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Abstract

As the housing affordability crisis strikes many cities around the world, public institutions and citizens have
started to become aware of growing problems in the access to adequate affordable housing. The issue is
particularly evident in Milan, where increased attractiveness is paralleled by a huge rise in housing prices.
This article presents the results of research conducted by the Affordable Housing Observatory of Milan,
contributing to public knowledge on housing affordability problems and envisioning possible policies to
tackle them. Housing issues are contested and political in nature, and in the Italian context the debate is
often led by the voice of the real estate sector while data are highly fragmented and knowledge about
housing affordability is limited, especially in Milan. We fill this gap by conducting an original analysis of
existing public data on the housing market, the labour market and incomes to highlight the trends in housing
affordability in Milan. We focus on the period starting in 2015, a turning point for Milan with the
international EXPO and the beginning of an intense phase of urban transformation and real estate
development. The article shows how the increase in housing prices and rents has outpaced growth in
incomes and wages by nearly a factor of three and how a major share of income earners in Milan cannot
afford decent housing. These trends expose lower-income residents to the risk of expulsion and condition
access to a job in the city to ownership of assets or financial assistance from parents (especially for
first-time buyers and the younger generations). Finally, the article reflects on the implications of growing
unaffordability with reference to policies targeting housing costs, incomes, and wages.
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1. Introduction

An essential condition for living in a city is being able to bear the costs of housing, an issue generally
summarized within the concept of housing affordability (Haffner & Hulse, 2021). Housing affordability refers
to the ability of households to sustain housing costs in relation to their socioeconomic conditions,
particularly incomes and wages. Academic discussion of housing affordability began at the end of the
19th century with studies on poverty in industrial cities and the issue has exploded cyclically in relation to
crises and periods of urbanization (Haffner & Hulse, 2021). It became a central focus of political movements
and public policies in the post-WWII era, then falling into the background of the public debate with the
advancing homeownership society and the residualization of housing policies. Today, new dynamics
affecting cities, such as the commodification and financialization of housing (Madden & Marcuse, 2020),
touristification, and increasing urbanization of capital and people (Camagni, 2016; Glaeser, 2011), have
drawn renewed attention to affordability.

While phenomena such as commodification and financialization have recently attracted a consistent amount
of research in the urban studies literature, in-depth and contextualized quantitative analysis of housing
affordability trends have remained relatively unexplored (Haffner & Hulse, 2021). A large amount of
literature shows that affordability problems tend to concentrate in attractive cities (Haffner, 2018;
Whitehead & Goering, 2020) and many authors suggest addressing the affordability crisis from the vantage
point of cities (Wetzstein, 2017). In the current economic phase, financial investments overwhelmingly
target urban real estate and large social and political blocs measure the success of cities and their
governments according to the growth of property values and the ability to attract capital and resources
(Engelen et al, 2017). Against this narrative, however, the trend of real estate values and territorial
attractiveness should be compared to the effects of real estate dynamics in terms of diseconomies,
inequalities and exclusion from the benefits of urban life for those who contribute to life in the city but are
unable to bear the costs individually (Bricocoli & Salento, 2019; Cavicchia & Peverini, 2021). This can be
linked to housing affordability, as many authors point out that cities risk becoming increasingly unaffordable
as they become more attractive (Wetzstein, 2017). In this light, there is increasing interest in investigating
the urban dimensions of housing affordability (Haffner & Hulse, 2021; Wetzstein, 2017).

