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Abstract: The debate on public real estate enhancement is prominent and requires innovative strat-
egies to assure economic and social sustainability. This article aims at systematizing the currently 
available methods and tools of public property enhancement in Italy, proposing a system of criteria 
to support the public administration (PA) in the decision-making process when managing public 
real estate enhancement oriented towards public utility. Namely, this article considers and assesses 
consolidated and innovative public real estate enhancement methods and tools currently available 
to the Italian PA according to the “endogenous criteria” of the real estate tools and “criteria of pur-
pose” of the public administration promoting the enhancement process. The final aim is to support 
the decision-making process of PAs and help both public and private actors in grasping and man-
aging the complexity of public real estate enhancement. An overview of the literature and of refer-
ence laws on public property enhancement builds the research framework, together with a path of 
research, dialogues, and fieldworks with the Italian State Property Agency (Agenzia del Demanio). The 
decision-making process of PAs for selecting a suitable enhancement strategy or tool should rest on en-
dogenous criteria and criteria of purpose. Specifically: (i) the distinct technical features of each public 
asset; (ii) the public utility aim that the public entity intends to pursue; (iii) the needs of the community 
(i.e., the demand); (iv) the skills available within the PA that promotes the strategy. 
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1. Public Real Estate Enhancement: Lost in Translation? 
The management and enhancement of public real estate is a relevant issue of collec-

tive importance that requires policy makers, representatives of public administrations 
(PAs), and private stakeholders to provide effective answers and models for interpreta-
tion, design and management, especially at a local level [1,2]. This research starts from the 
assumption—still ongoing among few scholars, e.g., [3]—that the publicness of public real 
estate depends more on its public utility than on its State ownership. That is to say, the 
main objective of managing public real estate is to effectively and efficiently use the assets, 
allowing the process of performing public tasks [2], and thus meeting the collective needs 
of the community by providing local public goods. 

This assumption deals with the conviction that public real estate assets are enclosed 
in the ‘Public Goods system’. A public good is an asset that belongs to the State or to other 
public bodies and to the community [4] and is intended as an instrument by which the 
PA achieves its purposes. The concept of public good has deep roots in the scientific liter-
ature: Paul Samuelson’s research entitled “The Pure Theory of Public Expenditure” [5] 
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expressed the concept of “pure” public goods according to three funding principles. 
Firstly, these goods are the expression of the highest degree of “publicness”; secondly 
maximum accessibility and inclusion in the use and consumption of public goods should 
be ensured; finally, the consumption of the good by an individual is supposed to not limit 
its consumption by others (non-rivalry principle). These concepts are reported also among 
the UN sustainability goals [6] and contribute radically to the concept of sustainability. 
However, public real estate management is a complex system of procedures that evolved 
over time and involves a plurality of subjects, approaches and interpretations that must 
leverage the above-mentioned principles. The first sources of complexity come not only 
from its country-specificities, but also from the diversified stakeholders involved [3]. In-
deed, the approach towards public real estate management varies based on context, polit-
ical sensitivity, and the managerial and technical skills of the subjects—public or private—
involved. Over the past forty years, several strategies and tools have been applied to op-
timize the management of public real estate with the purpose of increasing capital, saving 
costs and providing better services. The topic is still timely and relevant both at a national 
and at an international level. In Italy, the need to reduce and reallocate public spending 
[7] and to reprogram economic policies according to the European Fiscal Compact in-
creased the relevance of public assets in Public Administrations’ agendas [8]. More than a 
source of debt, public real estate started to be considered a source of revenue also at a local 
level [9], and the issue of its efficient and effective use became paramount. According to 
this approach, and in order to achieve these needs, 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 [10]. 

According to these premises, public real estate enhancement requires the combina-
tion of public interest principles (intergenerational equity, social sustainability, effective-
ness, accountability, etc.), key procedures of real estate management (public–private part-
nership, leasing, etc.) and other operational aspects (evaluation, performance evaluation, 
inventory, property maintenance, etc.), thus entailing a combination of the requirements 
of the managerial and of the political sphere. These requirements are often opposite (e.g., 
on one hand, the managerial processes require a long period of implementation to obtain 
results while, on the other hand, the political sphere requires results to be achieved in the 
short term). 

Generally, the complexity of public real estate enhancement procedures derives from 
the need to balance the diversified interests involved, including the ones of the state, 
stakeholders, and final users [3], and from the need to combine procedural characteristics 
of the political/public and managerial spheres [11,12]. It is specifically in this “translation” 
that public real estate enhancement procedures have multiple issues, and this is the reason 
why benefits from public real estate enhancement occur extensively only in the short term, 
while a long-term view is desirable [13,14]. 

Researchers and practitioners provided a rhapsodic view on public real estate en-
hancement and lack deep systematization of the methods and tools available for public 
property enhancement [13,15,16]. Namely, scientific contributions provided the cultural 
basis, the vision and the peculiarities of the management of public real estate, and high-
lighted the differences in objectives with CREM but, to date, there are still few contribu-
tions that support PAs in the decision-making process of enhancement, integrating eco-
nomic, ethical and sustainable criteria [17,18]. 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, decid-
ing, and implementing these strategies. Third, there is a general poor knowledge of the 
existing portfolio, Gibson, 1994 [19]. 
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The Italian context represents a privileged scenario for discussion, given the rele-
vance of its public real estate both in terms of general quality and of consistency [20–22]. 
According to the latest report from the Italian national institute of statistics on non-finan-
cial wealth in Italy [23], 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 [8]), so present and future research is required to provide definitive support to 
this real estate operator. 

