering training, advisory services,
business courses, and administrative support. It also plays a
vital role in encouraging innovation within social enterprises,
fostering the development of new ideas and business
opportunities.

Null Role

In certain regions, such as Latin America and underdeveloped
countries, impact investing has minimal influence due to a lack
of policies, regulatory frameworks, and investor interest. As a
result, this investment model fails to contribute to the
development of social enterprises in these areas.

Limiting Role

While impact investment has potential, it often presents
barriers to accessibility. Entrepreneurs seeking impact
investment may face rigorous requirements and complex
financing conditions, leading them to pursue easier and more
accessible financial alternatives instead.

Shared Value
Creator

Impact investing plays a role in promoting inclusivity and
fairness in social enterprises. It fosters sustainable business
practices that align with environmental responsibility, helping
transform social and environmental challenges into
collaborative business opportunities.
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Despite the multiple roles of this type of investment, in several countries, the
situation of social entrepreneurs is difficult because they are aware of the impact of
investment but are reluctant to use this type of financing. The factors for social

entrepreneurs not to use impact investment may be due to the situations presented in
Table 4.

Table 4- Barriers to social entrepreneurs using impact investing

Description

Impact investors seek entrepreneurs who clearly distinguish
. social and environmental ventures from businesses with a
Stringent . . s .
. primary focus on corporate social responsibility. This leads to
Requirements e . . .
strict eligibility requirements, making the process tedious and
difficult for entrepreneurs.
Return on Investors prefer shorter-term returns, while social enterprises
Investment typically require long-term funding. Many investors hesitate to
Expectations engage due to low short-term profitability and the need for a
(Retribution) strong, ongoing relationship with entrepreneurs.
Need for Early-stage social enterprises require more flexible financing
B options that allow them to develop, test, and refine their
Flexibility in . . .
business models. Many prefer to rely on self-financing or other
Early Stages . . . :
_ ; capital sources due to the higher risk tolerance required by
(Orientation) . .
impact investors.
In some countries, such as Ecuador, the social enterprise sector is
Industry . . . .
Maturit still developing, and the lack of industry preparation creates
aturi . o :
Y challenges in attracting impact investment.
Weak public policies often hinder direct interaction between
Government social entrepreneurs and investors. This can result in
Policies government intervention negatively impacting social enterprises
when they attempt to secure funding.

Investment scale and organizational size significantly influence the capacity to
engage in Social Impact Investing (SII); however, the challenges extend beyond these
factors. Across various subsectors, distinct barriers exist, including limited knowledge

of social investment principles, insufficient financial literacy, and complexities in
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impact assessment methodologies. These challenges create obstacles for organizations
seeking to navigate the alternative finance landscape effectively (Phillips & Johnson,
Inching to Impact: The Demand Side of Social Impact Investing, 2021; Bacuilima et al.,
2023).

The term "impact investing" itself presents definitional ambiguities, as different
stakeholders interpret it in varied ways. A director of a loan fund highlights this

discrepancy, stating:

"Many individuals engaged in impact investing use terminology that may not be well
understood by nonprofit organizations. There exists a distinct gap in financial and business
knowledge between these two groups. As a result, there is a pressing need for educational
initiatives, given that there is no universally accepted definition of impact investing, nor a

single standardized model that stakeholders can reference."

Furthermore, even after organizations commit to engaging in SII, they face
challenges related to the complexity and diversity of financial instruments. Many
investment opportunities involve hybrid financing mechanisms, requiring the
blending of multiple financial tools. These intricate structures obscure market signals,
making it difficult for new entrants to navigate the social investment ecosystem
effectively (Phillips & Johnson, Inching to Impact: The Demand Side of Social Impact
Investing, 2021).

In Social Impact Investing (SII), the emphasis lies on achieving measurable impacts
rather than focusing on the legal structure of the investees. Whether the recipient
organization is a charity, nonprofit, social enterprise, or even a for-profit entity,
matters less to SII investors, provided it delivers tangible social or environmental
outcomes (Haigh et al., 2015). This flexibility allows a broader range of organizations
to access funding, enabling innovative solutions across various sectors. However, this
approach also diminishes the automatic legitimacy historically attributed to charities
simply by their nonprofit status. In the impact market, results take precedence,
challenging traditional perceptions that equate nonprofit structures with societal
benefit. This shift underscores the need for all types of organizations to demonstrate
their ability to create measurable and meaningful change, aligning with the core goals

of impact investing (Phillips & Johnson, Inching to Impact: , 2021).
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Figure 15- Subsector factors influencing SII demand [Source: Philips & Johnson, 2021]

Opportunities and Challenges

e Opportunities:

o Impact investing channels larger funds into long-term, sustainable

projects.
o Challenges:

o Impact investors demand robust metrics to measure social and
environmental returns, which can be resource-intensive for small

projects.

o significant barriers: lack of knowledge of the market; lack of financial
literacy; and challenges of measuring and valuing social impacts. In spite
of coordinated, global efforts to create consensus on social and
environmental impact metrics specific to particular subsectors, the
findings reveal that the use of impact metrics and evaluation is still

limited.
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Figure 16- Regional and related struggles to size the impact investing market [Source: GIIN,
2022]

2.10. Public-Private Partnerships (PPPs) & P4s

According to the US American National Institute of Governmental Purchasing, the
component of build may include renovation and/or rehabilitation: “A public-private
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partnership (P3) is a broad term used to describe public facility and infrastructure
contracts that minimally include components of design and build (e.g. construction,
renovation, rehabilitation) in a single contract. Components of financing, operations,
maintenance, or management may be included within this single contract (National
Institute of Governmental Purchasing, 2016).

Public-Private Partnerships (P3s) represent a long-term collaboration between
public institutions and private entities, designed to fulfill public responsibilities such
as the design, construction, management, and maintenance of public works or
services. This model is built on the principle of shared resources and risks, with each
party contributing based on their unique skills and expertise. P3s provide a structured
framework that allows public sector goals, such as infrastructure development or
cultural heritage preservation, to benefit from the efficiency, innovation, and financial
resources of the private sector. In return, private partners gain access to opportunities
that align with public needs while sharing the associated risks (Boniotti, 2021).

Public-private partnerships (PPPs) leverage the strengths of both public
institutions and private entities to achieve shared objectives, particularly in rural
creative real estate. PPPs pool resources to facilitate adaptive reuse projects, reducing
individual financial burdens and incorporating expertise from multiple sectors
(Morena et al., 2021).

According to (Boniotti, 2021) In a workshop organized by the Directorate-General
for Research and Innovation of the European Commission, the Horizon 2020 Expert
Group on Cultural Heritage emphasized the need for the public sector to rethink its
strategies for encouraging private sector involvement in cultural heritage projects. The
group proposed a variety of innovative financial instruments aimed at making such
investments more attractive and feasible for private entities.

Key recommendations included:

1. Tax Breaks: Offering targeted tax reductions to private investors to lower the

financial burden and increase the appeal of cultural heritage investments.

2. Differentiated VAT Brackets: Adjusting value-added tax rates for activities or
goods related to cultural heritage to provide cost advantages for businesses and

investors.

3. Well-Designed Grants: Creating grants specifically tailored to support cultural
heritage projects, ensuring financial viability while aligning with public and private

interests.

4. Loan Programs: Introducing low-interest or long-term loan programs that

enable private entities to access the necessary capital for heritage-related projects.
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5. Public-Private Partnership (P3) Schemes: Encouraging collaboration between
public institutions and private investors to share risks, pool resources, and ensure

sustainable management of cultural assets.

Relevance to Rural Creative Real Estate:

These strategies have direct applications for rural creative real estate projects. By
leveraging these financial instruments, projects such as adaptive reuse of heritage
buildings, creation of cultural hubs, or development of tourism-oriented initiatives can
attract private sector investment while maintaining alignment with community and
public interests. For instance:

o Tax incentives and VAT adjustments can reduce operating costs for private

investors in rural areas.

e Grant and loan programs can bridge the financial gap for projects that require

significant upfront capital but offer long-term social and economic benefits.

e P3 schemes can facilitate collaborative ventures that balance cultural

preservation with economic growth.

Public-private partnerships (P3s) and public-private-people partnerships (P4s) are
essential tools for financing and managing cultural heritage projects. These
partnerships often include specific obligations, such as ensuring the preservation of
heritage assets after restoration. While their goals may differ, both types of
partnerships help bring together resources and expertise to make projects viable and
impactful.

For-Profit Partnerships (P3s)

For-profit partnerships focus on generating returns for private investors, whether
in the form of financial gains or enhanced reputation. These partnerships involve:
e Businesses and Financial Institutions: Such as construction companies,

investment banks, or pension funds that aim to profit from their involvement.

o Private Entities: For example, private universities or companies that seek

financial returns while also benefiting from positive branding opportunities.

A typical P3 might involve a company financing the restoration of a historic
building in exchange for branding rights or operational control, creating a win-win
scenario for both the public and private sectors. The financial returns from these
projects make them attractive to investors, especially in cases where cultural and
historical assets can be leveraged for tourism or commercial purposes.
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Non-Profit Partnerships (P4s):

In contrast, non-profit partnerships prioritize community and cultural benefits
over financial gains. These partnerships, often referred to as public-private-people
partnerships (P4s), focus on projects driven by philanthropy and civic engagement.
Key participants include:

e Non-Profit Organizations and Foundations: Such as cultural associations,
religious institutions, or banking foundations like the Cariplo Foundation, which

provide funding for heritage preservation as part of their social responsibility.

e« Community Involvement: Local residents often play an active role as
contributors, developers, or volunteers, ensuring that the project reflects their values

and needs.

An example of a P4 might be a community-driven effort to convert a historic site
into a public cultural center, funded by donations and philanthropic contributions.
These projects foster a sense of collective ownership and align with broader
community goals (Boniotti, 2021).

In general, Private equity and venture capital organizations are considered pivotal
resources towards the development of a sustainable economy (Creativity, Culture and
Capital, 2021)

Application to Rural Creative Sector Real Estate:
Both P3s and P4s are highly relevant for rural creative real estate projects:

o For-Profit Models (P3s): Useful for initiatives like turning rural heritage buildings
into co-working spaces, cultural hubs, or boutique hotels, which can generate income

while preserving cultural value.

o Non-Profit Models (P4s): Ideal for community-focused projects, such as
converting an abandoned church into a museum or a community center, where the

goal is cultural preservation rather than financial profit.

By blending for-profit and non-profit approaches, rural creative real estate projects
can balance financial sustainability with cultural and social impact, ensuring both
private and public stakeholders benefit from their involvement.

The Public-Private-People Partnership (P4) model is a collaborative framework
that brings together communities, private entities, and public institutions to address
shared challenges, particularly in cultural heritage conservation and adaptive reuse.
This model emphasizes the active involvement of local citizens and organizations,
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creating a unique structure that is both formal and informal, enabling flexibility and
inclusivity.

How the P4 Model Works:

The P4 model creates a dynamic space where diverse stakeholders collaborate to
solve common problems. It transforms citizens from passive observers into co-
designers, co-producers, and co-evaluators of projects (Rizzo et al., 2014). This hands-
on involvement ensures that initiatives reflect the needs, values, and aspirations of the
community while fostering a sense of ownership and responsibility.

Unlike traditional models that rely heavily on public or private entities, the P4
approach thrives on mutual trust and accountability among stakeholders. It
encourages cooperation between individuals, groups, and private sector players,
creating a balance of power and responsibility. This trust-driven collaboration is
particularly important for smaller or less well-known heritage sites, where local
engagement is key to success.

While iconic landmarks like the Colosseum often receive global attention and
significant funding, smaller heritage sites referred to as “minor heritage” are
frequently overlooked. These sites, often located in rural or underrepresented areas,
require locally-driven efforts for their conservation and revitalization. The P4 model is
uniquely suited to these contexts, as it mobilizes community resources and local
expertise to address funding and management challenges.

For example:

o Local Actor Involvement: Smaller heritage projects rely on the active participation
of local residents, NGOs, and small businesses to provide financial and operational

support.

e Resource Mobilization: Community-led initiatives such as crowdfunding, local

fundraising, and volunteering become essential tools for sustaining these projects.

Relevance to Rural Creative Real Estate

The P4 model has significant implications for rural creative real estate projects. By
involving local communities in the planning and execution phases, this approach
ensures that projects align with local cultural and economic goals. Some examples
include:

1. Community-Driven Transformation: Turning abandoned rural buildings into
cultural hubs, artisan workshops, or co-working spaces with active input from local

residents.
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2. Long-Term Sustainability: Local involvement fosters a strong sense of
ownership, ensuring that projects remain viable and beneficial to the community over

time.

3. Cultural Preservation: The model emphasizes protecting and celebrating local

heritage while integrating it into modern economic frameworks.

Ultimately, the P4 model is about building stronger, more resilient communities.
By involving people in every stage of the process, it bridges the gap between heritage
preservation and sustainable development. Whether it’s a historic building in a rural
village or a community center in a small town, the P4 approach ensures that the value
of these spaces is preserved for future generations (Boniotti, 2021).

2.10.1.  Tools for public-private-people partnership

Civic crowdfunding is a modern financing method that connects communities
through online platforms to support public and creative projects. Unlike traditional
fundraising, it engages a large network of backers, consolidating small contributions
into significant funding. These platforms also link supporters, fostering a sense of
shared ownership and collaboration.

This approach actively involves communities in planning, developing, and
implementing projects. It empowers citizens to contribute directly to initiatives like
creating public spaces, restoring heritage buildings, or reusing abandoned rural
properties for cultural or creative purposes. By aligning local needs with funding, civic
crowdfunding ensures projects reflect the community's priorities.

Through this model, people not only fund projects but also strengthen community
bonds, making it an effective tool for sustainable development and cultural
preservation (Boniotti, 2021).

Figure 17- P4 tools, level, and kind of people involvement [Source: Boniotti ,2013]
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2.10.2. Mechanisms of PPPs

o Lease Agreements: Governments retain ownership while granting operational
rights to private investors under conditions that emphasize cultural and community

objectives.

« Concession Models: Private entities operate rural properties for a fixed term,
focusing on income-generating activities such as tourism while preserving cultural
significance.

Advantages:

e Risk Sharing: Financial and operational risks are distributed across

stakeholders, reducing individual burdens.

e Access to Expertise: Private entities contribute specialized skills in marketing,

real estate management, and tourism development.

o« Long-Term Growth: PPPs enhance job creation and attract investments,
fostering economic stability in underserved rural regions (Morena et al., 2021).

Challenges:

e Regulatory complexities can delay projects and deter private investors.

o Balancing public preservation goals with private profit motives can be

challenging.

Risk of over-commercialization, which can undermine cultural authenticity
(UNESCO, 2013)

2.11. Co-Ownership Models

Fractionalization means many things to many people. Shares in REITs, syndicates,
tenants-in-common, and even land subdivisions and strata titles are all examples
(Graham & Baum).

During initial discussions surrounding this research, the need to define certain
foundational concepts became evident. At its core, fractionalization of resources
among individuals or groups emerges as a cornerstone of civil society. Throughout
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history, both social and economic motivations have driven the division of assets, and
historical records reveal diverse approaches to this practice (Graham & Baum).

In ancient Mesopotamia, for instance, Johannes Renger draws attention to the
contrasting land tenure systems in Babylonia and Assyria. These differences, which
date back to at least the fourth millennium BCE (Renger, 1995), were closely tied to
variations in agricultural practices and institutional frameworks. Thousands of years
later, as the common era began, even Plato questioned the equity of land distribution
systems. By the 18th century, this debate took a dramatic turn with legislation like the
Popery Act of 1704 in Ireland. This law curtailed landowning rights for the Catholic
majority, mandating that land inheritances be equally divided among the deceased’s
Catholic sons. While the intent may have been to fragment wealth and reduce Catholic
landholdings, the result was a progressive shrinking of estates and an increasing
reliance on subsistence crops like potatoes a precursor to significant societal challenges
(Fitzpatrick, 2020).

Even earlier, philosophers like Rousseau critiqued the origins of private ownership
itself, famously reflecting: "The first man who, having enclosed a piece of land, thought
of saying ‘this is mine,” and found people simple enough to believe him, was the true
founder of civil society." This enduring tension between individual ownership and
communal benefit underscores the complexities of fractionalization. In modern times,
these principles form the basis of co-ownership models, offering a structured
framework for distributing resources in a way that balances equity, efficiency, and
shared responsibility (Graham & Baum).

In more recent history, fractional ownership has continued to evolve through
various legal and institutional frameworks. For example, the United Kingdom’s
Trustee Act 1925 restricts the number of legal owners for real property to a maximum
of four. In contrast, this limitation does not exist in countries such as France and
Belgium, both of which operate under civil code systems that approach property
ownership differently.

To address the complexities of individual apartment ownership within shared
buildings, Germany introduced the Wohnungseigentumsgesetz (Apartment Ownership
Act) in 1951. This legislation allowed for the direct ownership of individual units
within a multi-unit structure (Sherry, 2016). A similar concept was adopted almost a
decade later in the Australian state of New South Wales with the introduction of strata
titles. Both frameworks were pivotal in enabling individuals to hold exclusive
ownership rights over distinct units while sharing collective ownership and
responsibility for common areas of the building (Graham & Baum).

Around the same period, in 1960, the United States Congress established the
concept of the real estate investment trust (REIT). REITs were designed to provide
individual investors with access to the benefits that were previously only available to
large institutional investors namely, ownership and financing of diversified portfolios
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of commercial real estate (Block R. L., 2011). Since their inception, REITs have been
adopted in over 40 countries worldwide, demonstrating their versatility and appeal in
democratizing access to real estate investment (Graham & Baum).

These examples illustrate how fractional ownership has been continually adapted
to address the evolving demands of property markets. From shared building
ownership structures to investment vehicles like REITs, these frameworks balance
individual ownership with collective benefit, offering valuable insights for
contemporary co-ownership models.

Co-ownership models are emerging as an effective strategy for rural revitalization,
particularly in creative industries. These models allow multiple stakeholders local
governments, private investors, and community members to share ownership of a
property. This collaborative approach not only reduces financial risks but also ensures
alignment with local community needs. Research highlights their success in balancing
financial returns with cultural preservation and social benefits (Anelli & Tajani, 2023;
Boga & Topcu, 2020).

In Italy, co-ownership has been effectively implemented in public-private
partnerships for heritage conservation. For example, co-ownership frameworks in
rural areas have been used to restore historical villas and repurpose them into creative
hubs, maintaining community ownership while attracting external investments
(Cattivelli & Stawinoga, 2023).

Research from France and the US demonstrates that co-ownership fosters collective
responsibility, ensuring cultural assets remain accessible to the community. Flexible
ownership stakes also make these models more resilient, as investors can buy or sell
shares based on project needs (Batra, 2022).

Pros and Cons
Pros:

e Spreads financial risks across multiple stakeholders.
e Maintains community control and cultural alignment.
« Allows adaptability to market changes, improving project resilience.

Cons:

e Legal and administrative complexities, particularly for larger projects.
o Risk of conflicts among stakeholders, slowing decision-making.

o Limited scalability in low-density rural areas requiring substantial capital.
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2.12. Blockchain

Blockchain technology, originally designed for cryptocurrency transactions, has
evolved into a revolutionary tool for managing complex systems in various industries,
including real estate and the creative sector. In rural areas, where traditional systems
of governance, finance, and resource allocation are often lacking, blockchain offers
transformative potential. By combining decentralization, transparency, and
automation, blockchain technology can facilitate sustainable development,
particularly in rural creative real estate.

It was revealed that when using the blockchain system, all real estate transactions
proceed faster, safer, and cheaper.

To increase competitiveness, it is necessary to introduce innovative digital
technologies, including blockchain technology.

Initially, blockchain technology was used to verify transactions that occurred in
Bitcoin. Currently, as a result of the evolution of the development of blockchain
technology, there are three stages in the development of this technology. Blockchain
1.0, is like a payment system. These are mainly cryptocurrency transactions that are
used in different applications related to financial transactions. Blockchain 2.0 uses
smart contracts /clever contracts/ namely, applications in economics and finance that
work with various types of economic tools, such as stocks, bonds, and legal titles.
Blockchain 3.0 is an application that has gone beyond the scope of financial
transactions and extended its effect to the fields of government, energy, healthcare,
education, real estate, and other industries (Pankratov et al., 2020).

2.12.1. Blockchain in Real Estate; Experience and Prospects

Blockchain technology has emerged as a transformative force in the real estate
sector, promising enhanced speed, security, and cost-efficiency in property
transactions. Originating as a mechanism to verify cryptocurrency transactions,
blockchain has evolved through three developmental stages: Blockchain 1.0, focused
on payment systems and cryptocurrency transactions; Blockchain 2.0, introducing
smart contracts to manage economic tools like stocks and bonds; and Blockchain 3.0,
extending applications to non-financial sectors such as government, healthcare,
education, and real estate (Pankratov et al., 2020).

Applications in Real Estate

The application of blockchain in real estate is particularly impactful in three key
areas:
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1. Property Registration: Blockchain streamlines the registration of property
transactions by ensuring secure, transparent, and tamper-proof records. This reduces
fraud, eliminates reliance on paper documents, and transitions to fully electronic

transaction systems.

2. Smart Contracts: These automated agreements execute predefined terms
without requiring intermediary trust. For instance, smart contracts facilitate the
automatic transfer of property rights upon payment, ensuring efficient and secure

transactions.

3. Tokenization: Blockchain enables the tokenization of real estate, allowing
properties to be represented as digital tokens. This makes fractional ownership

possible and provides new avenues for investment and liquidity.

Advantages of Blockchain in Real Estate
The adoption of blockchain technology brings numerous benefits:

o Transparency and Security: Each transaction is decentralized and verified

across multiple nodes, reducing the risk of tampering or fraud.

o Costand Time Efficiency: Blockchain significantly lowers transaction costs and
reduces the time required to complete property transfers. For example, Sweden's use
of blockchain for cadastral operations is estimated to save taxpayers €100 million
annually while reducing property transfer timelines from two months to one week
(Kairos, 2022).

o Fraud Prevention: Blockchain’s immutable ledger prevents unauthorized
alterations, enhancing trust in real estate transactions. This is particularly valuable in

rural areas, where record-keeping systems may be less robust.

« Global Case Studies: Projects like ChromaWay's blockchain initiatives in
Sweden, Georgia, and India and Digital Street in the UK demonstrate the potential of

this technology to revolutionize property registration systems.

2.12.2.  Challenges and Future Directions
Despite its potential, blockchain faces hurdles in scaling for widespread adoption

in the real estate sector:

« High Costs: The transition to blockchain systems requires significant upfront
investments and technical expertise.
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o Complexity and Security: Smart contracts are prone to programming errors,
making their implementation complex and vulnerable to exploitation.

e Slow Adoption Rates: Many organizations are hesitant to overhaul existing
systems and adopt blockchain technology due to operational risks and a lack of
standardized frameworks (Hughes et al., 2019).

2.12.3. Integrating Blockchain with Creative and Rural Real Estate
Development

For rural creative real estate, blockchain offers innovative solutions:

e Funding and Ownership Models: Tokenization allows communities to
crowdfund projects and share ownership transparently. The digital age has introduced
innovative investment vehicles that have the potential to revolutionize entrepreneurial
financing. Among these, Initial Coin Offerings (ICOs) and Non-Fungible Tokens
(NFTs) stand out as prominent forms of tokenized funding, both deeply rooted in the
cryptocurrency industry. These technologies, powered by blockchain, offer a secure
and transparent system for digital ownership and trade, making them particularly
relevant to the cultural and creative industries (CCI) in the digital age (Patrickson,

What do blockchain technologies imply for digital creative industries?, 2021).