Following this perspective, we investigate the trends and traits of the affordability crisis in Milan. Despite a
labour market whose wages are among the lowest in Europe and in a context that has seen increasing
commodification and financialization of the real estate market, the relationship between housing costs and
incomes in Italy has been systematically ignored and depoliticized (Storto, 2018; Tulumello & Caruso, 2021).
Moreover, regional disparities across Italy are a solid feature on the national level and inequalities are
growing significantly in more attractive cities, while a significant part of the country is affected by
depopulation and abandonment (Coppola et al., 2021; Moscarelli & Peverini, 2024; Viesti, 2021). In this
context, affordability is becoming a concern, especially for those urban agglomerations that prove capable of
attracting populations despite the country’s demographic stagnation, with Milan as the most outstanding
case. In the past century, the city of Milan has faced significant influxes of internal migration and the
conditions and criticalities of accessing adequate housing have been extensively analysed and documented
in research (Alasia & Montaldi, 1960/2010). Today, however, traits are emerging that show access to
housing to be increasingly complex and multifaceted: the unprecedented increase in renting after the long
growth of homeownership, the commodification of housing and the extensive financialization of the housing
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market, and the increased competition by tourism and short-term renting (Cavicchia & Peverini, 2021).
These trends are accompanied by the residualization of public housing policies and the increasing devolution
of housing to the private market (Belotti & Arbaci, 2021; Coppola et al., 2023). In Milan (as in several global
cities with a similar attractiveness), the ratio of housing costs to incomes is increasingly considered a threat
by citizens, public institutions and more recently by employers as they struggle to meet their need for
workers (Bricocoli & Peverini, 2024). Since spring 2023, students have started protesting insistently against
high rents, drawing attention to the affordability issue and calling for more sensitivity on the issue of housing
costs as a threat to the right to education. Yet despite growing sensitivity to housing costs, we are still far
from any real shift in the introduction of more adequate policy tools or the perspective of a more effective
(and inclusive) housing policy.

Amid this background and inspired by international examples, we founded the Housing Affordability
Observatory (Osservatorio Casa Abbordabile) in 2022 to monitor the dynamics of housing affordability in the
city of Milan. The observatory is a partnership between the Department of Architecture and Urban Studies
at the Politecnico di Milano and the Milanese housing cooperatives Consorzio Cooperative Lavoratori and
Libera Unione Mutualistica (more information is available on the website: www.oca.milano.it). This article
presents the results of extensive data collection and analysis carried out within the observatory on housing
costs (rents, mortgage costs), incomes and wages to understand recent developments in housing
affordability in Milan from 2015 to 2022 (the most recent data available). The starting year was chosen due
to the symbolic turning point represented by the international exposition held in Milan, when an intense
phase of urban and real estate development began again, together with the unprecedented growth of
tourism in the city. The goal of this article is to answer the following research questions: “Has Milan become
less affordable since 2015?" and “How did affordability develop in different segments of the housing
market?” We respond to these questions by analysing and processing data on the housing and labour
markets to provide evidence for the trends in housing affordability in Milan in the period 2015-2022.
Our research could be easily replicated in other cities—in Italy or elsewhere—with a comparison of the
results for a better understanding of current affordability.

The article is organized as follows: Section 2 illustrates the theoretical framework, Section 3 the materials and
methods, and Section 4 the results. Section 5 discusses the data while Section 6 presents some conclusions
and policy implications.

2. Housing Affordability as the Outcome of a City’s Housing and Labour Markets

Affordability is a key indicator of a city’s inclusiveness, especially when measured on the way people access
housing (Cavicchia & Peverini, 2021). A lot of literature has shown that the concept of housing affordability
has no unique interpretation and affordability measurements face important methodological challenges
(Bramley, 2012; Chaplin & Freeman, 1999; Stone, 2006). Research on the topic has seen at least three
phases (Haffner & Hulse, 2021). First, from the late 19th through the first half of the 20th century, housing
affordability measurements were ingrained in research into the cost of living and poverty. Second, in the
second half of the 20th century, attention shifted to “budgets”—the total income needed for all important
necessities—as an aspect of poverty and urban problems, which led to the development of the
residual-income approach (Stone, 2006). Third, at the beginning of the 21st century, scholars have called for
new ways of conceptualizing affordability that effectively consider the urban dimension, analytically
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exploring and problematizing its urban aspect (Haffner & Hulse, 2021). The renewed “urban” focus means
that scholars often concentrate on attractive cities, which are confronted today with an increase in housing
costs that puts low-income groups in great difficulty (Wetzstein, 2017). While we consider this as part of a
larger phenomenon of territorial concentration (Moscarelli & Peverini, 2024), we also believe that in-depth,
contextualized research on the affordability issue is urgently needed. We therefore situate our study in this
third period, focusing on a specific city, Milan, and framing affordability as the outcome of its housing and
labour markets, a rather new direction for this research.