In Italy, the “enhancement” concept includes the functional use of the property ac-
cording to the “direct or indirect benefit of the represented community” (article 2, legisla-
tive decree no. 85/2010), the ability of the property to generate income, and the possibility 
of being the object of investment policies at a territorial level [24]. According to the article 
3 of the legislative decree no. 351/2001 [25], the Italian State Property Agency (Agenzia del 
Demanio) should promote processes of public real estate enhancement “consistent with 
the guidelines for territorial development” and should represent—within the economic 
and social context of reference—“an element of stimulus and attraction of local develop-
ment interventions”. Furthermore, “each public body shall ensure that the community is 
informed about the enhancement process” [26]. Thus, the reference law framework recog-
nizes public buildings as assets that can positively contribute to the financial and social 
development of PAs and territories [8]. However, how can public administrations truly 
take advantage of this definition? What balance exists between the diversified require-
ments, needs, and expectations of the multiple actors involved? 

This paper aims to critically systematize the methods and tools of public property 
enhancement that are currently available in Italy, suggesting a framework of criteria to 
support the decision-making process of Pas when enhancing their properties. The results 
of this paper derive from a path of research and dialogue on public real estate manage-
ment, enhancement and regeneration between universities, and both public and private 
institutions in the Italian and international scenario involved in public real estate manage-
ment, enhancement and regeneration. 

2. Approach and Methods 
The paper critically reflects on consolidated and innovative public real estate en-

hancement processes, applying an inductive approach. This paper uses the authors’ expe-
riences as researchers and practitioners engaged in public real estate enhancement and 
management in the Italian context, and an overview of the literature and of reference laws 
on public real estate enhancement processes constitutes the research framework. Namely, 
this research is built upon round tables, focus groups and fieldworks within the NAZCA 
group (composed of Politecnico di Milano, AUDIS - association of abandoned urban areas, 
and several Italian municipalities ) [27], results of the ten-year research activity within 
OPPAL observatory on the local public administration’s assets [28], and collaborative ac-
tivities with the Italian State Property Agency (Agenzia del Demanio). 

This viewpoint is the result of an articulated and cross-disciplinary research path as-
suming that the process of public real estate enhancement must be oriented towards pub-
lic utility. Roundtables and meetings with PAs and real estate developers confirmed that, 
for years, enhancement strategies have been focused on the supply side (i.e., the amount 
of assets to enhance and their material/technical knowledge), while the demand side (i.e., 
expectations and needs of the different communities) was under-considered. This, in-
stead, should play a pivotal role in the definition of the strategy, although a general diffi-
culty emerges in the selection of the best enhancement strategy to apply. A critical ap-
proach towards public real estate enhancement is needed, since strategies are often se-
lected by convenience, while a coherent approach towards strategy selection is desirable, 
considering that public real estate should maintain its public nature and must be oriented 
towards public utility. Therefore, is it possible to identify a system of criteria to support 
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the decision-making process of the public entity in the selection of enhancement strategies 
that can pursue public utility? Which are the strategies that can build a balance between 
economic, technical and community requirements? The aim of this research is to build a 
practical approach for public real estate enhancement, according to a set of common cri-
teria. This research is presented as a harshly focused rather than comprehensive view-
point. This viewpoint does not have the ambition to holistically grasp public real estate 
enhancement processes and strategies in Italy but wants to practically address the issues 
that PAs are likely to have in selecting the best approach to public real estate enhancement 
and to provide them with support. 

This research builds, according to the sources analyzed and the practical experience 
of the authors (especially of the author involved in the Italian State Property Agency), a 
taxonomy of criteria for the qualitative assessment of the public real estate enhancement 
strategies available in Italy and applies these criteria to the financial and contractual strat-
egies for public real estate enhancement (both traditional and innovative). 

This qualitative approach lacks robustness but attempts to be practically relevant. 
The qualitative assessment proposed in the following paragraphs is far from proposing a 
“one-size fits all” approach because the variety of strategies and of real estate portfolios 
does not allow unification. Instead, each PA—affecting different territorial level—is likely 
to operate in a different way and the criteria proposed do not allow comparability be-
tween enhancement strategies because each one has different procedures, objectives, tim-
ing, and partners involved. 

This viewpoint has three sections. The first presents, and fully describes, the taxon-
omy of criteria designed, how criteria have been categorized according to the Italian reg-
ulatory framework and what their relevance is. As will be explained in the following par-
agraphs, given the strongly regulated Italian approach towards public real estate enhance-
ment and the complexity of applying each strategy, the reference criteria mainly derive 
from laws because the literature often suffers from country specificities or subjective per-
spectives. The second section qualitatively proposes a critical assessment of the whole set 
of methods and tools for public real estate enhancement according to the taxonomy of 
criteria, by proposing synthetic tables of analysis for each tool. The last section discusses 
and concludes the viewpoint, suggesting future research developments. 

3. Definition of a Taxonomy of Criteria 
The taxonomy of criteria serves as a support for the decision-making process of PAs. 

Authors built the taxonomy according to the literature and Italian regulations on public 
real estate enhancement. According to a simplification and systematization procedure, 
two macro-categories of criteria make up the taxonomy: (i) “endogenous criteria” and (ii) 
“criteria of purpose”. 

Among the “endogenous criteria”, this research recognizes all the rigid features of 
the public real estate enhancement tools that derive from the strict normative functioning 
of each method (i.e., type of property; time required; number of actors required; sharing 
the risk of the operation). These criteria must be deeply considered by PAs because they 
can immediately provide in/out evidence. Indeed, sources for each criterion generally de-
rive from laws because the Italian context is highly regulated; the boundaries of the deci-
sion-making “power” of the PA cannot, in any case, be outside the prescriptive context, 
and PA is supposed to act transparently and to publicly account its procedure according 
to the law. 