Initial Coin Offerings (ICOs):

ICOs, also known as "token offerings," represent a groundbreaking form of
entrepreneurial finance. Similar to investment-based crowdfunding, ICOs enable
individuals or firms to issue an open call for funding via the internet, allowing
investors to contribute using cryptocurrencies. Key features include:

e Decentralized Access: Entrepreneurs can reach global investors without relying
on traditional financial intermediaries like banks.

o Flexibility: ICOs can fund diverse projects, including digital art, music, or
creative platforms, aligning with the CCI’s dynamic nature.

e Transparency and Trust: Blockchain technology ensures all transactions are

publicly recorded, reducing the risk of fraud.

According to (Statista Research Departmen, 2024), “About 12 percent of real estate
firms used tokenization, according to a 2023 survey among 750 CFOs at major
companies worldwide. Tokenization is the use of blockchain and smart contracts to
divide a real estate asset into digital tokens, or cryptoassets. Approximately 20 percent
of respondents shared that their firm was in early-stage adoption, while 26 percent
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were piloting the technology. Meanwhile, about 13 percent of industry experts were
not interested.”

In addition, according to (Insight Ace Analytic, 2024), “The Real Estate
Tokenization Market Size was valued at USD 2.81 Bn in 2023 and is predicted to reach
USD 11.80 Bn by 2031 at a 19.9% CAGR during the forecast period for 2024-2031.”
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Figure 18- The real estate tokenization market size in 2023 [Source:
https://www.insightaceanalytic.com/images data/96179084.]PG]

Non-Fungible Tokens (NFTs):

NFTs, another form of tokenized funding, have emerged as a tool for digital
ownership of unique assets, such as artwork, music, and collectibles. For the CCI, NFTs
offer:

o Direct Artist-Backer Interaction: Artists can sell their works directly to
supporters, bypassing intermediaries and retaining greater control over their earnings.

e Programmable Royalties: Creators can set conditions for automatic royalty
payments whenever the NFT is resold, ensuring ongoing financial benefits.

Impact on the Cultural and Creative Industries

Tokenized funding mechanisms like ICOs and NFTs are reshaping the financial
ecosystem of the CCI by:


https://www.insightaceanalytic.com/images_data/96179084.JPG
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e Empowering Artists: These tools give artists direct access to global funding and
audiences, enhancing financial independence.

e Fostering Transparency: Blockchain ensures all transactions are traceable,
creating trust among backers.

e Promoting Innovation: Tokenized models encourage experimentation with new
creative formats and business models (Patrickson, What do blockchain technologies
imply for digital creative industries?, 2021).

Challenges and Future Potential
Despite their promise, tokenized funding comes with challenges:

e Regulatory Uncertainty: Many countries lack clear regulations, creating risks
for investors and entrepreneurs.

« Volatility: The cryptocurrency market is highly volatile, which can impact the
stability of tokenized funding.

o Accessibility: Not all creators or investors are familiar with blockchain
technology, limiting its adoption.

However, as blockchain technologies evolve and become more accessible,
tokenized funding has the potential to become a mainstream financial tool for the CCI,
particularly in rural creative industries. By integrating tokenized funding into their
financial strategies, these industries can attract investment, reach wider audiences, and
sustain creative innovation (Loots et al., 2022).

Project Oversight: Blockchain ensures accountability in public-private partnerships
(PPPs), critical for preserving cultural and community objectives.

Smart Contracts for Rentals: Automating lease agreements in cultural hubs
streamlines processes and reduces administrative burdens. According to (Loots et al.,
2022) findings, highlight the untapped potential of smart contracts and blockchain
technology in transforming the art market. These innovations could revolutionize how
artists are compensated and engage with their audiences.

For instance, smart contracts could enable:

e Revenue Sharing Models: Artists might receive a percentage of museum
admission fees or royalties from publications featuring their work. This ensures
ongoing financial benefits tied directly to the value their art generates.

e Collaborative Investment Trusts: Artists and stakeholders could pool resources
through blockchain-based platforms, enabling collective ownership and equitable
sharing of proceeds, such as resale royalties.

e Enhanced Transparency and Trust: By automating and securing financial
transactions, smart contracts reduce the risk of fraud, ensure prompt payments, and
create a verifiable record of all agreements.
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These applications not only provide artists with innovative ways to secure
sustainable income but also empower them to take greater control over how their work
is valued and monetized in the global art market.

2.12.4.  Application in rural areas

Rural areas are increasingly marginalized in a global economy dominated by
core/periphery development models, where economic and political focus centers on
urban regions, leaving rural areas underdeveloped. To counteract this, many rural
communities have turned to decentralized governance, which shifts decision-making
and resource management to local levels.

However, implementing decentralized governance comes with significant
challenges, including:

o Political Issues: Weak institutional structures often undermine the effectiveness

of local decision-making.

o Fiscal Constraints: Limited financial resources hinder the ability of rural areas

to self-govern effectively.

e Transparency and Accountability: Low participation rates and unclear

processes can lead to inefficiency and distrust.

Blockchain technology presents an opportunity to address these issues. As a social
innovation, blockchain can enhance transparency and accountability through its
tamper-proof and decentralized ledger. It enables communities to participate in
governance with increased trust, as all transactions and decisions are publicly
recorded and verifiable. Moreover, blockchain could provide tools for managing
resources, improving local economic systems, and fostering collective decision-
making in rural settings.

Rural areas, with their need for innovative solutions and localized governance,
could become ideal environments for experimenting with blockchain-based systems.
By integrating blockchain technology, rural regions can strengthen their governance
models, overcome marginalization, and position themselves as pioneers of innovation
in a global economy (Merrell, 2022).

Blockchain technology “enables a network of participants that do not know or trust
each other to agree on the state of a shared administration, without relying on human
intervention, a central point of control, or regulatory supervision” (Pelt et al., 2021).

Role in Governance
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Governance refers to the institutional mechanisms that enable two or more parties
to reach agreements and enforce decisions by fostering cooperation and coordination
between them. Over time, governance has evolved into three primary forms:

1. Mode 1: Hierarchical Governance
This traditional form places decision-making authority at the top of a vertical
hierarchy. It relies on centralized control, with decisions flowing downward through

structured levels of authority.

2. Mode 2: Horizontal Governance
In this form, decision-making becomes more inclusive by involving a broader range
of stakeholders, such as private sector entities and civic society. This approach allows

for shared responsibilities and greater diversity in perspectives.

3. Mode 3: Network-Based Governance
Emerging more recently, this model distributes power and decision-making across a
decentralized network. Rather than relying on a single authority, governance is

shared among interconnected actors, creating a more collaborative and adaptable
framework (Merrell, 2022).

In the context of blockchain technology, network-based governance (Mode 3)
stands out as the most relevant model. This decentralized approach distributes power
and decision-making across a network rather than relying on a central authority. It
aligns seamlessly with blockchain's core principles, such as transparency,
immutability, and decentralized collaboration. Unlike traditional centralized models,
blockchain supports distributed governance, a system where decision-making and
resource management are shared across a network of participants.

Traditionally, decentralization has been understood as transferring decision-
making power and budget control from central governments to regional or local
authorities. While this approach has benefits, it often faces challenges like limited
resources and accountability. Blockchain takes decentralization further by introducing
distributed governance, where decisions and responsibilities are shared across a
network of participants rather than concentrated in one authority. This system:

« Encourages Inclusivity: By involving local communities, private entities, and

civic organizations, distributed governance ensures broader participation.

e Builds Trust: Blockchain technology records every decision and transaction on

a public ledger, making them transparent and verifiable.

e Reduces Corruption: The tamper-proof nature of blockchain minimizes the

chances of manipulation or fraud.
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Key Features of Blockchain
Blockchain’s unique characteristics make it ideal for governance:

1. Transparency: All participants in the network can access and verify records,

ensuring openness in processes.

2. Accountability: A full history of decisions and transactions is permanently

stored, enabling participants to track actions and hold others accountable.

3. Automation through Smart Contracts: Agreements like funding allocations or
property transfers can be automated using smart contracts, which execute transactions

only when predefined conditions are met.

2.12.5. Applications in Rural and Creative Real Estate

For rural creative real estate projects, blockchain-based distributed governance
provides several benefits:
« Efficient Use of Resources: Blockchain ensures that funds and resources are

used as intended, reducing inefficiencies and misuse.

o Community Participation: Residents and stakeholders can directly contribute

to decision-making processes, ensuring that projects align with community needs.

o Simplified Transactions: Smart contracts can automate processes like rental

agreements or funding releases, making transactions faster and more secure.

Simplifying Governance Challenges

In rural areas, governance often struggles with low participation, lack of trust, and
resource limitations. Blockchain technology addresses these issues by creating a
system where all actions are transparent, decisions are collectively made, and
resources are efficiently allocated. This is especially beneficial for creative projects in
rural areas, where collaboration and community involvement are critical for success
(Merrell, 2022).

By integrating blockchain into governance, rural and creative real estate projects
can build stronger, more resilient communities while ensuring fairness and efficiency
in decision-making and resource management.

2.12.6. Alintegration with Blockchain

The future of blockchain in rural creative real estate lies in its integration with
artificial intelligence (AI). Al can enhance blockchain applications by:
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» Predicting the success of creative projects based on historical data.
e Automating property valuation and risk assessments for rural investments.

e Optimizing crowdfunding campaigns by analyzing investor behavior.

Fourth-Generation Blockchain:

Emerging technologies such as fourth-generation blockchains promise:
o Greater scalability to accommodate rural markets.

e Advanced governance systems for PPPs.

e Enhanced utility for managing digital identities and property rights.

2.13. Digital and Financial Inclusion (FinTech)

According to the European Central Bank, the term "FinTech" (Financial
Technology) gained prominence in 2014, referring to the rapid emergence of digital
tools, platforms, and systems designed to enhance financial services by improving
accessibility, reducing costs, and increasing efficiency FinTech encompasses a broad
range of technological innovations applied within the financial sector, including
mobile banking, digital payment systems, blockchain technology, and algorithm-
driven investment platforms. These advancements play a crucial role in both
supporting traditional financial institutions and creating alternative financial solutions
that expand access to capital for businesses and individuals.

FinTech (Financial Technology) encompasses a range of digital financial services
and innovations. According to (Ma & Liu, 2017), FinTech includes digital payments,
digital finance, robo-advisors, crowdfunding, cryptocurrencies, and the markets and
services facilitated by cryptocurrencies. These technologies contribute to the
development of financial services by increasing efficiency, accessibility, and cost-
effectiveness.

The rise of financial technology (fintech) has revolutionized the financial services
sector, offering significant opportunities to address some of the most persistent
challenges in traditional banking. By improving financial inclusion, reducing costs,
and making services more accessible, fintech has reshaped how people and businesses
interact with financial systems. These advancements are particularly meaningful in
underserved regions, where traditional banking systems often fail to reach those in
need ( Adeleke et al., 2024).
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One of the most profound contributions of fintech is its role in promoting financial
inclusion. Through digital platforms, fintech has opened doors for individuals who
were previously excluded from formal financial systems, particularly in developing
countries and rural areas. For example, mobile banking and digital wallets have
enabled people in remote locations to save, transfer money, and participate in
economic activities without requiring access to physical bank branches. This
democratization of financial services empowers millions, allowing them to build
financial independence and contribute to local economies (Mpofu, 2024). These
innovations are especially valuable for communities seeking to pool resources for
collective goals, such as regenerating rural spaces into creative hubs initiatives that
require accessible and inclusive financing solutions.

In addition to inclusion, reducing costs is a significant achievement of fintech. By
automating processes and eliminating intermediaries, fintech has drastically lowered
the costs of delivering financial services. Blockchain technology, for instance, enables
faster, more affordable transactions by bypassing traditional middlemen. Similarly,
fintech companies operate with lean business models, which allow them to pass
savings to customers through lower fees for services such as digital payments. This
cost efficiency makes financial services more attainable for both individuals and small
businesses, which is particularly beneficial for rural enterprises and creative industries
where affordability is a critical factor (Bhatnagar & Mahant, 2024).

Perhaps most importantly, fintech has dramatically increased the accessibility of
financial services. Digital platforms now allow users to manage their finances anytime
and anywhere using just a smartphone or computer. This has proven transformative
for rural communities, where traditional banking infrastructure is often scarce or non-
existent. For example, in India, fintech companies have played a key role in bringing
financial services to remote areas, fostering economic growth, and narrowing income
gaps (Adeleke et al., 2024). Fintech also addresses one of the most persistent challenges
faced by small and medium-sized enterprises (SMEs): access to financing. Many SMEs,
especially in underserved regions, struggle to secure loans from traditional banks.
Fintech platforms have filled this gap by offering more flexible and accessible
financing options, enabling SMEs to grow and thrive (Oluokun et al., 2024).

These developments align with the challenges and opportunities explored in your
work on alternative finance models for rural real estate and creative spaces. By
integrating accessible, low-cost, and inclusive financial solutions, fintech can empower
rural communities to transform vacant buildings into creative hubs. Moreover, the
flexibility of fintech platforms in offering tailored financing aligns with co-financing
strategies that pool resources from diverse sources, such as crowdfunding and impact
investing ( Adeleke et al., 2024).

Fintech’s innovations are not just about financial transactions they represent a shift
toward empowering individuals and communities, reducing barriers, and enabling
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growth in regions and sectors that have long been overlooked. These qualities make
fintech a critical enabler of sustainable, community-driven development in
underserved areas. Digital and financial inclusion are crucial for fostering
entrepreneurship and supporting economic growth, especially in rural areas. These
two aspects play a vital role in bridging gaps between urban and rural regions,
empowering individuals and enterprises to access resources, markets, and services
necessary for sustainable development ( Adeleke et al., 2024).

Financial inclusion refers to ensuring individuals and businesses have access to
affordable and useful financial products and services, such as credit, savings,
insurance, and payment systems. For rural areas, financial inclusion addresses a
significant challenge limited access to traditional banking infrastructure. Studies show
that rural regions often suffer from fewer financial service points, which restrict local
businesses and communities from accessing capital and managing their financial
needs effectively (Romero-Castro et al., 2023). (Allen et al., The foundations of financial
inclusion: understanding ownership and use of formal accounts., 2016) find that a
more enabling environment to access financial services is associated with greater
financial inclusion. In the context of African countries, (Ajide, 2020) finds a significant
and positive effect of financial inclusion on entrepreneurship

In areas where financial inclusion is prioritized, the results are notable. Research
indicates that a higher number of bank branches per capita is directly linked to
increased economic activity and self-employment growth in rural areas. For example,
in Europe, regions with well-distributed banking infrastructure experience higher
business activity compared to those with sparse financial services (Eurostat, 2023).
Furthermore, financial inclusion is particularly impactful for female entrepreneurs, as
studies in African and Asian contexts reveal that access to financial resources
significantly boosts their participation in business activities ( (Fan & Zhang, 2017; Goel
& Madan, 2019).

Despite advancements in fintech and digital banking, financial exclusion remains
arisk in many rural areas, especially where populations are aging or reluctant to adopt
new technologies (Fernandez-Olit et al., 2020). Bridging this gap requires targeted
interventions, such as increasing access to digital banking tools and fostering financial
literacy among underserved communities.

While fintech has created incredible opportunities, it also comes with challenges
that need to be managed to ensure sustainable growth. Issues like cybersecurity, fair
regulations, and consumer protection are critical for maintaining trust and ensuring
fintech continues to benefit underserved communities (Zakaria et al., 2024).

Cybersecurity is essential, as fintech platforms must protect user data and prevent
cyberattacks. This is especially important in rural areas where trust in financial tools
is key to empowering communities. Similarly, regulatory compliance must balance
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innovation and safety, ensuring that fintech grows responsibly while supporting
projects like rural regeneration. Finally, consumer protection is vital for educating
users, ensuring transparency, and preventing exploitation, especially for those new to
digital finance ( Adeleke et al., 2024; Zakaria et al., 2024).

Digital inclusion ensures that individuals and businesses can effectively use
information and communication technologies (ICTs), such as the internet and digital
platforms. For rural areas, digital tools are transformative, enabling entrepreneurs to
overcome geographic isolation and connect with larger markets. Broadband access
and ICT infrastructure investments are essential in this regard, as they facilitate
communication, commerce, and innovation.

A report by the European Commission highlights that only 60% of rural
households in the EU had broadband internet access as of 2022, compared to 90% in
urban areas. This digital divide limits opportunities for rural entrepreneurs to fully
participate in the global economy. However, regions that have invested in broadband
infrastructure have seen significant economic and social benefits. For instance, studies
show that internet access encourages workforce relocation to rural areas, supporting
population retention and economic diversification (Ahmad et al., 2021).

Digital inclusion is also closely tied to the rise of digital entrepreneurship. Many
rural entrepreneurs now leverage e-commerce platforms and digital payment systems
to reach new customers and streamline operations. Investments in ICT infrastructure
not only support these activities but also act as social and technological interventions
that enhance the overall quality of life in rural regions (Romero-Castro et al., 2023).

As an example, (Deller et al., 2019) clarify that technological progress has a key
influence on the development of both (religious) tourism and entrepreneurship. The
Internet has significantly contributed to the expansion and internationalization of
pilgrimage destinations and has also been identified as a driver of entrepreneurship.

When digital and financial inclusion are combined, the impact is profound. For
example, digital financial services, such as mobile banking and e-wallets, offer an
accessible way for rural communities to manage their finances without relying on
traditional banking systems. In China, digital inclusive finance has been shown to
increase agricultural productivity and integrate rural industries into broader supply
chains (Fan & Zhang, 2017). Similar outcomes are observed in European rural regions,
where fintech solutions are gradually addressing the gaps left by traditional financial
institutions.

By fostering both digital and financial inclusion, rural areas can enhance economic
participation, reduce inequality, and empower communities to thrive in an
increasingly interconnected world. Policymakers must prioritize investments in
broadband infrastructure, digital literacy programs, and inclusive financial services to
unlock the full potential of rural entrepreneurship and innovation.
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2.14. How do the Technology and Alternative
Financing Models Address Risks?

Alternative financing mechanisms, such as peer-to-peer (P2P) lending and
crowdfunding, provide borrowers with access to capital outside of traditional banking
systems. While these models may seem less risk-averse compared to banks, they still
face significant financial uncertainties, primarily concerning the borrower's ability to
repay loans with interest on time (Obiora & Csordas, 2017).

From the lender’s perspective, alternative lending can sometimes resemble
gambling rather than a structured investment. Unlike banks, which rely on
institutional risk assessment frameworks, individual lenders in P2P networks or
crowdfunding platforms must assess risk based on limited financial data and non-
traditional credit indicators. This creates a higher level of unpredictability, particularly
with smaller borrowers who may have unstable financial conditions or limited credit
history (Obiora & Csordas, 2017).

A fundamental way to understand this risk is through the expected return formula,
which calculates the potential outcome of an investment (Obiora & Csordas, 2017):

Expected Return
= (Gain on Success X Probability of Success)
+ (Loss of Failure X Probability of Loss)

For lenders, this equation highlights the significant possibility of financial loss,
especially when lending to individuals with uncertain repayment abilities. The smaller
or less financially secure the borrower, the harder it is to predict their ability to repay,
increasing the overall risk of lending (Obiora & Csordas, 2017).

How Alternative Financing Models Address Risk:
Peer-to-Peer (P2P) Lending Risk Mitigation:

Lenders attempt to minimize exposure to bad loans by evaluating multiple
borrowers.

They rely on soft information, such as peer reviews, social capital, and past
transaction behavior, to gauge creditworthiness (Iyer et al., 2009).
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Some platforms offer rating systems, allowing lenders to make more informed
lending decisions based on previous borrower interactions.

Crowdfunding and Risk Distribution:
Unlike P2P lending, crowdfunding spreads risk across a larger group of lenders.

Instead of a single lender bearing the full loss, multiple contributors share financial
responsibility, significantly reducing individual risk exposure.

This collective financing model creates a safety net, as even if some contributors

experience losses, the impact is less severe due to diversification (Belleflamme et al.,
2014).

Integrating Al and spatial decision support systems (SDSS):

It can significantly improve risk management in rural creative real estate projects.
These tools allow for real-time risk assessments, enhancing the predictability and
attractiveness of co-financing models.

Application:
e Risk Index Models: (Anelli & Tajani, 2023) propose spatial risk indices that

evaluate real estate risks at sub-municipal levels, which can be integrated into public-

private partnerships to mitigate potential losses.

e Crowdfunding Optimization: Al-powered algorithms analyze historical data
and market trends to predict campaign success and investor behavior, optimizing

project outcomes.

e Real Estate Valuation: Al evaluates the financial and cultural viability of

adaptive reuse projects, helping stakeholders make data-driven decisions (Romero-
Castro et al., 2023).
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Figure 19- Benefits of FinTech in Real Estate Sector [Source: Ascendix Tech]

Despite the growing role of alternative finance in rural real estate development, the
sector remains exposed to risks such as liquidity shortages, investor confidence
fluctuations, and inadequate regulatory oversight. According to OECD research, non-
bank mortgage originators and crowdfunding platforms are more vulnerable to
market downturns, which can affect financing availability in rural creative industries.
Therefore, a balanced regulatory framework is required to protect investors and
ensure the long-term sustainability of alternative financing models in rural
development (OECD, 2021).

2.15. Comparison Framework of Alternative Financial
Models
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Table 5- Comparison Framework of Alternative Financial Models
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3 Methodology

This study employs a qualitative, multiple-case study approach to explore
alternative financial models for creative real estate in rural areas. Given the complexity
of rural revitalization and financial mechanisms, a qualitative approach is suitable for
capturing nuanced experiences and strategies that quantitative data alone cannot
address. A multiple-case study method allows for a deeper comparison between
different organizational approaches, revealing broader patterns and divergences.

The study is grounded in institutional theory, which examines how formal
structures (e.g., banking policies, regulations) and informal norms shape financial
decision-making. Institutional theory is useful for analyzing the gap between
traditional financial institutions and alternative models emerging in response to
perceived deficiencies in conventional funding for rural creative projects. This
framework helps to explain why alternative financing models gain legitimacy and
how they navigate institutional constraints.

By examining multiple cases, the study gains more robust evidence and enables
identification of common patterns or divergent strategies (Doctoral Students, 2019).
Each case is not treated as an isolated data point but as part of a holistic analysis of
alternative financing in rural creative sectors. This design ensures that findings are
grounded in contextual detail while also being analytically generalizable across cases.

Justification of Qualitative Methods: A qualitative approach is particularly
justified for this inquiry because alternative financing models in creative real estate
involve subjective perceptions, community dynamics, and context-specific
innovations. These nuanced factors are best understood through open-ended
engagement with practitioners, rather than solely through metrics. Qualitative
interviews enable uncovering the motivations, challenges, and decision-making
rationales of stakeholders — the “why” and “how” behind the adoption of novel
financial models. Furthermore, the study is exploratory and partly theory-building.
Direct input from experts and founders helps formulate hypotheses and conceptual
frameworks that future research can test quantitatively. This aligns with
methodological guidance for studying nascent phenomena: start with qualitative
exploration to map out concepts before large-N verification. For example, in the
cultural heritage finance domain, used qualitative case studies and interviews to
identify new partnership models not yet defined in literature, an approach mirrored
here in uncovering P4 (Public-Private-People Partnerships) and other hybrid financing
structures. In short, qualitative methods provide the rich, contextual insights needed
to understand innovative financial mechanisms in rural creative contexts.
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3.1. Case Selection and Participant Sampling

A purposeful case selection strategy was applied, focusing on three organizations
actively involved in alternative financing and creative real estate in rural areas:

Table 6- Participants in interview and reasoning

Profile and Role i
Participant rofrie and Role in Rational for Inclusion
study

Demonstrates a community-

Grassroots initiative is . o
driven model of revitalization

Co Transpose transforming rural
(Greece) spaces for cultural
and artistic use.

relying on barter economy,
small-scale funding, and
informal partnerships.