Among the “criteria of purpose” of the process, this research considers the variables 
of economy, efficiency, and effectiveness according to the seminal 3E model [29,30]. These 
are critical variables of a result-oriented system [31–33] and are likely to influence citizens’ 
satisfaction [34]. These criteria derived from the discipline of New Public Governance (NPG) 
that gave birth to the concept of a horizontal relationship of participatory nodes and encour-
aged the emergence of new subjects alongside the classical decision-making process [35,36]. 
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Table 1 summarizes the taxonomy of the proposed criteria. Each criterion has sub-criteria 
when necessary, qualitative metrics of evaluation derived from the literature and normative 
reference sources, and—for clarity—each criterion refers to a related question. 

Table 1. Summary of the qualitative criteria for public real estate enhancement tools assessment. Authors’ elaboration. 

Criteria Sub-Criteria Related Question Metrics Sources 
Endogenous Criteria     

Type of property 

Minimum size of the as-
sets’ portfolio 

Which is the minimum di-
mensional scale to activate 

the strategy? 

High (>20 millionn EUR) 

[37] 
Medium (1 < x < 20 million 

EUR) 
Low (<1 million EUR) 

Asset’s use 
Are the public  

buildings used? 
Used/Underused/Not used [38,39] 

Profitability of the assets’ 
destination of use 

Does the public assets pro-
vide profit for  

their functions? 
Hot/warm/cold [25,38] 

Presence of  
planning constraints 

In which state of conserva-
tion is/are the asset/s? 

Does/do the asset/s have an 
identity value for people? 

High/medium/low [38–40] 

Time required  
for activation 

- 
How much time is available 

or required for  
assets’ enhancement? 

High (>1 year) Strict functioning of 
the process expressed 
by law, empirical re-

search and [38,40] 

Medium (6 m < x < 1 y) 

Low (<6 months) 

Number of actors to  
be involved 

- 
How many actors are needed 

to activate the process? 

High (>4 actors) Strict functioning of 
the process expressed 

by law [41],  
empirical research 

Medium (3< x <4 actors) 

Low (2 actors) 

Sharing of the risk - 
Are the risks of the operation 

shared between actors? 

Shared Strict functioning of 
the process expressed 
by law, empirical re-
search and [25,38,42] 

Not shared 

Criteria of Purpose     

Economy - 
Does the process have a high 
impact on the balance sheet 

of the PA? 
Max price (€) [29,30,43] 

Efficiency - 
Does the process maximize 

the economic benefit with re-
spect to the resources used? 

Max (output/input) [29,30] 

Effectiveness - 
Do the benefits (included so-
cial ones) outweigh the costs 

of the process? 
Cost/benefit [29,30] 

3.1. Endogenous Criteria 
3.1.1. Type of Property 

The criterion of “type of property” considers the following sub-criteria, strongly con-
nected to the material features of the real estate—minimum dimensional scale; use and 
profitability of assets; presence of planning and urban constraints: 

• Minimum dimensional scale: some strategies, such as the real estate fund, require a 
minimum dimensional scale (expressed as the value in euros) for their activation. 
Other enhancement tools entail structural costs that make the operation convenient 
only when the assets exceed a certain size threshold [37]. In this research, this benchmark 
value corresponds to 20 million euros that derive from the minimum endowment of a 
local fund (the critical mass consistent with the complexity/costs of the fund); 
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• Use and profitability of the asset: some enhancement tools work on the transfor-
mation of the value of properties (e.g., through maintenance activities) and others 
work on the ability of properties to generate profit (e.g., through rent fees). According 
to these diversifications, the “type of property” criterion considers two different sub-
criteria: asset’s use (used, unused or under-used); asset’s profitability (ability to generate 
profit). Tools such as securitization or urban transformation companies (STU) work pri-
marily on transforming the value of real estate. Project finance and real estate funds are 
solutions suitable for profitable properties as derived from their structuring laws [38,39]. 
Asset management companies can adapt well to both types of assets [38]; 

• Presence of planning constraints: Pas cannot dispose assets constrained by a cultural 
or an identity value (see articles 53-57-bis, legislative decree no. 42/2004 “Alienation 
and other modes of transmission”), while in some cases, the restriction on the desti-
nation of use is likely to advise the most favorable strategy [38]. 

3.1.2. Time Required for the Enhancement Process 
The time needed both to obtain the necessary resources and to activate and imple-

ment the enhancement strategy represents a critical variable (i.e., impacts time availability 
of PAs). This criterion considers the procedural time necessary for placing the asset on the 
market in compliance with the principles of non-discrimination, mutual recognition, 
transparency and cost-effectiveness (i.e., procedures of public evidence) or aimed at final-
izing administrative actions prodromal to the enhancement (e.g., changes of use, checks 
of the cultural interest of the asset). Each solution has its specific time requirements ac-
cording to law, e.g., [40]. It should be noted, however, that for some solutions, such as 
securitization and real estate funds, which take a long time to complete, it is possible to 
combine bridge loans that anticipate the results [38]. 

3.1.3. Number of Actors Required for the Enhancement Process 
The number of actors—public or private—involved in the enhancement process dras-

tically increases the procedural complexity. Moreover, the involvement of private part-
ners with qualified specialist resources can facilitate strategies’ implementation, but also 
hamper it due to negotiation difficulties. The number of actors depends on the strict func-
tioning of the procedure. 

3.1.4. Sharing of the Risk of the Enhancement Process 
The risk variable can be charged to one or more of the actors involved in the process. 

The risk influences the attractiveness of private investments in the construction and man-
agement of works or in the supply of services, and it depends on the type of contract that 
the administration intends to develop. The risk, therefore, can be either equally distrib-
uted between the parties or fall on only one [42], articles 3 and 180. For example, a Public-
Private Partnership (PPP) contract allocates to the private operator: (a) the operational risk 
(i.e., the risk associated with the management of works or services and related to the de-
mand side, or the supply side, or both); (b) the construction risk (i.e., the risk linked to the 
delay in delivery times, non-compliance with project standards, increased costs, technical 
inconveniences or failure to complete the work); (c) the availability risk (i.e., the risk linked 
to the ability to provide the agreed contractual services, both in terms of volume and qual-
ity standards); (d) in cases of profitable activity, also the demand risk (i.e., the risk related 
to different volumes of demand for the work/service. 

3.2. Criteria of Purpose 
3.2.1. Economy 

When an enhancement process or a disposal operation is carried out, the PA usually 
has the objective of maximizing the sale price (or concession fee). Therefore, the economy 
variable is intended as the impact on the economic balance sheet of the PA [29,30].  
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3.2.2. Efficiency 
This research considers a strategy efficient when the economic well-being (alignment 

with the economy criterion) is maximized with respect to the use of input resources 
[29,30]. Input resources consider both the time necessary for the operation and the costs 
for the enhancement procedure (consultancy, administrative management, etc.) 

3.2.3. Effectiveness 
The effectiveness variable depends on the economic, social and environmental addition-

ality intended as a benefit–cost ratio: the degree to which the benefits (tangible and intangible 
values) outweigh the costs and whether this is in line with PA’s strategic objectives [29,30]. 

4. Results: Qualitative Assessment of Public Real Estate Enhancement Methods and Tools 
The following paragraphs qualitatively assess public real estate enhancement meth-

ods, tools, and processes within the taxonomy of criteria proposed in this research. These 
criteria and the analysis reported in the tables below are likely to provide support to PAs 
in deciding which enhancement tool or method to use and manage, and to which aim. 
This research limits its scope by considering financial, contractual, and urban transfor-
mation tools and methods for real estate enhancement and, among these tools, the re-
search considers both the mainstream and innovative ones that have been used and 
deemed as suitable by PAs for enhancement in the Italian context. The purpose of the 
analysis is to understand how these tools and methods meet—or not—the criteria pro-
posed in this research, starting from the mainstream ones, then moving towards innova-
tive ones (like those most recently introduced into the Italian regulatory framework). 

4.1. Securitization 
Securitization is a financial technique for assets’ disposal, used to enable the conver-

sion of publicly owned assets into financial instruments that are more easily marketable 
(securities). The procedure, given its complexity, requires large portfolios of assets and a 
long time, depending on the period required for the reimbursement of securities. In a se-
curitization transaction, the owner (originator) transfers the ownership to a third party 
(usually called Special Purpose Vehicle (SPV)). These acquired assets guarantee the hold-
ers of the securities, the subjects granting the loans and any other creditor [43]. The main 
strength of the securitization process is the generation of an immediate cash flow [38]. 
Since the strategy is totally managed by third parts, the main weakness is that the PA does 
not acquire effective managerial competences in the process; nonetheless, the PA can in-
tervene ex ante on the underused assets that will be included in the portfolio by changing 
their destination of use or their physical qualities. Securitization as a long-term process is, 
therefore, advisable only if the PA’s strategy is to meet the criterion of economy, while the 
process seems to be efficient only at the end of the process itself and only if the manage-
ment of the process is transparent and result—oriented from the beginning. Table 2 shows 
how the taxonomy of proposed criteria assesses the securitization process. 

Table 2. Analysis of the securitization process. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale High The process requires high-dimension portfolios of assets. 

Use Used/Underused/Not used 
Securitization is used for underused assets with a high poten-
tiality to generate profit. 

Profitability of assets’  
destination of use Cold 

Securitization works mainly on the transformation of the 
value of the assets through the enhancement and not on their 
initial profitability. 
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Presence of  
planning constraints 

Low The assets should have a low identity value and not be under 
planning constraints. 

Time required High The process requires years. It is possible to combine bridge 
loans to anticipate the results of operation. 

Actors to be involved High At least 8 different actors: originator; SPV; Bank; Rating agen-
cies; Credit enhancer; Investors; Sponsor; Servicer. 

Sharing of the risk Shared Shared among the actors. The risk is mainly given to the origi-
nator and to the credit enhancer. 

Criteria of Purpose   

Economy Yes (max price) 
Since the securitization is used for large asset portfolios; after 
the disposal there will be a high positive impact on  
public finances. 

Efficiency Yes (max output/input) 
The strategy is efficient only for large real estate portfolios: 
the tool requires high structuring costs and the involvement 
of many actors. 

Effectiveness No (min cost/benefit) 
There is no warranty of effectiveness because the manage-
ment is given to the future buyer of the assets. The guaran-
teed benefit for the PA is only in economic terms. 

4.2. Leasing 
The leasing contract is a financing contract that permits the availability of an asset in 

exchange for the payment of a periodic rent. At the end of the contract, the asset can be 
sold to the user for an amount lower than the market value. Usually, the PA (the supplier) 
is likely to resort to a real estate leasing operation for the instrumental properties which it 
intends to maintain use of, transferring them to a leasing company (the lessor) which, in 
turn, would lease them to the PA itself or other private or public entities (the lessee). The 
main strength of a leasing contract is the transfer of risk to the leasing company that ac-
quires the assets [44]. This tool is not widely used for public property enhancement, even 
if, according to the proposed taxonomy of criteria, the procedure can assure both effi-
ciency (the procedure is based on the affordability and accountability of the parties) and 
the economy criteria (at least in the short term). Table 3 shows how the taxonomy of cri-
teria proposed assesses the leasing tool. 

Table 3. Analysis of the leasing tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale High/medium/low There is not a limit in the dimensional scale. 
Use Used/Underused/Not used No specification. 

Profitability of assets’ destination 
of use Warm/Cold 

Leasing (in costruendo) is mainly used for worm 
and cold works: the strategy is not based on the fi-
nancial sustainability but works on the transfor-
mation of the value of the assets. 

Presence of planning con-
straints/identity value Low/medium/high No specification. 