R licy-li
Social enterprise epresents a policy-linked

Rural Radicals | supporting alternative
(Netherlands/EU) | financial models for
rural creative spaces.

model, emphasizing structured
financing tools like crowd
equity and public-private

collaborations.
Illustrates a
KnOWledge.hub hybrid/institutional model,
documenting

Figurative (UK) balancing impact investment,

innovative real estate ,
grants, and sustainable revenue

financing models.

generation.

Case Selection Criteria: The three cases were deliberately selected to represent a
diverse spectrum of alternative financing approaches in rural creative real estate.

Co-Transpose is a grassroots social enterprise catalyzing creative reuse of rural
spaces, exemplifying community-driven finance. Rural Radicals is an intermediary
agency focused on culture-led rural development, offering a perspective on facilitating
projects and partnerships on the ground. Figurative is a specialized social finance
fund, representing the investor side of creative sector support. This diversity
(community-led, facilitation-focused, and finance-driven) captures different vantage
points on the same phenomenon, enabling triangulation of findings across cases.
Including multiple types of organizations strengthens validity by examining whether
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certain themes appear consistently despite different roles. Cases were also chosen for
their prominence and information-rich nature — each had a track record of innovative
projects and was recognized in their field, ensuring that interviews would yield
substantive insights. Finally, practical access played a role: the researcher had
networking access to the founders or teams of these initiatives (through industry
events and referrals), facilitating willingness to participate. Together, these criteria
align with a purposeful sampling strategy targeting cases likely to illuminate the
research questions.

The case studies analyzed in Chapter 5: Results of Desktop Analysis of Case
Studies were selected based on a purposeful sampling strategy designed to capture a
diverse range of alternative financial models applied to creative-sector real estate in
rural areas. Given the exploratory nature of this study, a multiple-case study approach
was deemed the most effective method for identifying patterns and extracting best
practices across different financing mechanisms.

The rationale for selecting these specific case studies was based on the following
criteria:

e Relevance to Alternative Finance for Creative Real Estate in Rural Areas

Each selected case represents an innovative approach to financing creative-sector real
estate in non-urban or peripheral regions. The projects embody different financial
models, allowing for a comparative analysis of their effectiveness, sustainability, and
scalability in supporting cultural and creative infrastructure development.

e Diversity in Financing Models and Approaches

To ensure a comprehensive examination of alternative financial mechanisms, the
selected case studies include a variety of financing strategies, such as:

- Community-based financing (e.g., cooperative ownership, crowdfunding,
community land trusts)

- Impact investment and blended finance (e.g., social impact bonds, mission-
aligned investor funds, regenerative finance)

- Public-Private-People Partnerships (P4) (e.g., cases where local government,
private investors, and community members co-finance projects)

- Hybrid models that combine multiple financing streams (grants, debt, equity,
revenue-generating components)

e Varied Stakeholder Perspectives

The cases were chosen to reflect different perspectives within the financing ecosystem:
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- Investor-Led Models: Cases where investment funds, social finance
organizations, or impact investors played a central role. It is showed that it can be
possible working in creative sectors or applying alternative financing models and have
a successful business and producing added value.

- Community-Led Initiatives: Projects where local communities initiated and
sustained real estate projects through alternative financing strategies. In addition for
example, in street performers case, the alternative financing strategies which can lead
to fostering creative sector and can show it is possible to support this sector in different
ways and by different alternative tools.

- Public Sector-Led Models: Cases where municipal, regional, or national policies
and funding mechanisms facilitated creative-sector real estate development.

e Demonstrated Impact and Documentation Availability

Each case study was selected based on availability of documented evidence
(reports, policy briefs, investor evaluations, or published articles) to allow for rigorous
comparative analysis. The projects analyzed have clear outcomes that illustrate the
effectiveness (or limitations) of the financial model employed.

¢ Geographical and Contextual Variation

The study aimed to include cases from different geographical regions to examine
how contextual factors, such as regulatory environments, market conditions, and
cultural policy frameworks, influence the success of alternative financing models.
While the primary focus is on Europe, cases from the U.S. and other regions were
included for broader applicability.

Case Study Categories and Selection Justification

The seven case studies and three companies for interview examined in Chapter 4 and
Chapter 5 fall into distinct thematic categories, reflecting their financing models:

- Category 1: Community-Driven Models

Example: Co-Transpose (Greece) — Community-led initiative repurposing rural
spaces with local fundraising, cooperative finance, and sweat equity.

Example: Bow Arts Trust (UK) — A creative workspace model combining social
investment, grants, and rental income for sustainability.

These cases demonstrate how community engagement and non-traditional finance
(such as community shares, co-ownership models) sustain cultural real estate projects
in rural or semi-rural settings.
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- Category 2: Impact Investment and Blended Finance

Example: Figurative (UK) — An impact fund specializing in financing creative-
sector projects with a blended approach (patient capital, grants, and loans).

Example: Root Capital (Global) — A mission-driven investment fund using first-
loss capital guarantees and risk mitigation strategies.

These cases illustrate the role of socially-oriented investors and structured finance
mechanisms in supporting creative real estate in undercapitalized areas.

- Category 3: Public-Private (P3) and Public-Private-People (P4) Partnerships

Example: €1 House Initiative (Italy) — A public sector-initiated program that
leverages private investment for rural revitalization through real estate acquisition
incentives.

Example: CLIC Project (EU-wide) — A multi-country experiment in cultural real
estate finance, testing various alternative financing mechanisms including social
impact bonds.

These cases show how government policies and multi-stakeholder financing
structures can unlock funding for creative real estate projects.

- Category 4: Digital and Crowdfunding-Based Models

Example: ITS Lending (Italy) — A real estate crowdfunding platform dedicated to
financing heritage building restorations.

This case highlights how digital finance platforms and decentralized investments
(crowd equity, peer-to-peer lending) can democratize real estate financing in the
creative sector.

3.2. Data Collection Methods

The primary data collection method consists of in-depth, semi-structured interviews,
supported by documentation and online resources.

Interviews: Conducted via video conferencing, each lasting 45-75 minutes. The
interview followed a structured guide covering three key themes:
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e Barriers to investment in rural creative real estate
e Successful alternative financing models
¢ Measuring impact and sustainability

Supplementary Documentation: Websites, reports, and articles about the selected
organizations were analyzed to triangulate findings.

e Data Analysis: Thematic Analysis

Interviews are analyzed using thematic analysis. The transcripts were coded for
emerging themes, identifying patterns related to financial barriers, innovative funding
models, and long-term sustainability.

4 Results from Interviews Analysis

This chapter integrates empirical insights from industry practitioners with
academic analysis. First, it presents a structured account of a qualitative interview
conducted with the co-founder of Co-Transpose — a leading initiative in repurposing
inactive rural spaces for creative use — highlighting key themes and lessons. Next, it
provides a scholarly introduction to two organizations at the forefront of innovative
real estate finance in the creative rural sector, Rural Radicals and Figurative, ahead of
planned interviews with their founders. Their business models and activities are
examined through the lens of existing literature and information from their official
communications. Thereafter, a discussion section analyzes the findings from the Co-
Transpose interview in light of academic literature on alternative financial models,
rural creative real estate investment, and P4 frameworks. This analysis situates the
practitioner insights within broader research on financing cultural projects and
community-engaged partnerships. The chapter also outlines the methodology
underpinning the research, detailing the qualitative approach used for interviews and
thematic analysis, and how this approach connects to financial theory.

This section presents a structured analysis of the qualitative data, balancing
immersive firsthand insight with scholarly interpretation. We first detail the key
themes and lessons from an in-depth interview with the co-founder of Co-Transpose,
a leading initiative repurposing inactive rural spaces for creative use. Rather than a
verbatim transcript, we synthesize the discussion into thematic narratives so readers
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can experience the practitioner’s perspective in a coherent story, while interweaving
academic context. Each theme from the interview is discussed with references to
literature that either support or contextualize the points made, ensuring that the
storytelling remains anchored in scholarly rigor. Following the Co-Transpose analysis,
we introduce two additional organizations — Rural Radicals and Figurative — which
will be the subjects of next interviews. We provide an academic overview of their
missions and financial models based on available information, articulating
expectations of themes to be explored in their interviews. By establishing these
frameworks now, we ensure consistency in thematic coding and interpretation across
all cases. The findings are ultimately interpreted with an eye toward the study’s wider
implications for investors, policymakers, and researchers interested in alternative
financing for rural creative spaces.

4.1. Case 1 - Co-Transpose, Greece

Background: Co-Transpose is a creative enterprise founded with the mission to
“reclaim inactive spaces” by catalyzing cultural projects in underutilized rural
properties. In practice, Co-Transpose identifies derelict or underused buildings in
villages and facilitates their transformation into creative hubs (studios, art centers,
community theatres, etc.) through innovative financing and partnerships. The co-
founder interviewed has overseen multiple such projects and offered reflections on
both the broader trends and on-the-ground challenges in financing rural creative real
estate.

Interview Format: The semi-structured interview (conducted in early 2025) covered
topics from high-level industry trends to specific project experiences. For clarity, we
organize analysis around major themes that surfaced: (1) Growing Focus on Rural
Revitalization, (2) Financial Barriers in Rural Creative Projects, (3) Alternative Funding
Models, (4) Case Illustrations, (5) Sustainability and Impact, and (6) Future Outlook.
Each theme is presented below with the co-founder’s key insights and relevant
scholarly commentary.
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Figure 20- Amphitheatre Project Space by Co Transpose, Dikea

1. Rural Revitalization Gaining Focus

One of the first discussion points was whether rural revitalization is becoming a
larger focus in the real estate and investment sector. The co-founder affirmed that rural
areas are increasingly on the radar of investors and policymakers in recent years. They
observed a rising awareness that rural regions hold untapped potential — from historic
buildings to unique landscapes — that can be leveraged for cultural and creative uses.
This marks a shift from past decades when investment largely bypassed rural projects.
The co-founder attributed this change to factors like the COVID-19 pandemic (which
spurred appreciation for remote living and working), and policy dialogues on regional
equity that highlighted rural needs. There is a sense that the narrative is slowly
changing: instead of viewing rural creative initiatives as marginal, more stakeholders
now recognize they can contribute to broader social and economic goals. However, the
interviewee cautioned that despite this growing interest, mainstream investors still
perceive rural creative projects as riskier and less profitable than urban ones. Legacy
perceptions persist that rural cultural ventures are “small scale” or lack growth
potential, which tempers investor enthusiasm. This insight echoes findings in recent
literature that note how rural creative industries’ contributions are often
overshadowed by an urban-centric mindset. (Hill & Rowe, 2021) write that rural
creative sectors are frequently seen as “too small to matter” and merely a subset of
urban creative economies, leading to skewed cultural policy and funding biased
toward cities.
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The co-founder argued that changing these perceptions is crucial. They suggested
that success stories of rural creative hubs need to be broadcast to demonstrate viable
returns — both economic and social — thereby debunking misconceptions about rural
risk profiles. This is consistent with the notion in rural development literature that
reframing the narrative can attract attention and resources to overlooked areas (Flora,
2016). In sum, Co-Transpose’s perspective is that rural creative regeneration is gaining
momentum as a concept, but there remains a gap between recognition and actual
investment. The interviewee’s practical insight provides a grounded nuance to the
optimistic policy statements. It implies that while high-level focus is increasing (e.g.,
national programs for “Levelling Up” regions), on-the-ground financing still requires
convincing skeptics. This lays the groundwork for why alternative models — beyond
conventional investors — are needed to bridge the gap.

2.Financial Barriers in Rural Creative Projects

When asked about the biggest financial barriers, the co-founder provided a candid
overview of obstacles impeding creative real estate development in rural areas. A
primary barrier identified is the lack of fit with traditional financing channels. Banks
and conventional lenders are often reluctant to fund projects like arts centers, creative
workspaces, or cultural venues in small villages. Such projects fall outside standard
real estate categories and lack the short-term profit guarantees that lenders seek. The
co-founder noted that rural creative projects typically have longer ROI (Return on
Investment) timelines — it takes years to build up an audience or revenue stream
around a new cultural space. This slow ramp-up conflicts with traditional investors’
expectations of quick returns or high liquidity. Indeed, many rural initiatives focus on
social value and gradual community growth, which doesn’t align with the high-yield,
fast-exit model of typical real estate development. Another barrier discussed was the
issue of collateral and low asset values. Rural properties often have depressed market
valuations compared to urban real estate. An old barn or village hall simply isn’t worth
much on paper, even if it has great potential once repurposed. This makes it hard to
use as collateral for loans. Lenders see little security in funding renovations of such
properties, fearing that if the project fails, the asset might not cover the loan.
Additionally, rural property markets are relatively illiquid - if an investor did need to
exit, selling a stake or finding a buyer is far harder in a remote area than in a city. The
co-founder emphasized this lack of exit options as a deterrent to investment. These
insights reinforce what academic and policy sources have pointed out: rural creative
ventures often fall into a “missing middle” of finance. They are too unconventional or
small for bank loans and commercial investors, yet often too large or capital-intensive
for micro-grants or local fundraising alone. A 2021 NICRE report observed that private
investment in culture flows disproportionately to cities, leaving rural projects
undercapitalized (NICRE, 2021; Bird, 2024). Arts Council England’s recent survey
similarly showed that rural areas receive significantly less private arts funding than
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urban centers, due not just to fewer wealthy patrons but also structural factors of
network access (Bird, 2024). The co-founder’s remarks put a finer point on those
statistics by detailing the investor mindset: long ROI cycles, low comparative property
values, and illiquidity combine to make rural creative real estate appear unattractive
under conventional risk-return analysis. Additionally, the co-founder mentioned
infrastructural costs: many rural buildings in question require substantial renovation
(e.g., converting a crumbling barn into a usable theater). Upfront capital needs are
high, and without initial subsidies or risk-tolerant funding, these projects can’t get off
the ground. Often, only public grants or philanthropy are willing to cover such pre-
development costs. All told, the interviewee painted a picture of structural financial
exclusion — not due to lack of worthiness of rural creative projects, but due to
misalignment with mainstream finance criteria. Understanding these barriers sets the
stage for why alternative models are needed, which the interview discussion turned
to next.

3. Alternative Funding Models and Their Efficacy

In response to which alternative financing models have been most successful in
overcoming the above barriers, the co-founder shared several strategies from Co-
Transpose’s experience and the broader ecosystem. No single model is a panacea;
rather, hybrid approaches are often employed. Key models highlighted included:

e Community Crowdfunding and Crowdequity: Co-Transpose has had
promising results with crowdfunding campaigns that invite local community
members and supporters to invest small amounts to fund the rehabilitation of a space.
This can take the form of donation-based crowdfunding (for charitable support) or
equity-like stakes (community shares in the project). The co-founder described a recent
project where hundreds of micro-investors collectively financed the conversion of an
abandoned farmhouse into an artist residency and gallery. Not only did this raise
capital, but it also built a sense of local ownership and buy-in. This approach aligns
with a larger trend of leveraging crowd finance to fill gaps left by banks. Studies on
crowdfunding in creative industries note that beyond money, backers become
engaged audience and ambassadors for the project. By distributing the financial stake
among many, crowdfunding spreads risk and taps into altruistic or community
motivations. In essence, it creates a “funding community” around the project. The
literature confirms that crowdfinance has become a viable tool for cultural projects,
though success often depends on having an existing network and compelling story.

e Public-Private-People Partnerships (P4): The co-founder emphasized
innovative partnership structures that involve public entities and the community
alongside private investors. One example was a project Co-Transpose facilitated where
a municipal government contributed by offering a building at a nominal rent, a
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regional cultural foundation gave a grant, and a cooperative of local citizens invested
equity. This tripartite arrangement — effectively a P4 model — blended support: some
public, some private philanthropic, and some community investment. The benefit, as
the co-founder noted, is aligning the project with local interests (through community
shares) while still tapping government and institutional support. This resonates
strongly with P4 concepts in academic literature. (Boniotti, 2021) and others argue that
bringing “the people” into public-private partnerships fosters stronger local buy-in
and can expedite problem-solving (Boniotti, 2021). The community’s involvement not
only adds funding but also legitimacy and local knowledge. Our interviewee’s story
mirrors this: the community co-ownership meant the project was tailored to local
needs and faced less resistance, while the city and foundation support lent credibility
and seed resources. P4 arrangements address exactly the issues noted earlier — by
combining strengths: public sector de-risks projects (with assets or grants),
private/philanthropic sources add capital and expertise, and community members
ensure relevance and share the load.

e Philanthropic and Social Impact Investors: Another alternative source
mentioned was impact-focused capital. Co-Transpose had instances where charitable
trusts or impact investment funds provided low-interest loans or “patient capital” to
a project, prioritizing social outcomes over profit. For example, a foundation dedicated
to rural development might offer a 10-year zero-interest loan to establish a creative
hub, being satisfied with community impact metrics as the return. The co-founder
noted that these kinds of investors accept more modest or deferred financial returns in
exchange for the social and cultural impact generated. This mirrors the rise of impact
investing in the cultural sector, wherein investors are willing to forego market-rate
returns if their money drives positive change. A report by Upstart Co-Lab notes that
some private investors are willing to accept lower-than-market returns in order to
support cultural projects with high community value (Upstart Co-Lab, 2021). The
notion of “patient capital” — capital that is happy with a long-term, slow reward - is
key here (Steiner & Blom, 2024; FasterCapital, 2024). The co-founder’s examples
included an arts impact fund that provided a flexible loan and a rural regeneration
charity that took an equity stake, both on terms that a commercial bank never would.
These sources often came into play when a project had clear social benefits (e.g., youth
engagement, heritage preservation) that aligned with the funder’s mission.

Overall, the co-founder stressed that blending these models is often the recipe for
success. A single alternative channel rarely covers the full capital need or risk
mitigation. But by combining community crowdfunding, grants, and ethical
investment, Co-Transpose has been able to assemble financing packages that not only
raise sufficient funds but also spread risk among parties and bake in a mission-driven
ethos. This concept of blended finance for social projects is well-noted in literature:
mixing public, private, and third-sector funds can achieve what each alone cannot
(OECD, 2019). Importantly, the inclusion of community or public funds often changes
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the governance of the project — making it more stakeholder-oriented — which can help
ensure the venture prioritizes cultural and social outcomes over pure profit. The
interview made clear that these alternative models are not without challenges either
(e.g., crowdfunding requires significant marketing effort; P4 requires managing
diverse stakeholders; impact investors may still expect eventual sustainability). But
Co-Transpose’s experience shows they can work in practice, as illustrated next by
specific cases.

4. Case Illustrations from Co-Transpose’s Portfolio

To ground the discussion, the interviewer and co-founder went through a couple
of concrete case studies that exemplify the above concepts. One example of standout
was the revitalization of a historic rural cinema that Co-Transpose helped orchestrate.
The cinema, dating to the 1930s in a declining village, had long been closed and was
falling apart, but the community deeply valued it as a heritage site.

The project unfolded as follows: a cooperative of local residents was formed to buy
the property (each member investing a modest amount), a nationwide crowdfunding
campaign was run to solicit contributions from former residents and cinephiles, and a
regional arts council provided a grant for renovation. Through this mosaic of funding
— community shares, crowdfunding, and a public grant — the derelict cinema was
purchased, restored, and re-opened as a multi-functional cultural venue (for film
screenings, live performances, community events). The co-founder highlighted that no
single stakeholder could have achieved this alone: the local community lacked
sufficient capital individually; private investors had no interest initially; and
government funds alone were insufficient. But the coordinated alternative model
made it feasible. Today, that rural cinema operates sustainably via ticket sales and
space rentals, and its success has radiating effects: it spurred nearby small businesses
and increased local pride and youth engagement in the arts. This story vividly
demonstrates the power of co-ownership and community finance in rural
placemaking. It illustrates how sharing ownership (through a coop and crowdfunders)
not only raised money but built a built-in audience and steward group for the venue.
It also aligns with research that co-ownership models can distribute risk and keep
control local, often resulting in not just economic gains but cultural preservation
outcomes. The co-founder’s anecdote confirms such theoretical benefits in real life.
Another case the co-founder referenced (interestingly, outside Co-Transpose’s own
portfolio) was a creative incubator in a decommissioned train station. That project was
funded by a blend of a national heritage trust fund, a local crowdfunding effort, and
even a municipal bond aimed at regenerating rural areas. While Co-Transpose was not
directly involved, the co-founder mentioned it to show that these patterns of mixing
capital sources are emerging elsewhere too. In that train station project, each partner
filled a role: public sector offered initial seed funding and a physical asset, community
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crowdfunding demonstrated public support and filled small funding gaps, and a bond
(backed by government credit) provided larger scale capital. This again exemplifies P4
in action: an alliance of public, private (bond investors), and people resulted in a
creative space that no actor would fund alone. The co-founder used it to emphasize
that mixing capital is often essential — and that innovative instruments like municipal
social bonds can also play a part. In theory, this aligns with what P4 proponents
advocate: more flexible, multi-party arrangements can unlock dormant projects
(Boniotti, 2021).

These concrete illustrations reinforce the earlier points: alternative financing is
feasible and effective, but it typically requires orchestration of multiple contributors.
Co-Transpose often plays the role of orchestrator or facilitator, putting the puzzle
pieces together. This leads to an insight that the interview surfaced implicitly: a
successful rural creative project often hinges on having an intermediary or champion
(like Co-Transpose or Rural Radicals) who can blend funding streams and align
stakeholders. That has implications for policy (perhaps the need to support such
intermediaries), which we will revisit.

5.Long-Term Sustainability and Impact Measurement

A recurring theme in the interview was how success is defined and measured
beyond just financial returns. The co-founder was keen to discuss the long-term
sustainability of projects and how they track social impact, which related to questions
about metrics and outcomes. From Co-Transpose’s perspective, a project’s success is
evaluated in a holistic, triple-bottom-line manner — financial viability is necessary but
not sufficient. The organization closely monitors metrics such as community
engagement (e.g., number of local participants or volunteers, new jobs or enterprises
created), cultural output (events held, artists hosted, heritage assets saved), and even
environmental benefits (like carbon savings from reusing a building). These indicators
are reported to stakeholders, especially when dealing with investors or public funders
who explicitly care about such outcomes. The co-founder gave an example: after a
creative hub opened, they measured that tourist visits to the town increased 30%, a
data point that helped convince the local council to extend support via a low-cost lease
. This kind of evidence of spillover benefits is crucial in maintaining multi-sector buy-
in. The emphasis on qualitative outcomes matches the ethos of impact investing and
social finance, where returns are not just monetary. It aligns with emerging practice in
cultural investment to account for social value creation. For instance, frameworks in
impact investing literature often talk about social return on investment (SROI) or
similar constructions, which attempt to quantify things like community wellbeing.
Our interviewee described it in practical terms: a revitalized property yields returns in
community pride, youth retention, cultural vibrancy — aspects that do not show up on
a balance sheet but are very real. Such an approach reflects the “triple bottom line”
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thinking (social, environmental, financial performance) that is increasingly advocated
in sustainable development circles. On the financial side of sustainability, the co-
founder stressed that while alternative financing can kick-start a project, the site must
ultimately move toward a viable business model to survive long term. For example,
once a rural art center is set up through grants and community funding, it should
ideally generate steady income (through ticket sales, memberships, renting space, a
café, etc.) to cover its operating costs. Co-Transpose actively advises local project teams
on developing multi-use or hybrid business models to diversify income streams. Many
rural cultural centers, they noted, become multi-functional out of necessity — perhaps
part community center, part tourist attraction, part co-working space — to ensure year-
round usage and revenue. This observation aligns with literature on rural creative
placemaking which finds that multi-use hubs are more sustainable. (Markusen &
Gadwa, 2010), for instance, documented that successful creative placemaking projects
often bundle activities (e.g. arts + commerce + education) to maximize resource
utilization and financial resilience. Another challenge discussed was exit strategies for
investors in these community-based models. Unlike a typical real estate development
where a developer can sell their stake after adding value, community-financed projects
don’t have obvious exit mechanisms — you can’t easily “sell” a community share to an
external buyer. The co-founder mentioned that Co-Transpose is experimenting with
creative solutions, such as buy-back schemes where the cooperative might gradually
buy out an investor’s shares or converting some crowdfunders from investors into
donors over time (essentially forgiving their financial return). This is an evolving
aspect of alternative finance: balancing patient capital with the reality that some
contributors might eventually want liquidity. Designing “ethical exits” is a topic just
starting to appear in social finance literature. It underscores that innovation is not only
needed in raising funds but also in maintaining and unwinding these arrangements
responsibly. In summary, the interview underscored that measuring success in rural
creative investments requires broad metrics and a long-term outlook. Alternative
models come with an implicit understanding of “slow returns” and mixed outcomes.
The co-founder’s approach of tracking community and cultural impact demonstrates
how practitioners are providing evidence to justify the patience of mission-driven
investors — essentially proving that their money is yielding real change, just in a
different currency (social good). This approach lends credibility when asking for
continued support from public bodies or impact funds, thereby creating a virtuous
cycle: proving impact, secure extended funding or policy support, which helps ensure
sustainability.