Time required High The minimum duration of the contract is 8 years. 

Actors to be involved Medium The process involves at least 4 actors: PA; leasing 
company or lessor; lessee (private or public entity). 

Sharing of the risk Shared The risk is transferred to the leasing company. 
Criteria of Purpose   

Economy Yes (max price) 
Positive impact in the short term: debt reduction 
on PA’s balance sheet. In the long term it will have 
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to be evaluated based on the discounted cash flow 
(DCF) of the transaction, taking into account the 
discounted value of future fees and the mark up 
granted to the private investor. 

Efficiency Yes (max output/input) 
Possibility of a continuous monitoring and control 
by the PA. 

Effectiveness No (min cost/benefit) 
Effectiveness is not warranted because this is not a 
often-used tool for enhancement at least  
in Italy. 

4.3. Real Estate Fund 
Public assets included in a real estate fund can be managed directly by the PA, by 

specialized companies, or can be placed on the market to be sold. At the end of the fund’s 
life, all the assets must be disposed, and the proceeds distributed to investors. The instru-
ment needs a critical consistency for its activation related to the complexity and the cost 
of the fund [45]. 

In recent years, the public contribution real estate fund has been one of the most 
widely used tools for public real estate disposal in Italy, according to the legislative decree 
98/2011 named “Urgent provisions for financial stabilization” [46]. For example, “Fondo 
Immobili Pubblici (FIP)” allowed the disposal of about 400 public properties, for a total 
amount of about 3 billion euros, and the “Patrimonio Uno” fund, through which about 1 
billion euros of properties for non-residential use has been divested. The decision of a 
public authority to set up a fund comes from a long-term strategic vision: if the purpose 
of the PA is to sell assets at their maximum price (i.e., meet the criterion of economy), a 
real estate fund can meet this need, by setting the rules and characteristics of the fund at 
the beginning of the procedure and characteristics, according to the economic–financial 
needs and the available resources (properties). Furthermore, the complex governance 
structure of a real estate fund (corporate governance bodies, executive bodies, control 
bodies that include the PA) is likely to ensure the transparency, efficiency and effective-
ness of the procedure. Table 4 shows the analysis of the real estate fund enhancement tool 
according to the taxonomy of the proposed criteria. 

Table 4. Analysis of the real estate fund tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   

Dimensional scale High Legislative Decree 267/2000 provides a critical 
mass of about EUR 20–30 million [37]. 

Use Used/Underused/Not used Usually used/unused assets. 

Profitability of assets’ destination 
of use Worm/hot 

Real estate fund works for assets that provide 
profit. Differently, the assets should undergo 
renovation works. 

Presence of planning con-
straints/identity value 

Low No specification but, since it is a strategy of dis-
posal, a low identity value is expected. 

Time required High 
The maximum duration of the fund is 30 years. It 
is possible to combine bridge loans that antici-
pate the results of operation. 

Actors to be involved High 
High number of actors: asset management com-
pany (SGR); bank; PA; Investors; corporate gov-
ernance body. 

Sharing of the risk Shared Shared between PA and investors. 
Criteria of Purpose   
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Economy Yes (max price) 

High economic impacts because of the high 
number of assets in the portfolio of a real estate 
fund. PA can receive liquidity from the distribu-
tion of the shares and in the distribution of the 
plus value at the end of fund’s life or from the di-
rect disposal to the fund. 

Efficiency Yes (max output/input) 

High efficiency. The SGR is expected to have 
property and facility management competences. 
The high building costs of the strategy are sup-
posed to be repaid. 

Effectiveness Yes (max cost/benefit) 

A real estate fund can be built with different 
partners and actors, as a warranty of social bene-
fits—i.e., integrated system of funds for social 
housing [47]. The contribution of assets to a real 
estate fund appears potentially suitable also for 
the implementation of place development, infra-
structure works or social project. 

4.4. Concession, Enhancement Concession and Project Finance 
Concession, through project financing (PF), represents a tool partially used by PAs 

for public real estate enhancement. Concession is an enhancement tool of contractual type 
whose duration must be fixed in a time frame that enables cost refund and profit achieve-
ment [43]. The PF technique [48] is a financial tool used to identify a private entity that 
not only performs a work but actively cooperates with PA in identifying the characteristics 
of the activity or the service that the asset will provide. The private partner receives re-
muneration for the activities and provides a fee for assets’ use to the PA. At the end of the 
concession period, the assets return to the full availability of the PA. In Italy, with the term 
“concession”, we can distinguish between: 

• Ordinary concession/lease often used for the income generation from public real es-
tate enhancement (ex D.P.R. 13 September 2005, n. 296); this has a duration of 6 years 
with a maximum extension of 19 years; 

• Concession of enhancement used for projects enhancing public assets with respect to 
private use—e.g., tourism (art. 3-bis D.L. no. 351/2011 converted into law, with 
amendments, by art. 1, Law no. 410/2001); 

• Concession under the code of public procurement contracts (Legislative Decree 
50/2016), which is instead less used for purposes of real estate enhancement, but ra-
ther for the provision of public services or public utilities. 

Table 5 shows the qualitative assessment of the concession processes. 

Table 5. Analysis of the concession tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   

Dimensional scale Low 
There is not a dimensional limit. The concession is 
used mainly for single assets. 

Use Used/Underused/Unused 
Mainly for underused or unused assets. The conces-
sion often provides, at least in part, a change in the 
destination of use. 

Profitability of assets’ destination 
of use Worm/hot 

Usually, this tool works on the ability of properties 
to generate profit. Moreover, concession free of 
charge works well for no-profit activities. 
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Presence of planning con-
straints/identity value - 

Not specified. Only in enhancement concession (con-
cessione di valorizzazione) the identity value of the 
building is usually high, and mainly motivate  
the project. 