6. Future Outlook — Technology and Trends

Toward the end of the interview, attention turned to the future: what emerging
trends or technologies might influence alternative financing for rural creative real
estate? The co-founder expressed cautious optimism that this niche is gaining traction.
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They noted that governments and major organizations (especially in Europe) are
launching initiatives for rural innovation and creative economy development, which
could translate into more funding opportunities. For example, the EU has programs
targeting cultural infrastructure in peripheral regions. Such institutional interest may
create new financing streams, like dedicated rural culture grants or public-backed
investment funds.An interesting concept the co-founder mentioned was that Co-
Transpose is advising on a pilot idea of a “Creative REIT” — a Real Estate Investment
Trust focused specifically on cultural properties. If realized, this could provide a more
liquid, large-scale investment vehicle to channel private capital into portfolios of rural
creative spaces (packaging multiple projects to diversify risk)

A Creative REIT would essentially allow investors to buy shares in a fund that
owns many cultural venues, thus overcoming the single-project risk. This idea is still
nascent, but it shows the creative thinking happening to bridge mainstream finance
and alternative models. Regarding technology, the co-founder was intrigued by but
measured about trends like blockchain and tokenization. In theory, blockchain could
enable fractional ownership of properties through digital tokens, allowing people
globally to invest small amounts in a rural art center, for instance. The interviewee
noted that while Co-Transpose hasn’t implemented such systems, they are watching
experiments where villages issue community tokens to fundraise. Blockchain might
enhance transparency and widen the investor pool. However, the co-founder also
stressed that technology is just an enabler; trust and human relationships remain
paramount. In small communities, face-to-face credibility often matters more than an
impersonal platform. Thus, fintech solutions like tokenization or Al-driven investor
matchmaking should be seen as complements, not replacements, to the community-
centric approach. This balanced view is reflected in recent studies on crowdfunding
platforms: while online tech can reach more people, successful campaigns still often
rely on real-world networks and trust (Agrawal et al., 2015).The co-founder did see
potential in Al tools for matching projects with aligned investors (like platforms that
use data to link a rural project with an impact investor interested in that region or art
form). This could alleviate the challenge many rural creatives have in finding the
“right” funders beyond their immediate circle. But again, such tools must be paired
with capacity building — helping rural project leaders articulate their value in terms
investors understand. Overall, the field is in evolution. Practitioners like Co-Transpose
are effectively blending traditional community development principles with cutting-
edge financial tools to create new pathways. The impression from the interview is that
we may see increasing hybridization: conventional instruments adapted for social use
(like the Creative REIT idea), alongside novel grassroots mechanisms (like community
tokens). As these develop, continued exchange between practitioners and researchers
will be valuable — ensuring that on-the-ground innovations inform theory, and vice
versa. The insights from Co-Transpose serve as a real-world benchmark that we can
now use to examine other cases and literature.
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4.2. Case 2 — Figurative, UK

Background: Figurative is a UK-based social investment organization (spun out of
Nesta in 2024) dedicated to financing cultural and creative sector projects (Figurative,
n.d.). It evolved from Arts & Culture Finance and manages several impact funds that
provide repayable finance to socially driven cultural organizations, helping them
become more sustainable. In essence, Figurative operates as a specialized lender and
investor for the creative industries — filling a gap between philanthropic grants and
commercial banks. For example, its flagship Arts & Culture Impact Fund offers flexible
loans (=£150k—£1m at 3-9% interest) tailored to arts and heritage organizations,
accepting longer payback periods in exchange for social impact (Figurative, n.d.). This
model has a “blended finance” ethos: combining public, private, and philanthropic
capital to support creative enterprises that traditional financiers deem too risky. An
illustrative outcome is the Bow Arts Trust case, where a £600k impact loan enabled the
purchase of a property to expand affordable artist studios — an investment that would
be unlikely from mainstream banks (Figurative, n.d.). Figurative’s track record
includes £30m raised and 55 organizations funded, demonstrating the potential of
impact-oriented lending in the creative field (Figurative, n.d.).

Figure 21- Arts and Culture Project by Figurative, Photo by Sara Beaumont, Royal Shakespeare
Company
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Business Model & Financial Mechanisms: Figurative’s business model centers on
impact investment funds and financial advisory services for the creative sector
(Figurative, n.d.). It pools capital from social investors, government, and sometimes
corporations into funds that offer patient, flexible loans to creative projects. These
loans often feature grace periods, subordinated repayment, or revenue-based
repayment to accommodate the uncertain cash flows of arts ventures. The organization
also supports community-based financing models.

In our interview, the Figurative representative highlighted innovative ownership
structures like community shares and land trusts designed to keep creative spaces
affordable in perpetuity. For instance, Figurative has invested in a Creative Land Trust
(securing artist workspaces) and Music Venue Properties (community-owned music
venues) — both using an “asset lock” model to prevent mission-drift.

These mechanisms align incentives of stakeholders: artists may earn equity by
contributing sweat equity to space development, local authorities contribute assets or
grants, and impact investors accept moderated returns for social outcomes. Figurative
thus acts as a financial intermediary and structurer, assembling these hybrid deals.

Notably, the interviewee stressed the importance of public sector involvement as
equity: many rural creative projects need an injection of start-up capital (equity or grants)
to de-risk them before debt can be taken on. By combining public seed funding with
its loans, Figurative leverages “blended” capital stacks (e.g. a local council offering a
building or grant, which Figurative’s fund then complements with a loan). This
approach mirrors the Public-Private-People partnership model in literature, where
community and government support augment private financing.

2015 2018 2020
Arts Impact Fund Cultural Impact Arts & Culture
£8.6m Development Fund Impact Fund
27 loans £840k £18m
10 loans 14 loans to date
2017 2019-2021 2023
Digital Arts & Culture Partner on UKRI .
¢ Co-author of Impact Investment in the
Accelerator Audience of the

Cultural and Creative Sectors: Insights

Future Performance from an Emerging Field (November 2023)

2015-2017 Demonstrator

Digital R&D fund

2019 2020-2023
Amplified and Founder and lead on
Alternarratives Creativity, Culture &
programmes Capital initiative

Figure 22- Figurative Origin, Nesta and Arts & Culture Finance (2015 onwards) [Source:
Figurative Website]
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Key Interview Insights: The primary challenge identified is the capital gap for
rural creative projects. The Figurative expert noted that outside major cities, arts
organizations struggle to obtain both up-front equity and suitable debt. Traditional lenders
demand clear repayment capacity and collateral, which a rural arts center often cannot
show. Thus, many viable projects never launch due to lack of financing. Figurative
addresses this by supplying patient capital and by advocating for models where value
created by artists is retained. A critical insight was the idea of capturing the “creative
dividend”: often artists revitalize a place only to be priced out later, as their efforts increase
property values. The interviewee argued for financial models that let creatives share
in the value they generate, through community ownership or trusts. By holding
properties in a mission-driven entity (e.g. a trust), the appreciation in value benefits
the community/creative mission rather than absent speculators. They gave examples
of experiments where artists who contribute labour to refurbish a space receive equity
stakes, aligning financial and creative incentives.

Another key insight is the necessity of a robust business model underpinning
creative reuse of space. The Figurative respondent emphasized that a rural cultural
center must find revenue beyond “just art” — mixed-use models (galleries + cafés,
performance space + rentals, etc.) or cultural tourism are often needed to ensure loan
repayment. They echoed the view that cultural projects should integrate commercial
elements (like eco-tourism, hospitality) to achieve sustainability. Figurative assesses
such blended models stringently: in rural proposals, they examine whether visitor numbers
or community engagement can reach a critical mass to support operations. Interestingly, the
interviewee noted changing trends may favour rural projects — post-pandemic
preferences for nature, remote work, and dispersed living could increase demand for
rural cultural experiences. This socio-cultural shift provides an opportunity for rural
creative hubs if they can marshal the right financing.

Finally, Figurative’s experience shows that coalitions are essential: the interview
reinforced that no single sector could shoulder these projects. Instead, partnerships
between public bodies, impact investors, and communities can “create models where
everybody gets more than in a non-collaborative model,” as the interviewee put it. This
insight aligns closely with academic arguments for multi-sector collaboration — the 4th
“P” (People) in Public-Private-Partnerships brings local buy-in and long-term
stewardship.

Challenges & Opportunities: Figurative’s approach, while promising, faces
notable challenges. A major challenge is raising risk-tolerant capital for its funds and
projects. The interviewee admitted that assembling the initial equity or grant funding
for a project vehicle is difficult, and high loan-to-value ratios make pure debt financing
unfeasible. Thus, many deals require substantial subsidy or philanthropic input,
which can be slow to secure. However, this challenge is mitigated by framing such
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subsidies not as a handicap but as a strategic component of “blended capital”. In other
words, if public grants or donations fill the high-risk layer, they unlock private
investment in lower-risk layers — a financing mix increasingly embraced in impact
investment (Cicchiello et al., 2022).

Another challenge is achieving scale in rural markets: the small size of rural
projects means high transaction costs relative to investment size. Figurative addresses
this by packaging projects (e.g., funding a portfolio of venues rather than one) or by
knowledge-sharing so communities can replicate models. On the opportunity side, the
interviewee sees a growing acknowledgment of the urban-rural funding imbalance.
Policymakers are starting to direct attention to “levelling up” cultural infrastructure
outside cities, which may yield new public funding streams. Additionally, innovative
finance trends — like community share offers (equity crowdfunding for local investors)
— are gaining traction. Figurative has leveraged such tools (e.g.,, community bond
issues) to complement its loans, and the broader rise of crowdfunding platforms for
culture is an enabling trend (Cicchiello et al., 2022). The organization’s dual focus on
financial returns and social impact positions it well as impact investing in the arts
grows.

In summary, Figurative illustrates how an impact finance model can mobilize
capital for rural creative real estate: by blending funds, structuring community
ownership, insisting on viable business plans, and measuring success in social terms.
This practitioner perspective resonates with theory that new financial instruments and
cross-sector partnerships are crucial to foster cultural development in peripheral areas.
Figurative’s experience provides a blueprint for leveraging finance as a tool for
creative placemaking — one that hinges on patient capital and alignment of
stakeholders around both financial and cultural goals.

4.3. Case 3 — Rural Radicals, Netherlands & EU

Background: Rural Radicals is a Netherlands-based agency focused on “using
property for good” in rural areas (Rural Radicals, n.d.). Founded by cultural strategist
Ella Overkleeft, it operates as a catalyst for rural revitalization through creative and
community projects. The agency’s mission statement declares it “an agency for culture-
led rural development,” aiming to harness creative spaces to rejuvenate decaying villages
and underused properties. This concept aligns with contemporary rural development
thinking that creative industries and placemaking can help reverse decline in
underpopulated regions. Rural Radicals” work spans research, consultancy, and on-
the-ground project facilitation (Rural Radicals, n.d.). On the research side, they
monitor European and national policies on rural regeneration and cultural
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infrastructure, using this knowledge to inform local stakeholders (Rural Radicals,
n.d.). For example, they track EU funding opportunities or new heritage reuse laws to
advise communities on potential financing avenues. Strategically, Rural Radicals often
serves as an intermediary, brokering partnerships between local governments,
private investors, and grassroots groups (Rural Radicals, n.d.).

This facilitation role is akin to a “rural social enterprise”, translating broad
concepts of cultural-led regeneration into actionable projects. In practice, the agency
helps design and implement creative spaces — from co-working hubs in village centers
to artist residencies in old farm buildings (Rural Radicals, n.d.).

Figure 23- Rural Radicals

Their projects emphasize multi-functionality and sustainability: a single site might
host a community center, arts workshop, and eco-tourism lodging combined, to ensure
economic viability. Rural Radicals also invests heavily in community capacity-
building. They organize workshops, public talks, and even field trips for aspiring
rural “pioneers” (artists, social entrepreneurs, local leaders) to exchange ideas and
know-how. Notably, the agency has convened events on alternative financing tools —
for instance, an online session “Navigating Alternative Finance: The Crowdequity
Edition,” which educated rural actors about equity crowdfunding for creative projects
(Rural Radicals, n.d.). By bridging knowledge gaps between the finance world and
local communities, Rural Radicals positions itself at the forefront of innovative
funding for rural culture.
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In summary, its background is that of a cross-sector platform: part think-tank, part
consultancy, part developer, all geared toward unlocking rural potential through
culture.

Figure 24- A project by Rural Radicals, Social Hub in Italian Alps [Source: Company's
Website].

Business Model & Financial Mechanisms: Rural Radicals does not directly
operate a fund; rather, its “business model” lies in brokering and designing financing
solutions for others. It earns revenue through consultancy services (guiding
municipalities or NGOs on cultural strategy) and through managing pilot projects in
partnership with funders. A key mechanism the agency employs is assembling Public-
Private-Community partnerships (what academic discourse calls P4). For example, if
a village has an abandoned mill, Rural Radicals might bring together the municipality
(offering the property or a grant), a cultural foundation (offering seed funding), and a
collective of artists or residents (contributing ideas, volunteer labor, or crowdfunding)
to repurpose the mill as a creative hub. In doing so, the agency applies the multi-helix
financing approach discussed in theory - combining government support,
private/social investment, and community buy-in (Kobashi Y et al, 2022). The
interview revealed that Rural Radicals often explores crowdfunding and crowdequity
models as part of the financing mix. Interviwee noted encountering platforms that let
people invest in rural real estate, though these were usually driven by profit (e.g.
buying properties to turn into rentals) rather than cultural outcomes. To redirect such
models toward the creative sector, Rural Radicals advocates for “community shares”
in cultural real estate — essentially a form of crowd investment where local supporters
become shareholders of a creative property, balancing financial and social returns.
Indeed, at Rural Radicals” events, topics like community share offers and cooperative
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ownership of rural spaces are prominent, indicating the agency’s role in promoting
alternative finance literacy for rural communities. Additionally, the agency
emphasizes developing sustainable business plans for each project. As gleaned from
both the interview and their materials, Rural Radicals pushes projects to incorporate
revenue-generating elements (cafés, B&B lodging, ticketed events) alongside artistic
programming.

This approach mirrors the concept of creative placemaking where cultural uses are
blended with economic activities to ensure longevity. For instance, a Rural Radicals
project might transform a barn into a multi-use facility: part art studio, part hostel for
art-tourists. By diversifying income streams, they aim to make the creative project
self-sustaining after initial funding — a principle supported by rural cultural policy
research. In financing these, Rural Radicals itself often helps secure grants (from EU
LEADER programs, creative Europe, etc.), and encourages the community to engage
in fundraising or cooperative finance. While not a lender itself, the agency’s value-add
is in packaging projects to be “investment-ready”— essentially de-risking them by
thorough planning and stakeholder commitment, so that external funders (banks,
impact investors) can be convinced to step in. This intermediary model illustrates how
alternative financing in rural areas often requires a facilitator to coordinate pieces of
the puzzle.

Key Interview Insights: Interviewee insights shed light on the financial barriers
and opportunities in rural creative real estate.

Barriers: A primary barrier identified is the lack of upfront capital for rural
innovators — those “rural pioneers” (often artists or small nonprofits) simply cannot
afford property acquisition or renovation on their own. Banks seldom lend them due
to unproven revenue streams, and these groups have limited equity to invest. Through
interview it is highlighted that even when a loan is hypothetically available, the
business model is a sticking point: “How are you gonna pay it back if you only give painting
courses to grandmas?” she remarked wryly. This underscores that purely cultural
activities might not generate sufficient cash flow to service debt. Thus, the value
proposition of rural creative projects needs to be enhanced. Overkleeft’s perspective is
that many rural cultural projects must pivot to include something that attracts
spending — often, tourism or hospitality. She noted that one nearly always “ends up
with tourism as a solution” to make the numbers work.

Opportunities: In particular, artist residencies were discussed as an opportunity
to merge cultural and economic value. By offering accommodation and experiences
for visiting artists (or urban tourists seeking creative retreats), a rural project can
generate income (from lodging fees, retreats, workshops) while fulfilling its creative
mission. Interviewee sees promise in such models of “creative tourism,” which aligns
with global trends in sustainable tourism and experiential travel. However, she also
cautioned that this model is not easy: historically, artist residencies were grant-
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subsidized luxuries (e.g. a foundation paying for artists to stay in a chateau). In a
modern context, who pays for the residency? — will artists pay to attend (often they
cannot), will the local government pay to host them, or will tourists pay to participate
in the creative activities?

These questions highlight the ongoing challenge of making such hybrid models
financially viable. Overkleeft suggests that tapping into eco-tourism and “rural
tourism” trends (travel centered on rural and cultural experiences) could provide a
customer base to support these projects, essentially monetizing the authentic rural
creative experience for visitors. Another key insight from the interview is the need for
better business planning in the creative sector. Overkleeft echoed what Figurative’s
team also stressed: many rural creative proponents focus on artistic vision but need to
innovate their business models to attract financing. She advocates for blending social
impact with profit motives: projects should aim to at least cover costs, and ideally be
a little profitable, while delivering cultural value. Only then can they appeal to
investors or even justify public funding in the long run.

Financial mechanisms: The interview also touched on specific financing
approaches. Overkleeft has observed crowdequity being used in rural property
investment (people pooling money to buy and refurbish houses for resale or rent). She
noted these are mostly speculative ventures (Airbnb-style holiday homes), not
cultural. This implies that the concept of community investment is feasible — the task
is to channel it to creative purposes. Rural Radicals has begun doing so by
championing community financing for culture (e.g., promoting community share
offers for a cultural center).

Furthermore, it is pointed out that public sector support remains crucial: many
rural municipalities own derelict buildings but lack ideas or funds to repurpose them.
If those assets can be leveraged (donated or leased cheaply to projects) as part of the
financing, it substantially lowers the barrier. In essence, the insights highlight that
alternative finance in rural creative projects must be multi-pronged — combining
community contributions, clever tourism-based revenue models, and public-sector
seed support. This is in line with the literature on rural social enterprises which
emphasize mixed social-business value creation (Camagni & Capello, 2013) and the
importance of social capital.

Overkleeft’s anecdotal evidence of young creatives moving to cheaper areas
(seaside and rural) also reinforces a macro trend: there is a growing population of
creative individuals in non-urban areas seeking space and community. If financial
barriers can be overcome, these people can be key drivers of rural regeneration.

Challenges & Opportunities: Challenges for Rural Radicals and similar initiatives
include the fragmented nature of rural projects and reliance on piecemeal funding.
Each village or town has unique needs, and crafting bespoke solutions is labor-
intensive. The agency’s ability to scale its impact may be limited by how many projects
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it can juggle and the availability of funding programs to support them. Another
challenge is demonstrating ROI (return on investment) beyond the social/cultural
value. As it is articulated, there is inherent tension between doing something for
community benefit and making it financially attractive to investors. Bridging this
requires patience and often concessional finance — not always easy to find.

However, opportunities abound: European and national policies are increasingly
attuned to rural innovation, and funding streams like the EU’s creative Europe or
regional development funds are earmarked for rural revitalization through culture.
Rural Radicals is well-positioned to tap these by virtue of its expertise. Moreover, the
grassroots energy in rural areas is rising — Interviewee observed many local people
actively trying to save heritage buildings by giving them new purpose. This
indigenous drive, if met with appropriate financing tools, can lead to impactful
projects.

Another opportunity is in the realm of knowledge sharing: as Rural Radicals
accumulates experiences, it can template certain models (e.g., how to run a community
co-working hub in a village) and disseminate them, reducing the learning curve
elsewhere. The theoretical contextualization for Rural Radicals” work can be found in
concepts of creative placemaking and community entrepreneurship. Creative
placemaking initiatives often must blend cultural aims with economic ones to
rejuvenate communities— Rural Radicals exemplifies this by insisting on multi-use
designs. Also, the agency’s convening of stakeholders reflects what scholars describe
as overcoming coordination failures in rural development.

By increasing “investment-readiness” of projects through community engagement
and planning, such intermediaries effectively make rural projects bankable that
otherwise would be “too small or risky” (Hill & Rowe, 2021).

In conclusion, Rural Radicals leverages alternative financing indirectly — by
empowering communities and aligning partners. Its interview insights highlight that
the future of rural creative real estate lies in hybrid value propositions (cultural +
economic) and hybrid financing (mixing community funds, public support, and ethical
investment). This not only addresses financial barriers but also builds local ownership,
ensuring the longevity of the revitalization efforts. As Overkleeft’s experience shows,
challenges of business modeling and capital gaps remain, but they can be overcome
with innovative thinking and cross-sector collaboration on a case-by-case basis.
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4.4. Summarizing the Results of Interviews

In this section, the key findings and information from the interviews with
companies are presented in Table 7. It is necessary to say that all the information in

this table is from the company websites and interviewees.

Table 7- Summarizing the Interviews

Aspect Co-Transpose Rural Radicals Figurative
P (Grassroots Hybrid) (Intermediary/Agency) (Social Investor)
Provide financing to
Reclaim inactive rural Enable culture-led . &
.. creative/cultural orgs to
spaces by regeneration in rural ,
Core . ) . L become sustainable,
. . implementing creative areas by guiding and .
Mission . . focusing on
uses with local connecting stakeholders
& Role ... e underserved (often
communities (bottom- (acts as facilitator and )
. rural) projects (acts as
up project initiator) consultant). .
impact lender).
Social investment funds:
Hybrid/blended per Partnership brokerage: No . .
, . . Raises capital from
project: Starts with dedicated fund; taps . . .
) ) impact investors/public
community multiple sources (EU .
. . sources into structured
crowdfunding and grants, national funds,
olunteer support rivate sponsors funds that offer low-
volu u ; v
Primary PPOTy p P ’ interest loans, repayable
. . adds grants or public community funds) . .
Financing . . . grants, or quasi-equity
support; occasionally depending on project. ) 3
Model ) to creative enterprises.
forms co-ops for Orchestrates Public-
. ) Also supports
ownership. Private-People community share
Highly flexible and partnerships rather than R
e . o models and other
case-specific funding providing money . o
. . innovative finance
mixes. directly. 1
indirectly.
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Addresses lack of
upfront capital by
mobilizing local micro-
investments;
circumvents bank
lending reluctance with
community trust;
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Addresses information
and coordination
failures: helps rural
actors find suitable
funding and partners
(solving know-who and

Addresses the financing
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cultural projects) by
providing tailored

capital itself.

Reduces risk via impact

Financial . e .
. overcomes scale issue know-how gaps). underwriting (accepting
Barriers . . : .
Tackled by starting small and | Mitigates risk perception longer ROI, lower
proving concepts. by packaging projects collateral).
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market” problem by | the barrier of small scale | risk by promoting asset
creating informal by aggregating locks (so creatives aren’t
financial support knowledge/resources displaced by rising
where formal finance is regionally. costs).
absent.
. Knowledge and
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Strategies . . and people are all trusts) which align with
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have mixed cultural & sustainability.

support each time.
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new tools (e.g.
exploring tokens,
REITs) to enhance
funding.

commercial use for
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as a project developer
minus the financing, i.e.,
making projects
investment-ready.
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Impacts

Local revitalization:
tangible reuse of
derelict buildings (e.g.,
cinema reopened,
farms turned to art
residencies).Cultural
programming
introduced to
underserved areas,
boosting community

pride and engagement.

Indirect economic
uplift (tourism, local
spend) and social
cohesion. Created
models demonstrating
that even small
communities can self-
fund cultural
infrastructure.

Ecosystem development:
multiple rural pilot
projects initiated or

supported (e.g., creative
hubs in villages) proving
viability of culture-led
regeneration. Enhanced
capacity of local groups
(knowledge, skills,
networks) for future
projects.Advocacy and
discourse impact — put
rural creative finance on
agendas via
publications/events,
shaping policy

conversations.
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Sector-wide support:
dozens of creative
organizations (some in
rural) received financing
that enabled capital
projects or expansion
that wouldn’t happen
otherwise.Concrete
outcomes like new
creative workspaces,
maintained heritage
sites (through loans
deployed). Improved
financial literacy and
discipline in funded
orgs. Demonstration
effect for investors —
showing that lending to
creative/rural projects
can be low-default and
high-impact,
encouraging more
investment.

5 Results of desktop analysis of case
studies

In Chapter 5, several case studies are examined to illustrate how these alternative
financing models operate in practice. Each case was selected for its relevance to
creative-sector real estate in rural (or semi-rural) contexts and for the unique
perspective it provides (investor-led, community-driven, policy-supported, etc.).
Below, we analyze each case study, link its lessons to the comparison framework, and
highlight additional references that corroborate these real-world observations.

¢ €1 Houses (Italy — Public-Private-People Partnership, Co-Ownership)
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The €1 Houses initiative in Italy provides an alternative financing mechanism by
offering abandoned properties at symbolic prices to incentivize private investment
and local revitalization (Idealista, 2022). It is an example of a Public-Private-People
(P4) partnership, where municipalities collaborate with private buyers and, in some
cases, cultural organizations to restore and repurpose vacant buildings (Italian
Ministry of Culture, 2023). The framework recognizes high accessibility for this model,
as the ultra-low entry price significantly lowers financial barriers to ownership.

From an investor perspective, motivations vary. Some buyers are impact-driven,
aiming to restore heritage assets for tourism, arts, or community spaces, while others
seek financial gains through property appreciation (The Guardian, 2023). The initiative
mitigates risk through regulatory oversight, requiring buyers to commit to renovation
investments, often within predefined timelines (Italian Ministry of Culture, 2023).
Economic and social impacts are substantial: the renovations create local jobs, increase
tourism, and help counteract rural depopulation (Idealista, 2022). The environmental
sustainability of the model depends on the specific project adaptive reuse of historic
buildings aligns with sustainability principles, though implementation varies.

Scalability has been moderate while dozens of towns across Italy have adopted the
initiative, expansion depends on ongoing government support, private interest, and
the availability of properties suitable for sale (Idealista, 2022). The case confirms the
framework’s findings that P4 partnerships can be effective but require public-private
coordination, investor commitment, and regulatory mechanisms to ensure long-term
success.

e Farmland LP (Regenerative Investing — Environmental Focus)

This case involves an investment fund that acquires conventional farmland and
transitions it into organic, sustainably managed agricultural land. Farmland LP
exemplifies regenerative investing, aligning with the framework’s high ratings in
environmental and social impact (Custer & Healey, 2024). Investors in Farmland LP
take a long-term, patient capital perspective, accepting moderate financial returns in
exchange for measurable ecosystem restoration, such as improvements in soil health
and biodiversity (Liu et al., 2021). Risk mitigation is achieved through diversification
across 18,000+ acres and the application of regenerative practices to enhance land
resilience (Boga & Topcu, 2020). This supports the framework’s assessment that
regenerative models spread risk over time and across stakeholders, often via equity
sharing or land appreciation rather than immediate profit.

The economic impact is significant: by improving land productivity and value, the
fund supports rural economies and demonstrates a viable model for sustainable rural
redevelopment (Muirow et al., 2023). However, as the framework suggests (moderate
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Ease of Access), such investment deals require specialized arrangements and
stakeholder buy-in (Boniotti, 2021). Farmland LP’s success provides empirical support
for the framework’s high score on environmental sustainability in regenerative
finance, proving that financial returns can be coupled with ecological restoration
(Merrell, 2022). The model’s scalability is evident, with Farmland LP having expanded
its model across multiple states, reinforcing the framework’s scalability rating for
regenerative investing when supported by patient capital and expertise.

¢ Root Capital (Impact Investing/Blended Finance — Investor’s Perspective)

Root Capital is an impact investment fund that finances rural agricultural
enterprises worldwide (Agrawal & Hockerts, 2019). It operates a blended finance
model by combining impact-first investments, concessional loans, and philanthropic
grants (Morena et al., 2021). This structure corresponds directly to the framework’s
high ratings for risk mitigation and financial accessibility in blended finance, as Root
Capital employs donated funds as first-loss capital and guarantees, thereby attracting
private investors by reducing risk (National Institute of Governmental Purchasing,
2016).

From an investor perspective, Root Capital demonstrates that reasonable returns
can be achieved alongside social impact. It has disbursed over $900 million in loans to
580 businesses with a repayment rate exceeding 98%, instilling investor confidence
(GIIN, 2022). The case supports the framework’s assessment that impact investing
offers significant scalability Root Capital’s ~$1 billion in assets under management
illustrates the large-scale capital mobilization possible when social returns are valued.
In terms of social and economic impact, Root Capital has benefited 1.2 million
smallholder farmers by improving incomes and livelihoods, with over half of its
lending directed toward women-led businesses, advancing gender equity (Fachrizah
et al., 2022). These outcomes validate the framework’s very high social impact rating
for models explicitly targeting development goals.

A key insight from Root Capital is the importance of due diligence and impact
measurement, which aligns with the framework’s observation that impact funds face
lower ease of access due to rigorous criteria and high upfront evaluation costs (Custer
& Healey, 2024). Overall, Root Capital bridges theory and practice by demonstrating
that blended finance can scale rural enterprises sustainably, reinforcing its framework
profile: high community engagement (through farmer networks), high risk mitigation
(via guarantees), and moderate returns (impact investors accept below-market returns
for high social impact) (Merrell, 2022).

e Street Performers (Informal Crowdfunding/P4 — Community-Driven Model)
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This case study explores how street artists and performers finance their creative
work through direct public contributions, grants, and cooperative efforts (Lino et al.,
2022). While not a traditional real estate project, it provides a creative-sector financing
model at a micro scale. Street performance funding resembles a people-powered (P4)
crowdfunding approach: the community directly contributes small amounts (tips,
donations) to sustain artistic activity. This exemplifies the framework’s very high
community engagement rating for P4 and Crowdfunding models (Europian
Commission, 2023).

¢ ITS Lending (Italy - Crowdfunding for Heritage Real Estate)

ITS Lending is a real estate crowdfunding platform designed to support heritage
property restoration in depopulated Italian villages (italy magazine, 2022). The model
aligns with crowdfunding and co-ownership structures, allowing small-scale investors
to collectively finance restoration projects while earning returns. The model's risk
mitigation strategies involve only launching projects with pre-committed buyers and
conducting due diligence on each property before allowing crowdfunding
participation (italy magazine, 2022).

e CLIC Project (EU — Public-Private-People Partnerships for Adaptive Reuse)

The CLIC Project (Circular models Leveraging Investments in Cultural Heritage
adaptive reuse) is an EU-funded initiative designed to test innovative financial and
governance models for adaptive reuse of cultural heritage (Europian Commission,
2023). Several pilot projects across Europe, including in Salerno (Italy), Vastra
Gotaland (Sweden), and Rijeka (Croatia), tested co-financing approaches such as social
impact investment, revolving funds, and crowdfunding platforms (CLIC, 2021).

e Bow Arts Trust (UK - Co-Ownership for Creative Spaces)

Bow Arts Trust operates a hybrid financing model combining social enterprise,
impact investment, and public grants to provide affordable studio spaces for artists in
repurposed buildings (Bow Arts, n.d.). The model closely aligns with co-ownership
and impact investing principles, where investors accept modest financial returns in
exchange for long-term cultural and community benefits (GOV.UK, 2023). Bow Arts
Trust diversifies risk by acquiring long-term leases and directly owning properties,
ensuring that its assets remain under community control.

The case studies analyzed provide real-world evidence that supports and enriches
the comparison framework. Farmland LP and Root Capital confirm the high potential
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for impact and scalability in regenerative and blended finance models when properly
structured (GIIN, 2022). The €1 Houses initiative demonstrates how public-private-
people partnerships can be leveraged to combat rural decline and revitalize cultural
assets, reinforcing the framework’s view that alternative finance must be adapted to
local regulatory and economic conditions (Italian Ministry of Culture, 2023).

These cases also highlight key lessons: patient capital and stakeholder engagement
are crucial for impact-driven models, while risk mitigation strategies (such as pre-sales
in crowdfunding or regulatory oversight in public-private initiatives) enhance
financial security (Custer & Healey, 2024). The findings suggest that while no single
model is universally applicable, blending financing approaches increases
sustainability and effectiveness in real estate projects within the creative sector.

5.1. €1 House Initiative in Sambuca di Sicilia

Rural revitalization projects often require non-traditional financial mechanisms
that extend beyond state-funded development programs and conventional bank loans.
In the case of One Euro Houses, municipalities in Sambuca di Sicilia and Cianciana
have implemented a real estate-driven incentive model that facilitates private
investment in underutilized properties. The "€1 House Initiative" in Sambuca di Sicilia
represents a pioneering model in rural real estate development, aimed at addressing
population decline, economic stagnation, and urban decay through an innovative,
low-cost investment strategy. The initiative, launched by the local municipality, offers
abandoned historic properties for a symbolic price of one euro, on the condition that
buyers commit to restoring them within a specific timeframe. This model is designed
to attract private investors and international buyers who are willing to contribute to
the revitalization of the local economy (Lino et al., 2022). Given the widespread issue
of rural depopulation in Italy and across Europe, the project stands as a hybrid
approach combining public facilitation, private investment, and alternative finance
models, making it a relevant case study for evaluating innovative financial strategies
in rural creative real estate development.
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Figure 25- 1-euro Houses in Sicilia — [Source: Idealista.com]

5.1.1.  Financial Model and Alternative Financing Solutions Used

The financial structure of the €1 House Initiative is unique because it does not rely
on direct public subsidies or traditional bank financing. Instead, it functions as a
market-driven mechanism that uses public-sector facilitation to leverage private
capital investments. The key elements of its financial framework include:

e Public Facilitation and Asset Mobilization: The local government identifies,
acquires, and markets abandoned properties, creating an inventory of neglected assets
that can be transferred to private buyers.

e Private Investment Commitment: Buyers are legally required to renovate the
properties within a stipulated period (Typically three years), investing between
€15,000 and €50,000 per property (De Rossi, 2018).

e Indirect Economic Incentives: The initiative stimulates tourism, local business
growth, and employment in construction-related industries, fostering long-term
economic regeneration.

e Although this model does not involve direct crowdfunding or blended finance
mechanisms, it shares characteristics with Public-Private Partnerships (PPPs) and
social impact investing. In particular, it aligns with the principles of "impact-first
investing", where financial returns are secondary to social and economic revitalization
goals.
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Table 8- Alternative financial models used in Sambuca

Alternative Relative Presence

Financial in One Euro Justification
Model Houses

The initiative involves public-private
collaboration (municipal facilitation and

Public-Private Partially Exists ] )
. private investment). However,
Partnership (PPP) e . 1

municipalities do not share financial risks

or co-invest, making it a weak form of PPP
The program generates social and economic
impact (revitalization, job creation, tourism

Partially Exists growth). However, there is no structured

I t1 ti
fpact Investing impact fund or investor-driven ROI model,

meaning it does not meet full impact
investing criteria

The initiative is entirely based on
Cooperative Not Exists individual ownership, with no cooperative
Ownership financing, community land trust, or shared
governance model

The model combines policy incentives,

Hybrid or Mixed . private real estate investment, and
) Strongly Exists .. .
Alternative economic spillover effects, but it lacks
Finance structured co-financing or revenue

redistribution

Based on this analysis, One Euro Houses does not fully belong to any single
alternative financial category, but it incorporates aspects of multiple models. A fair
and academically rigorous classification would be a Publicly Facilitated Market-
Driven Model with PPP & Impact Investment Features.

In other words, it is not a pure PPP, nor a structured impact investment, but it relies
on public-private collaboration and generates social-economic returns, making it a
hybrid financial approach.

So, it can be concluded that While One Euro Houses is not a traditional alternative
financial model, it represents a unique hybrid approach that integrates public-private
interaction, market-driven incentives, and indirect social impact. The strongest
classification would be:

A Publicly Facilitated Private Investment Model (PFPI), blending elements of a weak
PPP and an indirect impact investment strategy.
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5.1.2.  Challenges and Lessons Learned
Key Challenges:

e Limited Institutional Support: While the €1 House Initiative has successfully
attracted private investors, many buyers have encountered unexpected renovation
costs, often ranging from €20,000 to €100,000, depending on the property's condition
(Bortolani, 2025).

e Regulatory Complexities: Navigating the Italian bureaucracy has posed
significant challenges for buyers, with legal and administrative hurdles adding layers
of complexity to the purchasing and renovation processes (De Rossi, 2018).

e Investor Uncertainty: Some buyers, overwhelmed by renovation costs or
administrative red tape, have abandoned their projects, leading to incomplete
renovations and legal complications (Bortolani, 2025).

Lessons for the Future:

e Enhancing Public-Private Collaboration: The initiative could be strengthened by
incorporating municipal grants or public loan schemes to assist buyers with initial
renovation costs (Bortolani, 2025).

e Developing Financial Instruments for Renovation Support: Integrating
microfinance or revolving funds could help sustain long-term restoration efforts,
especially for middle-income buyers.

¢ Expanding Beyond Real Estate Transactions: By connecting property buyers with
creative-sector entrepreneurs, the initiative could facilitate the conversion of buildings
into cultural hubs, co-working spaces, and heritage tourism sites.

The €1 House Initiative in Sambuca di Sicilia provides an innovative approach to
rural real estate revitalization by combining low-cost property acquisition with
private-sector-led restoration. While it does not fully integrate structured alternative
finance mechanisms, it offers valuable insights into how municipal facilitation,
investor incentives, and social impact investment can drive rural economic
regeneration. To enhance its long-term sustainability, the initiative could benefit from
incorporating formal financing instruments such as crowdfunding, community
investment funds, and cooperative ownership structures. As a model, it serves as a
foundational case for further research on adaptive reuse and alternative finance in
rural creative-sector development.
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5.2. Farmland, LP:

Farmland, LP is a leading investment fund specializing in the transformation of
conventional farmland into organic, sustainably managed acreage. Founded in 2009,
the company manages over 18,500 acres across Washington, Oregon, and Northern
California, aiming to enhance both financial returns and environmental health through
regenerative agriculture practices (LP Farmland, 2017).

One of the most compelling applications of regenerative investment is
demonstrated by Farmland, LP, an investment firm based in the United States that
focuses on sustainable land transformation. This case study explores how Farmland,
LP integrates regenerative investment into its financial structure and assesses its
economic and environmental impact (LP Farmland, 2017; Electris et al., 2019).
Regenerative investment represents a transformative approach to financing, where
economic activities are designed to restore ecosystems, enhance social well-being, and
create long-term value rather than merely generating financial returns. Unlike
conventional investment models, which often prioritize short-term profitability,
regenerative investment seeks sustainable economic growth while improving natural
resources and communities.

52.1.  Financial Model and Alternative Financing Solutions Used

The financial framework of Farmland LP integrates multiple alternative financing
solutions that enable long-term sustainability and profitability. The firm follows a
hybrid financial structure, drawing on a combination of private capital, public sector
incentives, and ecosystem-based financial valuation to ensure that investments
generate both financial returns and ecological regeneration (LP Farmland, 2017;
Electris et al., 2019).

At the core of this model is regenerative investment, which serves as the primary
alternative financial mechanism driving the company’s strategy. This approach allows
investors to support projects that restore land productivity, enhance biodiversity, and
generate ecosystem service benefits while also securing economic returns. The
investment framework is further strengthened by the integration of impact investment
principles, public-private partnerships, and ecosystem service valuation, each playing
a distinct role in scaling regenerative land transformation projects.

Farmland, LP operates as a regenerative investment vehicle, meaning that capital
allocation is directly linked to projects that revitalize farmland and increase ecosystem
value. The firm attracts investors who seek both financial profits and quantifiable
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environmental impact, a defining characteristic of regenerative finance. One of the key
tools used to measure this impact is the Ecosystem Valuation Toolkit, which assesses
the monetary value of ecosystem improvements such as soil health restoration, carbon
sequestration, and biodiversity conservation (Farmland, LP, 2019). By incorporating
these scientific and economic valuation models, the firm can demonstrate to investors
that its projects not only contribute to sustainability but also create real economic value
(LP Farmland, 2017; Electris et al., 2019).

Integration of Public-Private Partnerships (PPP) and Governmental Incentives:

Farmland, LP effectively utilizes public-private partnerships (PPP) to de-risk
private investment, particularly through the USDA Conservation Innovation Grant,
which provides public funding to support regenerative land use initiatives. The grant
was instrumental in helping the firm develop an impact reporting framework, which
quantifies how regenerative agriculture contributes to water conservation, carbon
storage, and erosion reduction. By aligning public funds with private investment, the
firm is able to scale its impact-driven projects without solely relying on private capital
(LP Farmland, 2017).

This blended financing approach demonstrates that public sector support can serve
as a catalyst for private investment in sustainable land development, ensuring that
projects remain financially viable while achieving ecological benefits. The use of
government-backed incentives also lowers the financial risks associated with
transitioning farmland to organic and regenerative systems, a process that typically
requires substantial upfront investment before yielding profitability (Electris et al.,
2019).

One of the most innovative aspects of Farmland, LP’s financing model is its use of
ecosystem service valuation as a financial metric. The firm has documented over $25
million in ecosystem service benefits, quantifying improvements in soil fertility,
greenhouse gas reduction, water retention, and increased biodiversity. Additionally,
conservation efforts in non-farmed areas have created an estimated $58 million in
additional ecosystem value (LP Farmland, 2017).

By integrating scientific valuation models such as COMET-Farm and the Revised
Universal Soil Loss Equation (RUSLE), Farmland, LP is able to monetize ecological
improvements and attract capital from investors who recognize the financial potential
of environmental stewardship. This valuation framework has made regenerative
investment more tangible and measurable, creating a precedent for financing models
that align investment returns with environmental impact (Electris et al., 2019).

So in this way, it can be said that:
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Farmland, LP employs a multifaceted financial model that integrates various
investment strategies:

e Fund Structure: Operating through multiple funds, including the $250 million
Vital Farmland III, Farmland, LP raises capital from institutional investors, high-net-
worth individuals, and, more recently, platforms accessible to registered investment
advisors and wealth managers (Farmland LP, 2024).

e Public-Private Partnerships: Collaborations with entities like Microsoft's Climate
Innovation Fund have been established to develop soil carbon credits and expand the
market for regenerative agriculture (Farmland LP, 2024).

e Impact Investing: The company's focus on converting farmland to organic and
regenerative practices aligns with the goals of impact investors seeking environmental
and social returns alongside financial gains (Green Finance Institute, n.d.).

Table 9- Alternative financial models used in Farmland LP

Alternative Relative Presence in
Financial Model Farmland LP

Justification

Farmland, LP is a direct example of
regenerative investment, applying

Regenerative Strongly Exists _ . _ _

financial, environmental, and social
Investment ) .
impact metrics to land
transformation.

The model attracts impact investors

. Partially Exists seeking financial and ecological

Impact Investing . . L
returns, though primarily within
agriculture.

Uses USDA grants as public
funding sources, demonstrating

Public-Private Partially Exists how government incentives can
Partnership (PPP) . C oy .
reduce financial risk in alternative
investment projects.
The model lacks community co-
Cooperative Not Exists ownership mechanisms common in
Ownership creative real estate or cultural

cooperative projects.
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5.2.2. Challenges and Lessons Learned
Key Challenges:

Capital Intensity: The initial investment required for land acquisition and
conversion to organic practices is substantial, posing financial challenges.

Market Volatility: Fluctuations in organic produce markets can impact revenue
stability.

Regulatory Barriers: Navigating agricultural regulations and organic certification
processes can be complex and time-consuming.

Lessons for Future Alternative Finance Models:

Diversified Funding Sources: Engaging a mix of institutional investors, private
individuals, and corporate partners can provide the necessary capital for large-scale
sustainable agriculture projects.

Strategic Partnerships: Collaborations with technology firms and environmental
organizations can enhance project scope and impact, as evidenced by the partnership
with Microsoft's Climate Innovation Fund.

Scalable Models: Developing investment structures that allow for scalability can
attract a broader range of investors and facilitate larger environmental impacts.

The financial success of Farmland, LP is directly linked to its ability to generate
both economic returns and environmental benefits. As of 2019, the firm managed
approximately $100 million in assets and had successfully converted large areas of
farmland into organic-certified operations. The transition to organic agriculture has
significantly increased land productivity and valuation, as organically certified
farmland commands higher market prices and long-term investment potential
(Electris et al., 2019).

The firm’s environmental impact has been equally substantial. Through its
investment strategies, Farmland LP has:

¢ Reduced carbon emissions by enhancing soil carbon sequestration.

e Increased water retention capacity, improving drought resilience.

e Expanded biodiversity by restoring native plant species and wildlife habitats.

e Strengthening rural economies by creating employment in sustainable farming
sectors (LP Farmland, 2017).
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These results provide strong evidence that regenerative investment is not only
financially viable but also contributes to broader social and environmental resilience.

In conclusion, it is understandable that Farmland LP serves as a benchmark for
how regenerative investment can function as an alternative financial model,
demonstrating that it is possible to generate financial returns while improving land
health and community resilience. While its primary focus is on agricultural land
transformation, the underlying financial mechanisms blended finance, impact
investment, public-private partnerships, and ecosystem service valuation provide a
framework that could be adapted for real estate investment in the creative sector.

By applying similar regenerative investment principles, cultural and creative real
estate projects in rural areas could:

e Attract impact investors who prioritize social and environmental returns.

e Leverage public-private financing and ecosystem service valuation to create
sustainable creative hubs.

¢ Develop self-sustaining cultural infrastructure that generates long-term value for
local communities.

Although further research is needed to optimize this approach for real estate,
Farmland LP provides a strong foundation for integrating regenerative investment
into alternative financial models for sustainable rural development.

5.3. Case study from an Investor’s Perspective: The Case
of Root Capital

Root Capital is a leading impact investment fund that finances small and medium-
sized agricultural enterprises (SMEs) in emerging markets. Founded in 1999, the
organization aims to bridge the financing gap for rural enterprises, particularly in
sustainable agriculture, while generating both financial returns and measurable social
and environmental benefits.