Time required High 

The longer it lasts, the more easily the project is 
profitable (the concession of enhancement as well as 
the ordinary concession has a maximum duration of 
50 years.). 

Actors to be involved High 
Stakeholders; PA; eventual special purpose vehicle 
(SPV); banks (as sponsors); concessionaire (private 
part), final users of the asset. 

Sharing of the risk Shared 

The risk is shared between public and private part-
ners. With PF technique, the operational risk is in 
the hand of the concessionaire, together with almost 
two of the following types of risk: construction, 
availability, and demand risks. 

Criteria of Purpose   
Economy Yes (max price) Economic impact both for public and private part. 

Efficiency Yes (max output/input) 

The public and private parts jointly evaluate the 
technical project and the design idea, cooperate in 
selection, management, and control of the activi-
ties/services that the public assets will offer during 
the concession contract. 

Effectiveness Yes (max cost/benefit) 

As a strategy of PPP, the concession implies an ade-
quate demand of service to be maintained and mon-
itored during time. If this demand exists, the effec-
tiveness is warranted. 

4.5. Asset Company 
The Italian legal system [49,50] allows public authorities to set up special joint-stock 

companies, to which PA entrusts the task of holding, managing and enhancing their own 
assets. In particular, the establishment of this entity provides the transfer of a real estate 
portfolio to a newly established company whose share capital can be totally controlled by 
the public entity or open to private shareholders. In the latter case, it is referred to as a 
joint enterprise (public–private). In both cases, the purpose of the company is reported in 
its business plan. Depending on the strategy reported in this plan, the asset company tool 
can be evaluated as effective or not. In general, asset companies focus their activities on 
property management, to maintain the value of the buildings, or on asset management, to 
consider public real estates as drivers of development for the territory. Indeed, asset com-
panies meet the need of economy and efficiency, especially when shared with a third-
party operator. Table 6 shows the qualitative assessment results of the asset company tool 
according to the taxonomy of criteria proposed in this research. 

Table 6. Analysis of the asset company. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale Low/medium/high No specification. 
Use Used/Underused/Unused Mainly for underused or unused assets. 

Profitability of assets’ destination of use Worm/hot 
The strategy is based on improving the eco-
nomic value of the assets with profitable ac-
tivities or thorough maintenance activities. 



Sustainability 2021, 13, 622 12 of 19 
 

Presence of planning constraints/iden-
tity value 

Medium identity value Mainly for underused or unused assets that 
need to be valorized. 

Time required Low/medium/high 
No specification. Depends on the number of 
assets to be managed and on the success  
of activities 

Actors to be involved Medium Public body; Private partner; Asset  
company; Banks. 

Sharing of the risk Shared Between private and public part. 
Criteria Of Purpose   

Economy Yes (max price) 
Positive impact on the balance sheet of the PA 
(proceeds from rents or sales). 

Efficiency Yes (max output/input) Optimization of management costs. 

Effectiveness No (min cost/benefit) 

Difficulty in aligning different interests. Need 
for a property management third part. Risk of 
low transparency in the asset  
management process. 

4.6. Urban Transformation Company 
The Urban Transformation Companies—commonly known with the Italian acronym 

STU for Società di Trasformazione Urbana [51]—are corporate bodies build by public and 
private subjects to jointly operate on areas or on real estate complexes. The STU can be 
defined as a purpose company since it is formed only to achieve a specific goal and will 
be dissolved after the achievement of these objectives. This public–private management 
tool has remained mainly underused in Italy [52]. Entrepreneurial subjects, able to pro-
vide financial resources and managerial skills, are involved in the management of the pro-
cedure: the main strength lies in the opportunity to use private financial resources for 
public aims. PAs have a controlling role in the process. Table 7 shows how the STU has 
been assessed thanks to the criteria proposed in this research. The tool requires a pre-
feasibility analysis; thus, the implementation procedure is complex. An STU is character-
ized by high fixed costs at the beginning of the procedure, while revenues are expected 
only at the end. Complexity also derives from the possible misalignment of visions be-
tween the public and the private actors involved. 

Table 7. Analysis of the Urban Transformation Company. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   

Dimensional scale High It is used for the enhancement of the city’s 
area/building complexes. 

Use Underused/Not used Usually used for the enhancement of un-
derused or abandoned areas. 

Profitability of assets’ destination of use Cold/Worm/hot 
The strategy in the long run should provide di-
rect or indirect profit. The strategy works pri-
marily on transforming the value of the assets. 

Presence of planning constraints/  
identity value - 

It is possible that high identity value justifies 
the project. The same happens with urban re-
generation projects. 

Time required High The positive effects of a STU start in the  
long time. 

Actors to be involved Medium Public partner (user), Public partner (pro-
moter); private partner (user); Investors. 

Sharing of the risk Shared Shared in the different phases of the process. 
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Criteria of Purpose   

Economy Yes (max price) 
The revenues are not guaranteed and will start 
at the end of the process. The PA has only to 
provide the assets without any financial outlay. 

Efficiency Yes (max output/input) 
Depends on the type of project, from capital 
sharing and from the type of private actor/de-
veloper involved. 

Effectiveness Yes (max cost/benefit) 
Italian experiences did not show the expected 
results. High risk of misalignment of mis-
sion/vision between the different subjects. 

4.7. Real Estate Investment Trusts (REITs) 
The 2007 Finance Law introduced a new category of corporate vehicles in Italy: Real 

Estate Investment Trusts (known in Italy with the acronym SIIQ for Società di investimento 
immobiliare quotata) [53]. The main benefit of these vehicles istheir particular tax neutral-
ity/transparency regime. This condition is assured as long as the company (i) has the legal 
form of a joint-stock company; (ii) reside in the Italian territory; (iii) has real estate leasing 
as a prevalent activity (at least 80%); (iv) is listed on an Italian regulated market; (v)dis-
tributes of at least 85% of the net profit deriving from the real estate rental activity to 
shareholders. This type of strategy is not usually used for public asset enhancement, ex-
cept for very profitable operations, given the predominance of rental activities, the high 
dimension portfolio of assets required, and time. Table 8 shows how REITs have been 
assessed thanks to the criteria proposed in this research. 