This case study evaluates Root Capital from an investor’s perspective, examining
its financial mechanisms, risk management strategies, and investment impact to assess
its relevance to alternative finance models in rural creative real estate development.

The Global Impact Investing Network (GIIN) 2024 report highlights the rapid
expansion of impact-driven financial markets, which have now reached $1.571 trillion
in assets under management (AUM). As impact investing continues to grow, investors
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seek proven models that balance financial sustainability with measurable social and
environmental impact (Hand et al., 2024). One such model is Root Capital, a well-
established impact investment fund that focuses on financing small and medium-sized
agricultural enterprises in emerging markets.

This case study examines Root Capital from an investor’s perspective, exploring
how its financial mechanisms provide both stable returns and measurable impact
while assessing its alignment with alternative financing models.

Root Capital employs a blended finance model, integrating impact-first
investments, concessional finance, and philanthropic grants to provide capital to
businesses that lack access to traditional banking services. By supporting enterprises
engaged in sustainable farming, agroforestry, and climate-smart agriculture, Root
Capital enables long-term financial resilience and environmental restoration (Fabbri
G., 2023; Sorsby, 2024).

5.3.1.  Financial Model and Alternative Financing Solutions Used

Root Capital employs a blended finance approach, which consists of the following
components:

1. Impact-First Investments

Investors accept below-market returns in exchange for measurable social and
environmental impact.

This model enables long-term capacity building for agricultural enterprises, ensuring
their financial sustainability (Fabbri G. , 2023).

2. Catalytic Capital from Philanthropic Organizations

Grants from institutions such as the Ford Foundation and the MacArthur Foundation
help de-risk lending operations (Fabbri G. , 2023).

These grants also fund technical assistance programs, enabling SMEs to adopt modern
financial and business management strategies.

3. Debt Financing for Agricultural Cooperatives

Root Capital extends working capital loans to SMEs that lack access to traditional
credit (Root Capital, 2016).
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Loans are structured to align repayment schedules with agricultural cycles, reducing
financial strain on borrowers.

This blended finance model lowers the risk profile of agricultural investments,
allowing Root Capital to mobilize institutional and private capital into high-impact
sectors (Hand et al., 2024).

Root Capital’s financial performance demonstrates the scalability and resilience of
impact-driven lending. According to its Q3 2023 Performance Report:

e Over $900 million in loans have been provided to 580 agricultural businesses
across Latin America, Africa, and Southeast Asia (Root Capital, 2023).

e 1.2 million smallholder farmers have benefited from financial services and
business advisory support (Root Capital, 2023).

e Strong repayment rates (~95%), indicating that SMEs in the agricultural sector
represent a viable borrower base (Root Capital, 2023).

Additionally, the GIIN 2024 report highlights that impact investment in agriculture
has experienced significant growth, driven by institutional investor interest in
sustainable and climate-resilient finance models (Hand et al., 2024).

Community Investment Funds: Mobilizing local capital through cooperative
lending models.

Social Impact Incentives (SIINC): Performance-based funding mechanisms that
reward enterprises for achieving social impact milestones (Naeve, 2022).

By comparing these approaches, we can assess how Root Capital’s financial
structure contributes to risk reduction, investor confidence, and scalability in rural
alternative finance models.

53.2.  Challenges and Lessons Learned

Key Challenges:

Capital Constraints: Many SMEs in rural markets struggle to meet the eligibility
criteria for traditional financing, requiring additional de-risking mechanisms (Naeve,
2022).

Market Volatility: Agricultural commodity price fluctuations impact repayment
predictability, posing risks for investors.
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Regulatory Barriers: Variability in agricultural policies across different regions
affects operational consistency.

Lessons for Future Alternative Finance Models:

Enhancing Public-Private Partnerships (PPPs): Expanding collaborations between
impact investors, philanthropic funds, and government-backed financial institutions
can improve funding resilience.

Developing Performance-Based Financing: Implementing impact-linked financing
(e.g., Social Impact Incentives) can attract institutional capital by aligning financial
returns with measurable social and environmental outcomes.

Scaling Digital Financial Solutions: Leveraging fintech solutions for credit
assessment and mobile banking can increase accessibility for rural SMEs.

Root Capital prioritizes investments that align with global sustainability and
economic inclusion goals:

i. Empowering Smallholder Farmers

Financial literacy training and access to credit enhance income stability and long-
term growth (Root Capital, n.d.).

ii. Gender-Inclusive Finance

Over 50% of Root Capital’s loans have been directed toward women-led
businesses, promoting gender equity in agricultural finance (Value for Women Ltd,
2021).

iii. Climate Resilience and Sustainable Agriculture

Root Capital finances enterprises engaged in soil conservation, agroforestry, and
carbon sequestration, aligning with the principles of climate-smart agriculture (Finch,
2023).

The GIIN 2024 report supports this approach, noting that over $774 million in
institutional capital has been directed toward climate-resilient agriculture and
sustainable infrastructure projects in emerging markets (Hand et al., 2024).

53.3.  Results of promoting investors
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Root Capital serves as a leading case study in impact investment for agricultural
finance, demonstrating how blended finance models can support economic inclusion,
sustainability, and financial resilience in rural markets. The organization’s strong
financial performance, high loan repayment rates, and gender-inclusive lending
policies make it a model for sustainable impact-driven investment strategies.

While primarily focused on agriculture, the financial mechanisms used by Root
Capital could be adapted to alternative investment strategies for creative real estate
development in rural areas. The blended finance structure, impact-first capital model,
and climate-aligned investment principles provide insights into how alternative
financial models can support infrastructure development, cultural hubs, and
sustainable community-driven real estate projects.

As impact investing surpasses $1.571 trillion in AUM globally, Root Capital’s
approach demonstrates that alternative financing models can generate both financial
returns and measurable social and environmental impact, making it a valuable
reference for broader impact investment applications.

5.4. Street Performers

Street performers have historically relied on audience donations and informal
revenue streams, but the rise of digital finance has introduced innovative funding
mechanisms. These include crowdfunding, public-private sponsorships, and
cooperative revenue-sharing models, which present alternative methods for
sustaining creative activities. While these financing models do not directly involve real
estate, their principles can be adapted to funding rural creative spaces. This case study
explores how street performers' alternative finance methods can inform new strategies
for rural creative real estate development (Elkins & Fry, 2022; Handke & Dalla Chiesa,
2022). In other words, While these models are primarily designed to support
individual artists and performance groups, their underlying principles can be adapted
to finance and sustain rural creative spaces.

5.4.1.  Financial Model and Alternative Financing Solutions Used

Street performers typically utilize a mix of crowdfunding, municipal support,
sponsorship, and revenue-sharing. These financial tools enable them to sustain their
work independently of traditional arts funding (Elkins & Fry, 2022).
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Street performers utilize a combination of crowdfunding, government support,
private sponsorships, and cooperative financing to generate sustainable income. These
financial models provide valuable insights into alternative funding strategies
applicable to rural creative hubs.

¢ Crowdfunding & Audience Donations

Street performers have increasingly used platforms such as Patreon, Ko-fi, and
Kickstarter to receive recurring financial support from audiences. This provides a
sustainable income stream beyond live performances (Handke & Dalla Chiesa, 2022).

A similar crowdfunding model could be used for community-led fundraising
campaigns to develop creative hubs in rural areas.

Crowdfunding ensures financial autonomy and enables engagement with a
broader audience, beyond local stakeholders (Handke & Dalla Chiesa, 2022).

e Municipal Support & Cultural Grants

Certain cities recognize the cultural and touristic value of street performances,
offering grants, designated performance zones, and regulatory support (Elkins & Fry,
2022).

Rural municipalities could adopt similar grant-based financing mechanisms to
support creative real estate projects (European Commission, 2022).

Partnerships with local governments and institutions could provide subsidies to
cultural hubs in rural communities (UNESCO, 2021).

e Public-Private Sponsorship

Street performers frequently collaborate with corporate sponsors, event organizers,
and local businesses to secure additional funding (Handke & Dalla Chiesa, 2022).

Local businesses and investors can act as private sponsors for creative real estate
initiatives (European Commission, 2022)

A hybrid funding model integrating public-private sponsorships and
crowdfunding could ensure financial sustainability for rural creative spaces (World
Bank, 2023).

¢ Shared Revenue & Cooperative Financing

Some performer groups pool resources and jointly own performance spaces,
reducing financial risks and increasing revenue stability (Elkins & Fry, 2022).
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This model can be adapted to co-owned creative hubs where multiple artists invest
in shared workspaces (Handke & Dalla Chiesa, 2022).

Establishing community land trusts (CLTs) or cooperative ownership models can
provide an alternative to traditional real estate financing (European Investment Bank,
2022).

In conclusion, it can be said that while street performers' financing mechanisms do
not directly involve real estate development, their alternative funding strategies can
inform sustainable finance models for rural creative spaces (Elkins & Fry, 2022). The
most applicable methods include crowdfunding, public-private partnerships, and
cooperative ownership models. These strategies could be scaled and adapted to
finance and sustain rural creative hubs, ensuring long-term viability and financial
independence (Handke & Dalla Chiesa, 2022). Future research could explore how
hybrid models combining these mechanisms can be optimized for creative real estate
projects in rural communities (European Commission, 2022).

5.4.2. Challenges and Lessons Learned

Key Challenges:

e Dependence on Audience Engagement: Crowdfunding and donation-based
models rely heavily on consistent audience participation, which may be less
predictable in rural settings (Handke & Dalla Chiesa, 2022).

e Limited Public Sector Funding: Unlike urban municipalities, rural areas often
lack institutional capacity to provide cultural grants (Loots et al., 2022).

¢ Financial Risks in Cooperative Ownership: While shared ownership reduces
costs, legal and financial complexities can arise in cooperative real estate governance
(Elkins & Fry, 2022).

Lessons for Future Alternative Finance Models:

e Hybrid Financial Structures: Combining public grants, crowdfunding, and
private sponsorships can create sustainable revenue streams for rural creative spaces.

¢ Local Business Engagement: Encouraging small business investment in creative
hubs can mirror street performers' public-private sponsorship models.
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e Flexible Ownership Structures: Implementing Community Land Trusts (CLTs)
and cooperative governance models can ensure long-term affordability and artistic
control.

By integrating crowdfunding, public-private sponsorships, and cooperative
ownership, small and medium-sized rural creative spaces can achieve financial
independence and sustainability.

5.5. ITS Lending — A Crowdfunding Model for Rural Real
Estate in Italy

Crowdfunding has emerged as an innovative alternative financing model in real
estate, particularly in projects aimed at cultural and creative revitalization in rural
areas. The lack of accessible funding mechanisms for small-scale real estate projects
has driven new models of investment, including crowdfunding platforms that
mobilize both local and international investors (Scaleupitaly, 2023).

ITS Lending, a real estate-focused crowdfunding platform, was launched in 2021
as part of ITS ITALY, a London-based company dedicated to regenerating historic
towns across Italy (italy magazine, 2022). The platform facilitates community-driven
investments, providing a structured financial model that allows investors to contribute
to the preservation and redevelopment of rural properties while earning a fixed return.

This case study explores ITS Lending’s financial model, project impact, and
implications for rural creative real estate financing.

ITS ITALY is a private initiative focused on revitalizing underutilized historic
properties in small Italian villages. The organization works closely with local
municipalities, ensuring that projects align with broader village recovery plans.
Beyond real estate investment, ITS ITALY incorporates community development
initiatives, such as co-working spaces, social hubs, and remote work-friendly
environments (Italy Magazine, 2023).

ITS Lending serves as the financial arm of ITS ITALY, providing a structured loan-
based crowdfunding model where investors can fund property renovations with an
expected return of 6-12% annually. The platform mitigates investment risks by
ensuring that all properties on the platform already have a final buyer, reducing
uncertainty and increasing financial security for investors (crowdinform, 2023).
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Figure 26- ITS Italy

5.5.1. Investment Structure of ITS Lending

ITS Lending’s financing model includes the following key components:

Loan-Based Crowdfunding: Investors provide funds for specific real estate projects
and receive fixed interest-based returns instead of equity stakes.

Risk Mitigation Strategies: Each project is secured with a pre-identified buyer to
limit financial risk.

Short-Term Investment Cycles: Typical projects have a 6 to 12-month completion
timeline.

Sustainability and Energy Efficiency: Projects follow high environmental
standards, including solar-powered infrastructure and energy-efficient renovations
(italy magazine, 2022).

This model provides insights into how alternative financing mechanisms can
support rural real estate development, aligning with co-financing strategies discussed
in previous sections.

5.5.2.  Case Study Analysis: ITS Lending Projects

ITS Lending has successfully funded multiple rural property regeneration projects,
demonstrating the viability of crowdfunding in alternative real estate finance. The
following case studies highlight its impact:
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1. Montecreto (Emilia-Romagna) — Adaptive Reuse for Creative Spaces
Project: Conversion of a local building into a clubhouse with co-working spaces.
Investment Model: Successfully closed crowdfunding campaign.

Relevance: Demonstrates how alternative finance enables creative sector hubs in rural
settings.

2. Caprarica di Lecce (Apulia) — Renewable Energy Integration
Project: Installation of a solar-powered heating system in a historic renovation.
Investment Model: Community-backed crowdfunding for green infrastructure.

Relevance: Aligns with regenerative investment and sustainability-focused finance.

3. Salemi (Sicily) — Co-working and Residential Redevelopment

Project: Restoration of a three-story historic building, transforming part of it into a co-
working space while retaining private apartments.

Investment Model: ITS Lending structured crowdfunding campaign.

Relevance: Highlights how crowdfunding supports co-ownership models and creative
sector hubs.

4. Montedinove (Marche) — Multi-Level Historic Property Renovation
Project: Renovation of a five-level property into four apartments.
Investment Model: Crowdfunding facilitated by ITS Lending.

Relevance: Demonstrates how alternative finance can support rural heritage
restoration.

5.5.3. Lessons for Alternative Real Estate Finance in Rural Creative
Sectors

ITS Lending’s model offers several key takeaways for alternative finance applications
in rural real estate:

¢ Risk Reduction Through Pre-Secured Buyers: Ensuring a final buyer is in place
before investment reduces uncertainty.
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e Municipal Collaboration Enhances Project Success: ITS Lending aligns with
local policies and urban development plans, reinforcing the importance of public-
private partnerships.

¢ Loan-Based Crowdfunding as an Alternative to Equity Models: This model
ensures structured financial returns, making it appealing for investors seeking
predictable gains.

¢ Sustainability-Driven Investments Attract More Backers: The platform
integrates green energy solutions, aligning with regenerative investment principles.

ITS Lending represents a real-world application of crowdfunding in rural real
estate, providing insights into how alternative finance strategies can support creative
sector projects in underutilized spaces. The model’s success demonstrates the potential
for structured investment mechanisms to scale similar approaches in Italy and beyond.

5.6. The CLIC Project

The CLIC Project (Circular models Leveraging Investments in Cultural heritage
adaptive reuse) is a European Union-funded initiative under the Horizon 2020
program, aiming to develop innovative financing, business, and governance models
for the adaptive reuse of cultural heritage within a circular economy framework. This
project seeks to demonstrate how cultural heritage can be a driver for sustainable
economic growth, social cohesion, and environmental regeneration.

5.6.1.  Objectives and Methodology
The CLIC Project's primary objectives include:

¢ Identifying Best Practices and Overcoming Barriers: The project aims to create
a common framework to support the adaptive reuse of cultural heritage by collecting,
analyzing, and classifying existing successful tools currently implemented. It also
seeks to identify cultural, social, economic, institutional, legal, regulatory, and
administrative barriers to adaptive reuse at various governance levels (CLIC, 2021)

¢ Creating an Evidence Base of Cultural Heritage Impacts: CLIC evaluates and
compares the impacts of adaptive reuse in economic, social, environmental, and
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cultural dimensions through specific criteria and indicators from a circular economy
perspective (CLIC, 2021).

e Supporting Circular Governance through Informed Decision-Making: The
project develops a Decision Support System (DSS) integrating planning, design,
economic, and multicriteria analysis tools to assist decision-makers in adaptive reuse
management and design choices. (CLIC, 2021)

e Developing Circular Financing and Business Models: CLIC identifies
parameters and develops innovative financing and business models to support the
adaptive reuse of cultural heritage, promoting sustainable investment strategies

(CLIC, 2021).

Methodologies for Impact Assessment:

CLIC has developed structured methodologies for assessing the impacts of cultural
heritage adaptive reuse projects:

e Multidimensional Impact Indicator Set: The project has created a set of
indicators to evaluate economic, social, environmental, and cultural impacts,
supporting participatory decision-making and enhancing sustainability in adaptive
reuse projects (CLIC, 2021).

e Circular City/Territory Model: CLIC proposes a European circular city/territory
model of sustainable development through adaptive reuse of cultural heritage,
emphasizing the integration of circular economy principles in urban planning and
policy-making (CLIC, 2021).

5.6.2.  Case Studies and Pilot Projects

The CLIC Project has implemented several pilot projects across Europe to test and
refine its methodologies:

Salerno, Italy: Salerno, with a population of approximately 135,000 inhabitants, is
the capital of its namesake province in the Campania region of southern Italy
(CLIC, n.d.). The city is strategically located along the Tyrrhenian Sea, between the
renowned Amalfi Coast to the west and the Sele Plain to the southeast. Due to its
rich historical, cultural, and economic significance, Salerno has positioned itself as
amodel for urban regeneration and adaptive reuse of cultural heritage (CLIC, n.d.).
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Figure 27- Salerno, Maritima Station [Source: CLIC Website]

In recent years, municipal authorities have undertaken a broad urban revitalization
initiative, restoring historical buildings, cultural assets, and public spaces (CLIC, n.d.).
This transformation includes:

e The restoration of monuments, churches, and noble buildings, such as the
Convent of Santa Sofia, San Lorenzo, and Palazzo Fruscione (CLIC, n.d.).

e The creation of new parks and public gardens, including Mercatello Park, Irno
Park, and Minerva’s Garden (CLIC, n.d.).

e Infrastructure projects designed by renowned international architects, including
Zaha Hadid, Santiago Calatrava, and Ricardo Bofill, focusing on the requalification of
the waterfront and commercial harbor (CLIC, n.d.).

¢ A tourism-centered initiative, including the Luci d’Artista (Artist Lights) festival,
which has significantly increased regional and international tourism (CLIC, n.d.).

Despite these efforts, a structured approach to sustainable urban planning and
heritage reuse is essential to ensure long-term economic, social, and environmental
sustainability. The CLIC Project plays a pivotal role in integrating circular economy
principles into Salerno’s cultural and wurban policies, ensuring that urban

redevelopment aligns with innovative financing models for heritage preservation
(CLIC, n.d.).

As an official CLIC partner, the Municipality of Salerno has adopted a circular city
model to support sustainable urban development. The project focuses on identifying,
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repurposing, and reintegrating underutilized cultural assets through circular economy
methodologies. The primary objectives of CLIC in Salerno include:

e Assessing the State of Cultural Assets and Their Economic Viability

e Conducting a comprehensive mapping of existing historical sites, cultural
properties, and public spaces to evaluate their current use, economic productivity, and
sustainability.

e Identifying residual economic life cycles of these assets and assessing potential
alternative uses.

¢ Developing Regenerative Asset Planning Models

e Establishing long-term strategies for adaptive reuse of heritage assets, ensuring
they retain their cultural value while being repurposed for modern uses.

e Exploring alternative financial mechanisms, such as public-private partnerships
(PPPs), impact investment, and crowdfunding models, to fund heritage regeneration
projects.

¢ Creating a Strategic Framework for Restoration and Green Urban Spaces

e Implementing restoration strategies that respect historical, architectural, and
environmental constraints while giving back accessible public spaces to citizens.

e Promoting the adaptive reuse of vacant buildings, transforming them into
community hubs, co-working spaces, and creative centers to foster economic
revitalization (CLIC, 2021; CLIC, 2021; CLIC, 2021; CLIC, n.d.).

The CLIC Project enables a data-driven approach to cultural heritage management,
ensuring that Salerno’s heritage assets are repurposed in a financially and
environmentally sustainable manner.

One of the key contributions of the CLIC Project in Salerno is the development of
financial models for cultural heritage reuse. The following financing mechanisms have
been identified:

Encouraging collaborative investments between local governments, private
developers, and cultural institutions (CLIC, 2021).

Example: The requalification of Salerno’s waterfront, where private investment is
leveraged to preserve cultural identity while fostering tourism and commerce.

Impact Investing for Cultural Assets; Structuring financial instruments that attract
investors interested in social and cultural returns (CLIC, 2021).

Example: Adaptive reuse of heritage buildings into multi-purpose cultural hubs,
providing economic benefits while preserving their historical character.
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Circular Economy-Based Financial Models; Establishing revolving funds where
profits from repurposed cultural sites are reinvested into future projects (CLIC, 2021).

Example: A strategic approach to abandoned heritage buildings, ensuring that
revenue from restored assets contributes to new restoration efforts.

Salerno exemplifies a city embracing cultural heritage as a tool for urban
regeneration. Through the CLIC Project, the municipality has successfully integrated
alternative financing mechanisms, circular economy strategies, and participatory
governance models to preserve and repurpose its cultural assets sustainably. The
lessons learned from Salerno provide a valuable blueprint for rural creative real estate
projects, demonstrating how cultural heritage can be leveraged for economic and
social development in Italy and beyond.

Rijeka, Croatia: Rijeka is the administrative and cultural center of the Primorje-
Gorski Kotar County and the third-largest city in Croatia with approximately 200,000
inhabitants. The city is strategically located in western Croatia, approximately 131
kilometers (81 miles) southwest of the capital, Zagreb. It lies along the Rjecina River,
surrounded by numerous smaller water streams, and carries the symbolism of water
in its name.

Due to its geographic advantages, including a narrow coastal zone, an abundance
of freshwater sources, and a naturally sheltered bay, Rijeka historically evolved into a
significant port and commercial hub. While the city’s economy has traditionally relied
on shipbuilding and maritime transport, Rijeka has recently repositioned itself as a
growing tourist and cultural destination. This transformation has allowed it to shed its
former industrial image and emerge as a dynamic urban space with new cultural and
economic perspectives.

Rijeka’s vibrant cultural scene is exemplified by its rich calendar of events, which
spans the entire year and includes music, theater, arts, and public festivities. Among
the most notable events is the Rijeka Carnival, an annual tradition originating in the
15th century. The International Carnival Parade, reintroduced in 1982, has since
become one of the most significant cultural celebrations in Croatia. Recognized by the
Sunday Times as one of the most attractive global events, the carnival transforms
Rijeka into the cultural epicenter of the region, blending historical traditions with
contemporary social critique.

Adaptive Reuse of Cultural Heritage: The Role of the CLIC Project in Rijeka

The CLIC Project has played a significant role in rethinking Rijeka’s urban fabric,
particularly through the adaptive reuse of disused industrial spaces. One of the major
initiatives within CLIC is the “KRPAnje Grada” (Patching the City) project, an urban
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and architectural initiative led by the Society of Architects of Rijeka (DAR) and the
Department for Culture of the City of Rijeka.

This four-year program integrates:

I. International Professional Workshops
II. Lectures and Knowledge Sharing
III.  Preliminary Project Development

IV. Public Presentations and Publications

The project's central objective is to identify and transform underutilized urban
areas, particularly former industrial complexes, into functional, community-driven
spaces. The adaptive reuse strategy aligns with Rijeka’s broader cultural policies, as
outlined in the Strategy of Cultural Development of the City of Rijeka 2013-2020. This
policy framework emphasizes:

e The preservation and sustainable reuse of Rijeka’s urban fabric.

e The integration of cultural heritage into long-term urban planning strategies
rather than ad hoc interventions.

e The efficient and sustainable use of existing urban resources.

By leveraging alternative financing mechanisms and participatory urban planning,
Rijeka is fostering a model of sustainable cultural heritage reuse, ensuring that
historical spaces contribute to the quality of contemporary urban life.

The KRPAnje Grada initiative under the CLIC Project demonstrates how urban
adaptive reuse strategies, supported by alternative financing and governance models,
can revitalize post-industrial cities like Rijeka. Through a combination of cultural
policy, public-private partnerships, and community engagement, Rijeka serves as a
case study in cultural heritage-led urban regeneration, offering valuable insights for
the application of alternative financial models in rural creative real estate projects
(CLIC, n.d.).

Vistra Gotaland, Sweden: Viastra Gotaland Region (VGR), established in 1999, is
Sweden’s first regional political entity, acting as an intermediary governance level
between the state and municipalities. With approximately 1.7 million inhabitants
spread across 49 municipalities, the region covers 25,247 km? in Western Sweden,
encompassing urban centers, rural landscapes, coastal areas, and forests. Historically,
its economy has been shaped by agriculture, forestry, and export industries, but in
recent years, the region has prioritized cultural heritage and sustainability as key
pillars of its economic development strategy. VGR plays a leading role in Sweden’s
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cultural policy, allocating the highest per capita investment in cultural heritage
management and adaptive reuse among all Swedish regions. The Vaistarvet
organization, a cultural and environmental heritage administration within VGR,
oversees multiple museums, conservation initiatives, and historical sites, ensuring that
cultural assets remain relevant for regional sustainable development. Despite these
efforts, the full potential of reusing cultural-historical buildings in local and regional
development has yet to be realized, necessitating innovative financing strategies and
governance models. Through the CLIC Project, Vastra Gotaland aims to extend
circular economy principles from other sectors to cultural heritage, unlocking new
investment models and community engagement mechanisms (CLIC, n.d.).
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Figure 28- Vastra [Source: CLIC Website]

The Role of the CLIC Project in Vistra Gétaland:

As a pilot region in the CLIC Project, Vastra Gotaland has committed to exploring new
governance models, investment strategies, and adaptive reuse frameworks for cultural
heritage. The project’s primary focus areas include:

1.Integrating Circular Economy Concepts into Heritage Reuse

e Expanding circular principles from material industries (e.g., textiles, furniture)
to cultural heritage reuse.

e Promoting the recycling of historic buildings as sustainable assets in urban and
rural regeneration plans (CLIC, n.d.).

2. Enhancing Financial and Governance Models for Heritage Sites
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e Engaging investors, civil society organizations, and regional development
agencies to create sustainable business models for cultural sites.

e Developing new collaborative forms to manage historical buildings, balancing
public, private, and social sector participation (CLIC, n.d.; CLIC, 2021).

3.Supporting Local Actors and Community-Led Development

e Providing financial and process support to municipalities, landowners, and
cultural organizations in adaptive reuse projects.

e Facilitating the co-creation of a strategic Plan of Action for reusing abandoned
cultural heritage (CLIC, n.d.; CLIC, 2021)

4. Launching Demonstration Projects

e Identifying at least one major reuse initiative in Vastra Gotaland to serve as a
reference model.

e Conducting feasibility studies and piloting circular business strategies for
sustainable cultural heritage investments (CLIC, 2021) (CLIC, 2021).

Case Studies of Adaptive Reuse in Vistra Gotaland:

Several historical sites in Vastra Gotaland have been selected as case studies within the
CLIC Project, serving as testbeds for alternative financing, governance, and
community-driven conservation strategies:

1. Alafors Fabriker, Ale

e A former industrial textile factory repurposed for creative industries and co-
working spaces (CLIC, n.d.) (CLIC, 2021).

e Financing Model: Hybrid public-private investment with crowdfunding
elements.

2. Gustavsfors Bruk, Bengtsfors

¢ An old ironworks complex, redeveloped as a cultural and educational center for
historical preservation (CLIC Project, n.d.-f).

e Financing Model: Public heritage grants and cooperative ownership.
3. Fengersfors Bruk, Amal

¢ A former paper mill, now transformed into a hub for artists, craftsmen, and local
entrepreneurs (CLIC, n.d.; CLIC, 2021).

¢ Financing Model: Community investment funds and social enterprise models.
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4.Forsviks Bruk, Karlsborg

e A water-powered industrial heritage site, adapted into a tourism and cultural
learning center.

e Financing Model: Sustainable tourism revenues and public-private collaboration
(CLIC, n.d.; CLIC, 2021).

5.Stromsfors Bruk, Svenljunga

e A historical factory site, repurposed as a business incubator for start-ups in
circular industries (CLIC, n.d.; Creativity, Culture and Capital, 2021).

¢ Financing Model: Impact investing and revolving regional development funds.

5.6.2.1. The Halland Model: A Framework for Regional Cultural Heritage
Conservation

An important precedent for adaptive reuse financing in Sweden is the Halland Model,
which has influenced the CLIC Project’s methodology. This model integrates cross-
sectoral collaboration, workforce training, and community-led conservation.

Key features of the Halland Model include:

100 historic buildings were restored and reused, one-third of which are now
occupied by cultural and creative industries.

1,100 construction workers trained in traditional building techniques, preserving
cultural skills and employment.

235 new jobs created in heritage conservation, demonstrating the economic impact
of adaptive reuse.

Total investment of 500 million SEK (55 million EUR) in cultural heritage renewal.

Return on Investment (ROI): Increased regional growth, strengthened local
identity, and enhanced environmental sustainability (CLIC, n.d.).

The Halland Model’s success in integrating conservation with regional
development policies provides valuable insights for Vastra Gotaland’s adaptive reuse
strategies under the CLIC framework.

Vastra Gotaland Region, through the CLIC Project, is redefining cultural heritage
reuse by integrating circular economy principles, innovative financing models, and
participatory governance structures. The region’s case studies illustrate how public-
private partnerships, impact investing, and community-driven business models can
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drive sustainable cultural development. Additionally, lessons from the Halland Model
provide a structured approach to financing and policy-making in heritage
conservation.

The outcomes from Vastra Gotaland can serve as a replicable model for rural
creative real estate projects, contributing to regional economic growth, cultural
resilience, and environmental sustainability.

Amsterdam, Netherlands: Amsterdam, the capital of the Netherlands, has a
population of approximately 834,713 inhabitants. Located in North Holland, it forms
part of the Randstad urban region, one of the country’s most economically dynamic
areas. Known for its historic canal network, multicultural identity, and innovative
urban policies, Amsterdam has long prioritized sustainability and creative industries.
Its Canal Ring, a UNESCO World Heritage Site since 2010, exemplifies the city’s
commitment to cultural preservation and adaptive reuse (CLIC, n.d.).

Amsterdam serves as a reference city for circular economy models in cultural
heritage reuse within the CLIC Project. A key initiative is Pakhuis de Zwijger, a
cultural organization that collaborates with Circular Amsterdam to promote
sustainable heritage conservation and creative industry hubs (CLIC Project, n.d.-e).
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Figure 29- Scheme for a project [Source: CLIC Website]
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Adaptive Reuse of Industrial Heritage: The Case of Pakhuis de Zwijger

e Originally built as a warehouse in 1934, Pakhuis de Zwijger was scheduled for
demolition during the redevelopment of the Eastern Docklands.

e Declared a national monument, the warehouse was preserved and repurposed,
with a bridge incorporated into its structure instead of demolishing it.

e The transformation was led by architect André van Stigt, making it one of the
largest restoration projects in Amsterdam’s history (CLIC, n.d.; CLIC, 2021).

Innovative Financing and Business Models for Cultural Heritage

The restoration was funded through:

e Public-private partnerships (PPPs) for structural renovations.

e Social entrepreneurship models, where commercial rentals fund cultural
programming.

o Flexible rent structures under the Broedplaatsen-beleid (Creative Hubs Policy),
supporting affordable spaces for startups and creatives (CLIC, n.d.; CLIC, 2021).

Circular Economy and Social Impact in Cultural Reuse

e Revenue from daytime commercial activities subsidizes free cultural
programming in the evenings, ensuring broad community access.

e The model reduces dependency on government subsidies, ensuring long-term
financial sustainability.

e The initiative has successfully attracted creative industries, reinforcing
Amsterdam’s reputation as a cultural innovation hub (CLIC, n.d.; CLIC, 2021).

Lessons for Alternative Financing in Cultural Heritage

Amsterdam’s model highlights key strategies for alternative financing in heritage
reuse:

Public-Private Partnerships (PPPs) — Collaboration between municipal authorities,
private investors, and cultural institutions ensures long-term sustainability.
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Revenue-Generating Cultural Hubs — Mixed-use financial models enable heritage sites
to generate self-sustaining revenue streams.

Flexible Rent Policies for Creative Sectors — Amsterdam’s Creative Hubs Policy fosters
economic innovation by providing affordable spaces for cultural entrepreneurs.

Circular Economy Integration — Embedding heritage conservation into Amsterdam’s
broader circular economy strategy ensures sustainable urban development.

The CLIC Project exemplifies the integration of alternative financing
methodologies in the adaptive reuse of cultural heritage. The project demonstrates
how cultural heritage can be leveraged for sustainable economic development, social
cohesion, and environmental sustainability by developing and applying innovative
financial instruments and governance models.

5.7. Bow Arts Trust

Bow Arts Trust is an educational arts charity founded in 1995, operating in East
London. It provides affordable studio spaces for emerging artists while managing the
Nunnery Gallery, an arts venue embedded in the local cultural fabric. The organization
also collaborates with schools to integrate arts education, demonstrating how creative
real estate investments can serve both economic and social functions (Bow Arts, n.d.).

To ensure financial sustainability, Bow Arts Trust developed a hybrid financial
model that integrates real estate investment, community engagement, and public-
private partnerships. The organization acquired studio spaces through long leases and
funded capital refurbishments using grants and surplus reinvestment. In 2015, it
secured a £600,000 credit facility from the Arts Impact Fund to purchase and develop
properties, ensuring long-term financial security and reduced dependence on grants
(Figurative, n.d.).

This case study examines Bow Arts Trust’s financial structure, exploring its
alignment with alternative financing models and potential applications for rural
creative real estate projects.

5.71.  Financial Model and Alternative Financing Solutions Used
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Bow Arts Trust employs a self-sustaining social enterprise model, combining various
financing mechanisms to support the acquisition and maintenance of creative real
estate. The key elements of this structure include:

¢ Credit Facility & Loan-Based Financing

In 2015, Bow Arts Trust obtained a £600,000 credit facility from the Arts Impact Fund,
which allowed it to purchase properties rather than rely on short-term leases. The
loan’s repayment structure ensured that revenue generated from artist studio rentals
covered operational costs, creating a financially sustainable model (Figurative, n.d.).

¢ Public-Private Partnerships (PPPs) & Grant Funding

Bow Arts collaborated with local authorities and organizations to secure funding for
property acquisition and renovations. For instance:

The Greater London Authority’s High Street Fund and municipal grants supported
property improvements (Greater London Authority, 2015).

Arts Council England provided additional funding for cultural programming and
gallery operations (GOV.UK, 2023).

e Revenue from Artist Studio Licenses

A core financial pillar of Bow Arts Trust is income from artist licenses. Artists pay
affordable rents for studio spaces, ensuring predictable revenue while maintaining
accessibility for emerging creatives. Any surpluses are reinvested into arts education
programs and property expansion (Figurative, n.d.).

¢ Placemaking and Economic Revitalization

Bow Arts Trust strategically positions its properties as creative hubs, acting as catalysts
for local economic activity. The presence of artists and cultural institutions enhances
urban regeneration, attracting additional businesses and foot traffic to the area
(Figurative, n.d.).

5.72.  Challenges and Lessons Learned

Key Challenges:
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Despite its success, Bow Arts Trust has faced several challenges in maintaining
its financial model and ensuring long-term sustainability. Some of the key
challenges include:

J Rising Property Costs & Lease Instability: The increasing demand for
real estate in London has resulted in higher property costs and shorter lease
terms, making long-term sustainability more difficult.

J Dependence on Institutional Funding: While Bow Arts has diversified
its revenue streams, reliance on grants, public funding, and credit facilities
presents risks if funding availability decreases (Figurative, n.d.).

J Balancing Affordability and Financial Sustainability: Maintaining
low-cost artist studios while covering operational costs and loan repayments
remains a financial challenge.

Lessons for Future Alternative Finance Models:

Bow Arts Trust provides key insights into alternative financing models for creative
real estate:

¢ Credit-Based Financing for Cultural Infrastructure:

The use of loan-based financing ensures long-term ownership stability, reducing
reliance on short-term leases.

This approach can be replicated in rural creative real estate projects, particularly
where municipal support exists.

e Public-Private Partnerships Enhance Viability:

Collaborating with local governments and funding agencies mitigates financial
risks and secures grants for infrastructure projects.

Rural municipalities could adapt this strategy to attract creative professionals and
retain cultural assets.

e Self-Sustaining Business Models Reduce Dependence on Grants:
Income from studio space rentals ensures predictable revenue streams.

Similar models could be applied to rural artist residencies, co-working hubs, and
creative incubators.

¢ Placemaking as a Regeneration Tool:

The integration of creative spaces with local economies enhances neighborhood
revitalization.
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In rural areas, this could be adapted to heritage preservation, tourism, and co-
ownership initiatives.

5.7.3.  Impacts and Case Study Analysis

Several successful initiatives demonstrate how Bow Arts Trust leverages alternative
finance mechanisms to sustain creative real estate projects:

¢ Acquisition and Renovation of New Studio Spaces

Bow Arts Trust expanded from a single site on Bow Road to managing eight studio
spaces across London. The Arts Impact Fund loan enabled property purchases,
providing long-term financial stability and reducing vulnerability to lease
terminations (Bow Arts, n.d.).

e Integration of Arts Education and Community Engagement

Bow Arts partners with over 90 schools, using surpluses from real estate income to
subsidize arts education programs. This ensures that creative sector investments
extend beyond economic benefits, fostering social impact and educational inclusion
(Figurative, n.d.).

e Use of Social Investment for Cultural Infrastructure

Unlike purely commercial real estate investments, Bow Arts Trust prioritizes cultural
infrastructure, supporting spaces that integrate arts, community, and education
(Figurative, n.d.). The organization’s ability to blend financial sustainability with social
value creation is a model for creative real estate financing in both urban and rural
settings.
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Figure 30- Bow Arts Trust Creative Activities [Source: Bow Arts Trust Website]

While Bow Arts Trust operates in an urban setting, its financial structure and
impact strategies can be adapted for rural creative hubs. The model’s emphasis on
affordable creative spaces, municipal partnerships, and loan-based financing aligns
with alternative financial strategies suitable for rural regeneration projects. By
leveraging credit facilities, artist co-financing models, and impact investment, rural
communities could develop sustainable cultural infrastructure while ensuring
financial independence.

Bow Arts Trust exemplifies how alternative finance mechanisms can be structured
to support creative sector real estate. Through credit-based investment, public-private
collaboration, and revenue-generating artist studios, it offers a scalable model for rural
creative sector projects. Adapting similar loan-based crowdfunding, municipal grant
strategies and cooperative ownership models could enhance rural creative real estate
development, making it a viable sector for investment and long-term sustainability.

5.8. Summarizing the Cases and their Specifications
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Table 10- Evaluation of Case Studies on Key Aspects
Case "€1H "1 Root Capital Street
OI.IS'ES 'll.‘l . Farmland LP 00 apita ree

Study | Sambuca di Sicilia (Global) Performers

'8 = | Public-private-people . egener'atwe . Blended finance Grassroot.s

g o . agriculture investing | . crowdfunding

& ° partnership (P4), co- . impact fund (loans .

c O . and impact (donations,

=S ownership. . . + grants).

= investing patronage).

Investor Perspective (Financial

Return vs. Motivation)

Mixed: Lifestyle
buyers, impact-
driven investors, and
local governments
aiming for long-term
revitalization rather
than immediate
financial gain. Some
properties flipped for
profit, while others
used for cultural or
community-driven
projects.

Mission-driven
investors; moderate
returns accepted for

ecosystem
restoration.

Investors value

long-term land

appreciation and
environmental
impact over quick
profits

Impact-first
investors; below-
market returns
tolerated. Banks,
foundations, and
DFIs co-invest
seeking
social/environment
al outcomes (e.g.
poverty reduction)
alongside modest
financial returns

Public donors; no
financial return —
support is driven
by altruism and
love of art.
“Investors” are
audience
members giving
small amounts
(tips) for
intangible
rewards (culture,
public
entertainment)

Risk Management (Mitigation

Strategies)

Low acquisition cost
minimizes financial
risk; regulations and
restoration
obligations ensure
responsible
ownership. Some
towns provide
incentives (e.g., tax
breaks) to reduce risk
further.

Diversified portfolio
of farmlands
spreads risk;
regenerative

practices improve
soil resilience
(reducing
climate/market risk
over time). Relies on
patient capital
willing to wait for
returns.

First-loss grants
and loan
guarantees absorb
risk, protecting
other investors.
Rigorous due
diligence on
borrowers;
localized presence
to support lending.
Achieves high loan
recovery (>98%)
through hands-on
portfolio
management

Minimal formal
mitigation:
income is
unpredictable.
Performers often
diversify by
seeking small
grants or side
jobs. Risk of zero
earnings on a
given day is not
shared — fully
borne by the artist
(illustrating high
uncertainty).
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Economic & Social Impact (Local Effects, Community
Benefits)

Economic: Stimulates
local economies via
renovation projects,
tourism growth, and

new businesses.

Social: Helps counter

5| Results of desktop analysis of case

Economic:
Revitalizes rural
farming economy
(improves land
productivity, jobs in
sustainable

Economic:
Improves incomes
and growth of 580+

rural businesses;
~1.2M small
farmers reached,
strengthening local

studies

Economic:
Limited - sustains
individual artists’

livelihoods at a
subsistence level;
little broader
economic impact
beyond perhaps
marginal tourism

historic structures,
reinforcing local
cultural identity.

Heritage: Preserves
agricultural heritage
by keeping land in
productive use.

communities and
traditions (e.g.,
coffee farming
heritage) by
making them
economically
viable.

traditions of street
arts and music
alive
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Scalability/Replicability (Potential to Expand)

Moderate scalability
—replicated in dozens
of Italian towns.
Expansion depends
on local government
support, private
investor interest, and
regional restoration
policies. Other
countries exploring
similar models.

Scalable regionally —
fund expanded to
thousands of acres,
and similar funds
can be launched
elsewhere. Model is
replicable where
patient impact
capital is available,
though requires
specialized expertise
in agriculture and
regenerative
practices.

Highly scalable —
achieved global
reach (Latin
America, Africa,
Asia) with over
$900M disbursed.
Model is replicable
(other impact funds
have been modeled
on Root Capital’s
approach), though
dependent on
continuous flow of
concessionary
capital and strong
on-the-ground
networks.
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Not scalable for
large projects —
works on one
artist/event at a
time. Difficult to
aggregate into
substantial capital
for real estate.
However, the
concept of direct
patronage could
be partially scaled
via online
platforms (e.g.,
performers using
Patreon or
streaming).
As a financing
method for real
estate, it would
need blending
with other funds
(e.g., match
funding from city
councils).

9]
S e

Bow Arts Trust (UK)

ITS Lending

CLIC Project (EU)

Financial

Model(s)

Lending-based
crowdfunding (real estate
platform).

Public-private-people
partnerships (pilot projects
with EU funding).

Hybrid: Social enterprise +
impact investment + public
grants (co-ownership of
creative spaces).
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Investor Perspective (Financial
Return vs. Motivation)

Crowd investors + lifestyle
investors; motivated by
both financial returns (6—
10% annual) and the cause
of saving Italian villages.
Low entry amounts attract
a mix of retail investors
and Italy enthusiasts,
rather than traditional
institutions.

5| Results of desktop analysis of case

Public and institutional
funders; not profit-
oriented. EU and local
governments invest for
research and community
outcomes. Private sector
involved via pilot
investments/contracts,
often for CSR or long-term
gains (e.g., real estate
developers seeing future
revenue from repurposed
sites). Citizens contribute
via ideas or volunteering,
rather than capital.

studies

Impact investors and donors;
expect social return (vibrant
arts scene, community
regeneration) and modest
financial return. Artists pay
rent for studios (so Bow Arts
has revenue), but rents are
kept low for affordability.
Investors like the Arts Impact
Fund accepted low interest
on their loan to Bow Arts in
exchange for community
outcomes.

Local authorities provide
grants seeing public value.

Risk Management (Mitigation Strategies)

Structured risk mitigation:
Only launches projects
with pre-committed
buyers (each renovation
has an exit strategy).
Legal agreements secure
investor repayment from
sale proceeds; platform
operator (ITS Italy) co-
invests and conducts due
diligence. Municipal
support (e.g., €1 homes
program) further lowers
risk by reducing upfront
property cost

Risk spread across sectors:
EU grants absorb
innovation risk; local
authorities provide
regulatory support;
private partners invest
gradually. Developed a
Decision Support System
to evaluate project
viability and risks before
implementation.
Nonetheless, each pilot
faced bureaucratic and
coordination risks
(mitigated by strong
governance frameworks
established by CLIC).

Diversified income and asset
ownership: Bow Arts secures
long-term leases or owns
properties, eliminating
landlord risk.

An Arts Impact Fund loan
enabled buying property,
which was leveraged as
collateral. Operational risk is
managed by having multiple
revenue streams (studio
rents, educational programs,
grants).

The charity maintains
reserves to handle income
volatility.
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Economic & Social Impact (Local Effects, Community
Benefits)

Economic: Finances
restoration of abandoned
properties, creating local

construction jobs and
boosting property values.
Successful resales bring
new residents or
businesses, aiding village
economy.

Social: Helps counter
depopulation; preserves
cultural heritage
buildings; engages the
local community and
diaspora in revitalization
(pride and participation in
saving their hometowns)

Economic: Pilot projects
(in Salerno and others)
stimulated local
economies by creating jobs
in restoration and
subsequent
cultural/tourism activities.
Social: Very high —
community workshops
and participatory
approaches were used
(residents helped shape
reuse plans),
strengthening local
identity and social
cohesion.
Cultural heritage assets
gained new public uses
(e.g., co-working, cultural
centers), improving
community quality of life.
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Economic: Transforms
underused buildings into
hubs of economic activity

(artists’ studios, gallery). Has
catalyzed local
redevelopment — new
businesses and foot traffic in
once-neglected areas.
Provides affordable
workspace, enabling creative
micro-enterprises to start and
contribute to the economy.
Social: Very high — over 500
artists supported with
studios.

extensive community

outreach (arts education in
100+ schools, public art
events) building social
capital. Retains creative

talent in the area by

providing affordable space,

which in turn enlivens
neighborhoods.

Environmental / Heritage Sustainability

Environmental: Moderate
— favors reuse of existing
structures (sustainable
practice vs. new
construction). Renovations
can integrate modern
energy-efficient upgrades,
though core focus is
heritage preservation.
Heritage: Very high -
explicitly saves historic
buildings and cultural
landscapes that would
decay otherwise

Environmental:
Emphasized circular
economy — adaptive reuse
means recycling buildings,
reducing urban sprawl
and waste.

Green design principles
were integrated (energy
efficiency, etc.) wherever
possible. Heritage: Central
focus — all projects aimed
to safeguard and give new
life to historic structures,
ensuring their
preservation for future
generations.

Environmental: Moderate —
Bow Arts refurbishes old
buildings (adaptive reuse)
which is eco-friendly, though
environmental sustainability
is not the primary stated
goal. Some projects likely
incorporate green upgrades,
but main focus is cultural
sustainability. Heritage:
Indirect — by occupying
historic buildings (like a
former convent, etc.) Bow
Arts helps maintain them; the
creative use can align with
heritage preservation if
buildings are historic (not
always the case, but some
sites are older buildings
given new purpose).
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Scalability/Replicability (Potential to Expand)

Scalable in a network of
villages — ITS Lending
expanded to multiple

projects in different
regions within its first
year.