Table 8. Analysis of the Real estate investment trust (REITs) tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale High High dimensional scale to justify the listing on the market. 
Use Used Used with activities that provide profit. 
Profitability of assets’ destina-
tion of use 

Worm/hot Yes, to justify listing on the stock exchange and the manda-
tory predominance of rental activities. 

Presence of planning con-
straints/identity value 

Medium/Low Good maintenance state but low identity value because the 
assets are practically sold to the company. 

Time required High High, to provide shareholder return of the investment. 

Actors to be involved High 
Possibility to start synergic actions with other public admin-
istrations to have higher amount of assets in the portfolio. 

Sharing of the risk Shared Shared between PA and Investors. 
Criteria of Purpose   

Economy Yes (max price) 
The tool implies fiscal benefits and a high impact on the bal-
ance sheet of the PA because of the high market value of the 
buildings to be valorized (Profit test). 

Efficiency Yes (max output/input) 

Efficient, because real estate management is the core business 
of the REIT company. High risk within the process because of 
the volatility of Italian stock exchange for the discount  
of shares. 

Effectiveness No (min cost/benefit) 

Effectiveness is not warranted because this tool is an aliena-
tion strategy aimed at making profit from buildings yet 
rented with no control on the social-economic and environ-
mental impacts. This tool is not commonly used for public 
buildings’ enhancement, even if it can represent an oppor-
tunity strategy with adjustments. 
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4.8. Trust 
The trust is a legal institute able to create a fiduciary relationship between a public 

entity, called the “settlor”, and a second entity, called the “trustee”, who become the man-
agers of the assets. The settlor (the PA) obtains the revenues from the trustee with respect 
to the settlor’s restrictions on the use of the income generated from the asset. Thus, public 
aims can be reached thanks to private resources. Table 9 shows how trust has been as-
sessed thanks to the criteria proposed in this research. 

Table 9. Analysis of the Trust method. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale High/medium/low No specification. 
Use Used/Underused/Not used No specification. 
Profitability of assets’ des-
tination of use Cold/warm Usually is used for cold and worm works. 

Presence of planning con-
straints/identity value Low/medium/High No specification. 

Time required Medium 
Trust speed up the time necessary to complete the work 
thanks to the outsourcing of certain tasks to qualified enti-
ties. 

Actors to be involved Medium Settlor (PA); Trustee (third part); Beneficiary (PA). 
Sharing of the risk Not shared The trustee manages the risk. 
Criteria Of Purpose   
Economy Yes (max price) Yes, if the PA is not only the settlor but also the beneficiary. 

Efficiency Yes (max output/input) Yes, both because of the supervision and control of the PA 
and for the management of qualified entities. 

Effectiveness Yes (max cost/benefit) Yes, if the programs of the PA and of the trustee are aligned 

4.9. Availability Contract 
The availability contract is a public–private partnership contract by which a privately 

owned asset is envisioned for the provision of services (usually of public interest) for a fee 
[54]. The ownership, therefore, belongs to the private party from the beginning which as-
sumes the economic risks of construction and technical management of the property. The 
availability contract specifies that the public entity pays the availability fee only “in pro-
portion to the actual availability of the work” and that it shall be “proportionately reduced or 
cancelled during periods of reduced or no availability of the work” [55]. Even if no specifica-
tion is given about the dimensional scale necessary to activate the strategy, this is used for 
single-asset enhancement. Table 10 presents the availability contract tool’s analysis. 

Table 10. Analysis of the Availability contract tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale High/medium/low No specification. 

Use Used/Underused/Not used 

Usually it concerns assets used or underused or not 
currently used but to be re-functionalized for their fu-
ture use in the public interest (public offices, archives, 
social infrastructure, etc.). 

Profitability of assets’ destination 
of use 

Cold/worm/Hot No specification. 
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Presence of planning con-
straints/identity value 

Low Mainly for implementation and new construction. 

Time required High Between 10 and 30 years. 

Actors to be involved Medium Public Body; Banks; Public service work body; Manage-
ment body; SPV. 

Sharing of the risk Shared 
Construction and availability risks are allocated to pri-
vate part while the demand risk is in the hand of the 
public part that firstly design the process. 

Criteria of Purpose   

Economy No (min price) 
The PA pays only a periodic fee to the private part for 
the availability of the service. The contract includes the 
hypothesis of purchasing the asset at the end. 

Efficiency Yes (min output/input) 

The economic resources and managerial skills mainly 
weighs on the private part that also represents the ben-
eficiary of the operation. Efficiency depends on the 
type of project and from the type of private  
actor involved. 

Effectiveness Yes (max cost/benefit) PA has low costs but can exploit the benefits if there is 
a share in the mission with the private part. 

4.10. Sponsorship 
Sponsorships acquired importance especially for real estates characterized by a 

strong cultural value (i.e., cultural heritage). In a sponsorship contract, PA is mainly a 
sponsored passive actor (sponsee), while private subjects are active actors (sponsor) 
[41,56]. The sponsee agrees, for a fee, to allow behavior that gives the sponsor the oppor-
tunity to exploit the authority and reputation of the sponsee, in order to achieve the 
growth of the private sponsor’s knowledge among the community. The PA obtains an 
indirect form of financing, which can be used for public asset maintenance or, in a spon-
sorship of a technical nature, for services, works and goods supply [57]. Table 11 shows 
the analysis of the sponsorship enhancement tool. The analysis shows a generally poor 
rate of the tool according to the criteria of purpose presented in this research. 