The model could replicate
in other countries with
many small heritage
towns (requiring
adaptations to legal
frameworks). Platform
approach allows
simultaneous
crowdfunding of many
micro-projects, but relies
on continuous investor
interest and a pipeline of
undervalued properties
with potential buyers.
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Replicability: High
conceptually — CLIC
provided toolkits and
models that other
cities/regions can adopt.
Already, its methodologies
are informing EU policy
and new heritage projects.
On-the-ground scalability:
moderate — expanding a
pilot requires sustained
political will and funding.
Each new location needs
tailored stakeholder
alignment (hence scaling is
more about knowledge
transfer than exponential
growth).

studies

Scalability: Moderate — Bow
Arts grew from 1 site to 8
sites over 25 years,
showing that steady
expansion is possible with
the right partnerships.
Replication in other
cities/rural areas requires
similar conditions: available
buildings, public or
philanthropic support, and a
local creative community.
The model has inspired
initiatives like creative land
trusts in other cities.

In rural areas, a comparable
model might involve a
cooperative acquiring an old
building (with public
support) and converting it to
studios or cultural space —
feasible, but scaling would
depend on local demand and
funding.
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6 Business Roadmap

Building on the insights from this thesis work, as a conclusion and result of
findings, it is presented a Business Roadmap for deploying alternative financing in
rural creative real estate projects. The roadmap serves as a practical framework,
illustrating pathways and key steps for stakeholders — whether they be community
organizers, investors, or policymakers —to follow to initiate and sustain creative-sector
development in underinvested rural areas. It synthesizes best practices identified in
the research into a structured sequence, provides an overview of this framework,
mapping out each phase from project conception to long-term sustainability. The
roadmap is designed to be actionable: at each step, it highlights which financing
mechanisms are most relevant, who should be involved, and what enabling conditions
or support are needed.

Phase 1: Opportunity Identification & Community Mobilization — The starting
point is recognizing a viable opportunity: for example, an abandoned rural building
with cultural value, or a community need for creative space. In this phase, local
champions (artists, cultural leaders, local officials) come together to define a vision for
the project and gauge initial interest. A critical step here is conducting a preliminary
feasibility scan: What activities will the space host? What are potential revenue
streams (small events, tourism, workshops)? What is the approximate funding need
for acquisition or renovation? During this phase, community engagement is
paramount. The roadmap recommends forming a community advisory group or hosting
town hall meetings to build local buy-in. Early community involvement not only
generates ideas and volunteer support but also sets the stage for community-based
financing (like crowdfunding or local fundraising) in later phases. By the end of Phase
1, the project should have a clear concept and an initial group of supporters/champions
— essentially establishing the social capital that will underpin financial capital-raising
efforts. This aligns with findings from Co-Transpose, where strong grassroots
enthusiasm was the foundation for later success or €1 House Initiative (Italy) that is
showed how public policy incentives can encourage private investment in rural
cultural real estate It also satisfies investors’ often-stated requirement that projects
demonstrate local support and demand.

Phase 2: Stakeholder Coalition & Partnership Building — With a concept in hand,
the next phase is to assemble a coalition of partners. The roadmap suggests
identifying and securing commitments from three categories of stakeholders: (a)
Community/Local Actors — such as a local non-profit, cooperative, or trust that can act
as the project vehicle or co-owner (e.g. a “Friends of the Old Theater” community
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group); (b) Public Sector Allies — the municipality, regional development agencies, or
cultural heritage boards that can provide grants, property concessions (like leasing the
building for €1 as in Italy’s scheme), or regulatory approvals; and (c)
Private/Philanthropic Partners — including impact investors, crowdfunding platform
sponsors, local businesses, or foundations interested in rural development. Using a
Public-Private-People (P4) partnership model, formalize roles through MOUs or
letters of intent: for instance, the town council might agree to match funds raised by
the community, or an impact fund might agree to contribute investment if certain
conditions (e.g. half of funding secured via other means) are met. This phase often
involves structuring the ownership and governance of the project. The roadmap
could recommend models like forming a community land trust or a social enterprise
company where different partners hold shares or seats on a governing board -
ensuring everyone has a stake. By Phase 2’s end, the project should have an established
partnership structure and governance, which is crucial for accountability and
coordinated action during fundraising. This step reflects best practices seen in cases
like Bow Arts Trust (which has a charitable governance model) and the €1 House
initiative (formal agreements between buyers and municipalities). Essentially, this
coalition creates the institutional framework needed to support alternative financing
mechanisms.

Phase 3: Financing Strategy & Model Selection — With a coalition in place, the
project can develop a detailed financing plan. This involves determining the total
budget (capital expenditure for real estate acquisition/renovation, plus operational
costs) and then deciding on a mix of financing sources to meet that budget. The
roadmap, drawing from Chapter 5's comparative framework, provides guidance on
selecting the right combination of alternative models based on project characteristics:

» For projects with strong community resonance but modest revenue potential
(e.g. a community arts hub), emphasize crowdfunding/P4 elements. A crowdfunding
campaign can be launched to raise seed funds from the public — this not only brings in
money but also validates community interest. The roadmap suggests using reputable
platforms and possibly a match-funding approach (where a grantor or the local
government matches each dollar raised by citizens, doubling the impact).

o For projects requiring significant capital (e.g. large heritage building
restorations) or those with a blend of social and financial returns, consider blended
finance and impact investors. For instance, structure a deal where a cultural heritage
foundation gives a grant or zero-interest loan which sits junior to an impact investor’s
loan - reducing risk for the impact investor (as Root Capital did with first-loss capital)
. Alternatively, explore specialized impact funds or Community Development
Financial Institutions (CDFIs) that align with the project’s goals.

« Encourage co-investment and co-ownership models: The strategy may include
issuing community shares or membership (small investments from locals who then
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have a say in the project’s running), or inviting a mission-aligned investor to take an
equity stake in a revenue-generating part of the project (e.g. a café or co-working space
in the building). These echoes Bow Arts Trust’s approach of combining earned revenue
with social investment.

« Don't overlook traditional finance supplements: If the project can eventually
generate steady income (through rent or ticket sales), a modest bank loan or credit
union loan might be pursued to cover a portion of costs — but backed by guarantees or
a partner’s collateral to satisfy lenders. Some projects might qualify for government-
backed loan programs for rural areas or SMEs.

The outcome of Phase 3 is a financing blueprint detailing how much will be sought
from each source, the timing (e.g. crowdfund in phase 1 for seed money, then apply
for matching grants, then secure an investment loan), and contingency plans if certain
funds fall short. The roadmap emphasizes risk management in this plan: identify risks
and assign mitigation strategies. By following the structured evaluation criteria (like
those in the thesis’s framework: ease of access, risk, community engagement, etc.),
project leaders can justify their chosen mix — for example, opting for a crowdfunding
campaign because it rates high on community engagement and moderate on raising
capacity, while supplementing it with a smaller bank loan to cover any gap, which is
moderate on risk if collateralized by a partner. At this stage, a clear value proposition
should be articulated to each type of funder: why they should participate.

Phase 4: Implementation — Fundraising and Project Execution — This phase is
about putting the financing plan into action and rolling out the project. The roadmap
breaks this down into parallel tracks: (i) Fundraising Campaigns — launch and manage
the crowdfunding drive, submit grant applications, pitch to impact investors or
sponsors. This involves marketing the project vision widely, leveraging storytelling
about the community and cultural importance (the “pitch” should incorporate the
impact metrics defined earlier, to appeal to emotions and evidence). The project team
should maintain transparency and momentum - for instance, by providing updates,
hosting local events or online webinars to drum up support, and publicly recognizing
contributors. (ii) Financial Close & Agreements — as funds are committed, secure
them legally. That means finalizing investment agreements, grant contracts, loan
paperwork, community share issuance, etc., based on the plan. Legal counsel or
financial advisors may be engaged here to ensure the terms are fair and in line with
the partnership’s goals. If the financing involves property transactions (like buying a
building for €1 or signing a lease), those are executed in this phase. (iii) Project
Development — once initial funding is in place, begin the real estate project work: carry
out renovations or construction, and set up the operations (governance, staffing for the
creative space). The roadmap underscores maintaining alignment with funder
expectations during execution. For example, if an impact investor funded on the
promise of certain outcomes, ensure that monitoring systems are capturing progress
toward those outcomes. If the community invested labor or money, keep them
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involved — perhaps through volunteer build days or regular community meetings
about the project’s development. Essentially, Phase 4 is where the financial capital is
converted into physical and social capital. Strong project management and
communication are critical here. The research cases showed that even with good
financing, projects can falter without capable execution — hence, the roadmap might
recommend seeking technical assistance or mentorship. By the end of this phase, the
creative space or project should ideally be operational or near completion, and the bulk
of the planned financing should be secured and utilized according to budget.

Phase 5: Sustainability & Scaling — The final phase of the roadmap focuses on
ensuring the long-term sustainability of both the project and its financing model and
exploring potential replication or scaling. Once the creative space is up and running,
it needs a viable business model to cover operating costs (and repay any loans if
applicable). The roadmap suggests strategies like diversifying revenue streams (ticket
sales, memberships, rents, services), continuing community fundraising for
programming, and establishing an operational reserve fund. Equally important is to
measure and report impact — this means collecting data on usage (number of artists
using the space, visitors, events held), economic impact (tourism increase, jobs
created), and social outcomes (community satisfaction, youth engagement, etc.).
Regularly reporting these to stakeholders will keep funders engaged and justify
ongoing support or renewal of grants. Many alternative financing models depend on
trust and demonstrating success; thus, showcasing the project’s positive impact can
open doors to new funding or partnerships. For example, if the project meets its
targets, the municipality might consider increased support, or other towns might
invite the model to be replicated (as seen with multiple towns adopting the €1 House
concept). The roadmap also advises planning for financial self-sufficiency to the
extent possible: if initial funding came from one-time sources (like crowdfunding or
grant), the project should not become dependent on continuous injections of external
funds. Instead, plan to cover recurring costs through earned income or predictable
support (perhaps a local government contracts the creative hub to deliver certain
cultural services annually). Where loans were used, ensure a repayment plan is in
place, potentially refinancing if needed under better terms once the project is
established. Finally, Scaling and Knowledge Transfer: The roadmap concludes with
steps to document lessons learned and consider if the model can be expanded — either
growing the current project (adding new facilities, more programming) or inspiring
similar projects in other rural areas. The coalition should package their experience into
a case study or toolkit (much like this thesis does) to help others. Investors and
policymakers are especially interested in models that can scale; demonstrating that a
financing approach worked and can be repeated will attract further interest and
perhaps policy support. This phase thus feeds back into broader ecosystem
development: it’s where the project moves from an isolated success to part of a
network of solutions, influencing policy (through advocacy, showing the need for



6| Business Roadmap 181

regulatory changes or subsidies) and future research (providing data for scholars to
analyze outcomes).

Through these five phases, the Business Roadmap encapsulates a full lifecycle:
from an initial idea in a rural community to a sustainable creative enterprise financed
through alternative means. The roadmap’s structured approach ensures that each
critical element — community, partnerships, finance, execution, and sustainability — is
addressed in turn. It provides a clear pathway for stakeholders. For a community
group, it shows how to gradually build up to attract large investments by starting with
local action. For investors, it highlights at which stage their involvement is most crucial
and how projects mitigate risk before reaching them. For policymakers, it pinpoints
when and how public support can have maximal catalytic effect (e.g., early seed grants
or match funding in Phase 3, or supportive policy/regulatory frameworks in Phase 2
and Phase 5). Ultimately, this roadmap is a key outcome of the research: it translates
the comparative findings and theoretical insights into a practical guide. By following
this guide or adapting it to local conditions, stakeholders can more confidently pursue
alternative financing avenues, increasing the likelihood of successful real estate
developments that bolster the creative economy in rural regions. The Business
Roadmap aims to bridge the gap between academic analysis and real-world
applications, offering a tangible tool for driving creative-sector growth in areas that
need it the most.
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7 Discussion and Conclusion

This research set out to investigate how alternative financing models can support
real estate projects in the rural creative sector, and the findings offer a compelling
narrative of both challenges and possibilities. By combining insights from practitioner
interviews and a diverse range of case studies, the study provides a holistic
understanding of financing innovation in this niche. A clear picture emerges while
traditional financing has largely failed rural creative projects — due to high perceived
risk, lack of collateral, and low economies of scale — alternative models are actively
stepping in to fill the void. The discussion in Chapters 4 and 5 showed that these
alternative models are not monolithic; rather, they span a continuum from
community-led efforts (crowdfunding, cooperative ownership) to complex blended
finance arrangements (impact funds, regenerative investment vehicles). Despite their
differences, a unifying theme is their ability to customize capital to fit the project,
instead of forcing the project to fit rigid capital requirements. This flexibility is
precisely what the creative sector in rural areas needs. For instance, where a bank sees
an unbankable project, a crowdfunding platform sees an opportunity for community
passion; where a public grant program might not sustain a project long-term, an
impact investor brings patient capital that grows with the project. The comparative
analysis found that no single model is a panacea, but when deployed thoughtfully,
combinations of alternative financing can overcome the limitations of any one
approach. This confirms a key argument in the literature: that innovation in finance
often lies in hybridity and adaptation.

Crucially, the research identified several best practices and success factors (as
discussed earlier) that appear to transcend individual cases. High levels of stakeholder
engagement, for example, consistently correlate with positive outcomes — whether it’s
villagers in Italy taking pride in renovating €1 houses or investors in a fund feeling
assured because a local cooperative co-invested alongside them. Risk-sharing
mechanisms also stood out as essential; alternative finance doesn’t mean reckless
finance, and indeed the most successful models were those that creatively mitigated
risks (through insurance, guarantees, phased funding, etc.) to protect both the project
and the funders. Another cross-cutting insight was the importance of aligning financial
models with the values and goals of the creative sector. Unlike pure commercial real
estate, creative-sector projects prioritize cultural and social outcomes. The financing
structures must therefore accommodate non-financial returns. The study’s cases
demonstrated how this can be done: for instance, by using impact metrics as part of
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investment terms (so returns are partially measured in social value) or by involving
community stakeholders who inherently value the cultural mission. This alignment is
vital for long-term sustainability — if a financing model pressures a creative project to
sacrifice its mission for profit, it ultimately undermines both. Successful alternative
financing, as the findings suggest, blends financial discipline with mission protection,
ensuring the creative project can thrive artistically and socially while also meeting
obligations to funders.

Contributions to Knowledge: This thesis contributes to the academic discourse on
alternative finance and cultural development in several meaningful ways. First, it
addresses a notable research gap: the intersection of alternative finance with creative
industries in rural contexts has been underexplored. By focusing explicitly on rural
creative real estate, the study brings new empirical evidence and analysis to a niche
where the needs are great but prior data were scarce. The literature review and
findings together build a conceptual framework for evaluating alternative financing
models against criteria relevant to creative rural projects. This framework, presented
in Chapter 2 and applied in Chapter 5, is an academic contribution that future
researchers can refine or use comparatively. It moves the conversation beyond
anecdotal success stories to a structured evaluation of models. Second, the research
contributes to a set of case studies and practitioner perspectives that enrich theoretical
understanding with practical nuance. The detailed cases (from €1 Houses to Bow Arts
Trust) and the interview narratives (Co-Transpose, Rural Radicals, Figurative) add to
scholarly knowledge by documenting how alternative finance models are
implemented on the ground, including the obstacles faced and adaptations made.
These cases can serve as reference points in future comparative studies or meta-
analyses on cultural finance. They also expand geographic diversity in the literature —
covering Southern Europe, Northern Europe, and beyond — highlighting how context
influences financing innovation.

Importantly, the thesis advances the concept of Public-Private-People (P4)
partnerships in the realm of real estate finance. While P4 has been discussed in policy
circles, this work provides concrete examples and an analytical discussion of P4’s
efficacy in rural creative projects. It shows that P4 is not just a buzzword but a
workable model when properly structured, and it extends P4 theory by examining the
“people” component’s role in financing (not just in consultation or participation, but
in actually co-funding and co-owning projects). The findings underscore that policy
innovation can significantly enhance alternative financing, a point that contributes to
public administration and cultural policy literature. Additionally, the research touches
on emerging trends such as digital platforms and tokenization (not deeply covered
but noted through references like (Merrell, 2022) on blockchain). It lays groundwork
for how future technological advancements (FinTech, blockchain-based real estate
tokens) might further enable alternative financing in this sector — pointing scholars to
consider these tools in subsequent studies as they evolve.
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Perhaps the most practical contribution — and an academic one as well — is the
Business Roadmap (Chapter 6). This roadmap distills the research into an applied
framework, effectively bridging theory and practice. Academically, it can be seen as a
new framework for implementing alternative finance in rural creative contexts,
derived inductively from cross-case patterns. It provides a basis for evaluation or
testing: future research could examine projects that use this roadmap and see if
outcomes improve or compare regions with similar roadmaps to those without. For
the field of management of built environment (and specifically cultural infrastructure
development), this structured process model is a novel addition, merging project
development stages with financing mechanisms. It contributes to the literature on
project finance by introducing a tailored roadmap for projects that have high
social/cultural importance but low initial financial appeal. In essence, the study
contributes both descriptive knowledge (what is happening, via cases) and prescriptive
knowledge (what should be done, via the roadmap and best practices) for the relatively
nascent topic of alternative financing in rural creative sectors.

Implications for Stakeholders: For investors and social financiers, the findings
illustrate that there are viable ways to invest in rural creative real estate with balanced
risk-return profiles. Investors can take cues from models like blended finance or
community equity — for instance, partnering with a foundation for a first-loss
guarantee can open investment opportunities that previously seemed too risky. The
thesis provides evidence that with proper structuring (Root Capital case), reasonable
financial returns can be achieved alongside significant social impact. This should
encourage impact investors and even traditional investors (with CSR goals) to consider
rural creative projects as part of their portfolios, especially if they collaborate with
public or community entities as co-investors. For policymakers and public agencies,
the research underlines the powerful role policy can play in enabling alternative
finance. Simple policy actions — like the Sicilian local governments selling houses for
€1 and mandating renovations — can catalyze millions in private investment.
Governments are urged to create enabling environments: updating regulations to
accommodate crowdfunding and community investment (where securities laws might
otherwise hinder it), offering tax incentives or matching funds for investments in
rural creative enterprises, and investing in capacity-building programs that prepare
rural organizations to engage with complex financing (as seen in EU’s CLIC project
efforts). The roadmap and cases together make a case that public sector participation
is often the backbone that makes alternative financing feasible (be it through initial
funding, policy frameworks, or simply convening stakeholders). Policymakers can use
the findings to advocate for cross-departmental collaboration (culture, rural
development, finance) to address the multifaceted nature of these projects. For
community leaders and creative entrepreneurs, this thesis provides not just inspiration
but a concrete guide (the roadmap) to navigate the financing landscape. It demystifies
alternative finance by breaking it down into phases and components that local project
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leaders can follow. It also offers reassurance that even if rural creative projects start
small, they can tap into larger resources — the key is building credibility and
partnerships step by step. An implication here is that community groups should be
proactive in learning about new financing tools and not shy away from engaging with
investors or writing business plans; the success stories show that creative passion backed
by solid planning can indeed attract funding.

Limitations and Future Research: While this research makes significant strides, it
has limitations that open avenues for further inquiry. The qualitative, case-based
approach, by design, prioritizes depth over breadth. The cases were carefully chosen
and diverse, but they are still a limited sample. Future research could expand the
number of cases, including other regions or models (for example, exploring how
microfinance or cooperative banking might support creative real estate — which was
outside this study’s scope). A natural next step would be quantitative analysis:
surveys or statistical studies to test the prevalence of certain financing models and
their impact on project success rates across a wider population of rural creative
projects. Such research could validate and generalize the success factors identified here
(e.g., does community investment correlate with project sustainability across 100
projects?). Additionally, as mentioned, the role of technology (FinTech, blockchain) in
alternative financing for this sector is an emerging area ripe for exploration — early
signs indicate potential for things like tokenization of real estate to engage a broad
base of micro-investors globally, which could revolutionize how rural properties
access capital. Investigating pilot projects in that vein or developing prototypes would
keep the research at the cutting edge. Another avenue is policy analysis: comparative
studies of different country frameworks for community finance or public-private
partnerships could identify which legal/policy structures best facilitate the models
we’ve discussed.

In conclusion, this thesis finds that alternative financing mechanisms offer a
transformative opportunity for real estate development in the creative sectors of rural
areas. The evidence compiled demonstrates that when traditional finance withdraws,
innovation steps in backing social enterprises that enrich rural livelihoods. Alternative
financing is not a fringe experiment; it is rapidly becoming a mainstream solution for
the challenges of funding creative and cultural infrastructure, especially in contexts
that conventional investors find unattractive. The advantages of these mechanisms —
flexibility, community empowerment, alignment with social values, and the ability to
draw on resources that would otherwise remain untapped — outweigh their drawbacks
in many scenarios. As internet-based finance and social networks continue to evolve,
we can expect even greater adoption of crowdfunding, peer lending, and tokenized
investment platforms, making capital access more democratic and decentralized. The
findings of this research support the notion that the future of financing, particularly
for socially oriented projects, will be collaborative and multifaceted, blending public
interest with private innovation.
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Also, in another way it is concluded from interviews with practitioners (e.g. the co-
founder of Co-Transpose) reveal why alternative financing models are crucial for
creative-sector real estate in rural areas. Traditional financiers often deem these
projects too risky or unprofitable due to long return timelines, low collateral values,
and illiquid rural property markets. As a result, many rural creative ventures fall into
a “missing middle” — too unconventional for bank loans yet too large for small grants.
The interviewee emphasized that growing policy interest in rural revitalization has
not fully translated into investment, creating a gap that alternative models must
bridge.

Several financing strategies were highlighted as effective in overcoming these
barriers. Community crowdfunding and crowdequity can mobilize small investments
from locals and supporters, not only raising capital but also building local ownership
and an engaged audience. This “funding community” approach spreads risk across
many micro-investors and taps into altruistic motives. This evolution will demand
continued collaboration between innovators on the ground and researchers, ensuring
that practical breakthroughs inform theory and that policy frameworks evolve to
support these innovative models.

It can be argued that the advantages of alternative financing outweigh its
disadvantages, particularly as a substitute for the increasingly complex traditional
lending system that has become more convoluted over the past decades. With the
growing influence of internet-based financial transactions, it is foreseeable that lending
and borrowing will gradually transition toward predominantly online processes.

The ease of access, efficiency, and marketability of alternative financing sources
further support this shift. Additionally, the competitive pressures faced by both small
and commercial banks, particularly from larger financial institutions, have led to a
greater reliance on standardized lending models rather than soft-information-based
credit evaluations. This shift presents additional challenges for SMEs seeking capital
to initiate and sustain their businesses.

Furthermore, the advantages of alternative financing include:
e Simultaneous product promotion for borrowers,

e Faster application processes,

e Less restrictive evaluation criteria,

o Greater accessibility to lenders and platforms.

Given these factors, it is evident that alternative financing is poised to become a
dominant method for capital generation in the near future.

In closing, the research underscores a hopeful message: with creativity not only in
what we build but also in how we fund it, rural areas can overcome financial barriers to
become vibrant centers of culture and innovation. The creative spark, when matched
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with financial ingenuity and collaborative effort, can light up even the most
overlooked community. It is the author’s hope that this work contributes to that
illumination — inspiring further scholarship and real-world initiatives that continue to
push the boundaries of alternative financing for the betterment of communities
worldwide.
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