Table 11. Analysis of the Sponsorship tool. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   
Dimensional scale Low No specification, but mainly used for single assets. 
Use Used/Underused/Not used No specification. Mainly used for used assets. 
Profitability of assets’ destina-
tion of use Cold/worm 

The strategy works on the transformation of assets value 
in terms of quality and not in terms of profitability. 

Presence of planning con-
straints/identity value High Used mainly for public cultural heritage. 

Time required Low/medium/high No specification. 
Actors to be involved Low At least two actors: sponsor and sponsee (PA). 
Sharing of the risk Not shared Charged by the private part. 
Criteria Of Purpose   
Economy No (min price) No direct effect on PA’s balance sheet. 

Efficiency No (min output/input) 
The public part does not improve its managerial skills 
and competences in the definition and management of 
the project. 
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Effectiveness Yes (max cost/benefit) Low control by the PA on warranty of public  
utility purposes. 

4.11. Innovative Contractual and Financial Tools for Real Estate Enhancement 
Innovative enhancement tools include: (i) contractual tools (i.e., administrative bar-

ter); (ii) financial tools (i.e., civic crowdfunding). 
The “interventions of horizontal subsidiarity” [58] and the institution of administra-

tive barter (according to article 190 Legislative Decree no. 50/2016, which supplements 
and modifies the provisions of art. 24 D. Law no. 133/2014, “Unblock Italy”), propose com-
munity participation in the enhancement of unused places and assets through cultural 
initiatives, interventions of urban decorum, recovery, and reuse for general interest pur-
poses. The management is entrusted to a consortium that reaches at least 66% of the own-
ership of the area. 

Crowdfunding is, instead, the practice of funding a project by raising amounts of 
money from a large number of people—the “crowd”—typically via an on-line platform 
(e.g., “www.kickstarter.com”, “www.startnext.de” and “www.fundrise.com”). We refer 
to civic crowdfunding for projects related to a specific territorial area with strong attractive-
ness and/or with a rooted sense of place and belonging among the community [59]. Table 12 
assesses innovative contractual and financial tools according to the proposed taxonomy of cri-
teria; the results confirm that these tools are not advisable for PAs looking for strong financial 
benefits. 

Table 12. Analysis of innovative contractual and financial tools (e.g., administrative barter or civic crowdfunding) for 
enhancement. Authors’ elaboration. 

Criteria Metrics Qualitative Assessment 
Endogenous Criteria   

Dimensional scale Low No specification, but being a subsidiary procedure is expected to 
be used for single assets or restricted public spaces. 

Use Used/Underused/Not used Usually for specific abandoned areas. 
Profitability of assets’ 
destination of use 

Cold/warm Usually not profitable. 

Presence of planning 
constraints/identity value 

High Areas of public interest, so with a medium/high identity value. 

Time required High Speed strategy, thanks to the facilitations given by law. 

Actors to be involved Low 
At least the PA, the private organization of citizens, (and the 
eventual online platform manager in the case of crowdfunding). 

Sharing of the risk Not shared Given to the private part. 
Criteria of Purpose   

Economy No (min price) Costs and revenues are in the hand of the private part (consor-
tium of citizens). 

Efficiency No (min output/input) No need for resources from the public administration. It is not 
yet clear whether forms of public evidence are necessary. 

Effectiveness Yes (max cost/benefit) 
Yes, because of a total absence of costs for the PA and a total 
meeting with the demand related to that specific place  
or building. 

5. Discussion 
As can be seen from the analysis, the process of enhancing the value of assets is a 

complex and articulated process that requires, on the one hand, specific expertise and, on 
the other, the systematization of criteria and multi-criteria decision-making processes that 
regulate and combine the needs imposed by the budget and the mission of the public 
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body. The criteria proposed in this research contribute to the debate on optimization of 
PAs’ use of their real estate to raise capital, save costs and provide better services to citi-
zens [18,60]. 

The research proposes the taxonomy of guiding criteria as a platform that rationalizes 
and systematizes endogenous criteria and criteria of purpose with the enhancement strat-
egies and methods available in Italy. This provides a tool to support the PA in order to 
proceed in the evaluation of the feasibility of the enhancement path on the basis of avail-
able resources and the purpose to be achieved. 

Indeed, from the analysis, what is clear is that the decision-making process of PAs 
for selecting a suitable enhancement strategy or tool should rest on the specific technical 
features of each public asset, the public utility aim that the public entity intends to pursue, 
the needs of the community (i.e., the demand of public services), and the skills available 
within the PA, that is, promoting the strategy [61]. Apart from the endogenous criteria 
(which derive from the functioning of the instrument and, for these reasons, do not allow 
space for comparability, if not in the sense of requirements) it is possible to reflect on the 
“purpose” criteria in future research developments. Thus, the final aim of a public real 
estate enhancement strategy should be to “create value” [62], not only in economic terms, 
but the measurability of this “value” remains, for now, a blurred concept. 

The task that today’s Public Administrations are called upon to perform requires a 
systemic approach to problem-solving and, above all, professional skills oriented towards 
a managerial approach at the strategic and operational levels [63]. Since public real estate 
management is performed according to country-specific procedures [64], this article 
strongly refers to Italian laws and regulations for public real estate enhancement. The re-
sults of this study are, therefore, not fully generalizable and require adjustments to be 
applied in other countries, although they can serve as a reference. The research, presented 
as a viewpoint, deserves a margin for improvement: the results achieved to date lay the 
foundations for a more virtuous and efficient action of the PA in the management of the public 
built environment and in pursuit of the objective of public utility. Future research develop-
ments are likely to test the usability and applicability of the taxonomy of criteria on real cases 
during pre-feasibility phases of a public real estate enhancement procedure, and to test the 
assumptions in this research according to a more robust methodology. 
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