The connection between housing and poverty is well established in the literature; scholars often connect
affordability with poverty and in-work poverty, i.e., the condition of being absolutely poor despite having a
job. The implications for cities are less explored, however (Haffner & Hulse, 2021). With respect to Italy, a
study of census data using a residual income affordability measure showed that absolute poverty
approximately doubles in Italy when considering housing costs (Palvarini, 2010). Instead, the relationship
between housing costs and wages, a classic economic issue, is relatively underexplored in the urban studies
literature. However, conditions of housing affordability are increasingly also a matter of concern for
workforce recruitment and tied to trends in the labour market, as institutions acknowledge a mismatch
between the location of jobs and housing (Eurostat, 2016; Haffner & Hulse, 2021). This topic is particularly
important in Italy, the only OECD country where wages have declined in real terms since the 1990s and
where one job is often “not enough” for paying housing costs (Filandri, 2022). A recent study of Italy using
Eurostat data shows that housing affordability affects poor in-work tenants, mortgaged homeowners—
almost regardless of the location (even in rural areas)—and low- to middle-income households, especially
when renting in larger cities (Colombarolli, 2024). This trend jeopardizes the ability to form a family and the
feasibility of work mobility, as access to housing for the younger generations in Italy strongly depends on
financial or parental help (Filandri & Bertolini, 2016). These findings push us to further investigate the
relationship between housing and labour market in Milan, framing it in terms of affordability.

While we concentrate on affordability trends and connect them to the labour market, we consider the
affordability level as one outcome of a city’s economy and urban development model. The critique of
contemporary capitalism is useful for framing the affordability issue as a problem of distribution. Starting
from the three factors of value distribution identified by Marx—wages, profits, and (land) rents—scholars
have shown that the increase in value appropriation by the rising rentier bloc—through both immaterial and
spatial processes that increase land rent such as housing financialization and gentrification—jeopardizes both
wages and profits, diverting resources away from production (Harvey, 1985; Ryan-Collins et al., 2017;
Vercellone, 2008). Since the financial crisis, there is a new emphasis on urban land rent as a primary factor in
housing affordability problems (Arbaci et al., 2020; Camagni, 2016; Haila, 2016; Peverini, 2023; Piketty,
2014; Pizzo, 2023; Ryan-Collins, 2018). An often-cited study found that the sharp rise in housing prices
since the 1990s is primarily explained by skyrocketing land rents (Knoll et al., 2017). In Italy, housing prices
tripled in real terms from the 1970s to the global financial crisis, and economic evidence shows that two
thirds of this growth is explained by the rise in land rents (Cannari et al., 2016). Moreover, a long-term study
of Italian gross domestic product found a decline in the labour share partially due to the recovery in profits,
and largely due to a steady increase in housing rents (Torrini, 2016). Additionally, many authors also argue
that in post-industrial economies, profits and land rents tend to have matching characteristics, as profits are
often reinvested in rent, but there is a real distinction between wages and land rents (Pizzo, 2023).
Interestingly, Vercellone (2008) includes the wage of working categories related to functions of capital
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coordination (i.e., managers) in the realm of land rent. These theoretical vantage points (supported by
extensive econometric evidence) help us see the current affordability issue not so much as a market failure
tied to supply shortages, but rather as an issue of the distribution of economic value produced in a city
(Arbaci et al., 2020). In this sense, an increasing number of scholars have proposed a shift away from the
mere housing shortage aspect of the affordability problem (Ermgassen et al., 2022; Rodriguez Pose &
Storper, 2020). In this light, we consider housing affordability as a multifaceted result of the local housing
market that needs to be contextualized for different income profiles and wages in the local labour market,
reflecting the distribution of economic value generate by (and in) a city through labour and production or
through rent extraction (Andreucci et al., 2017).

With respect to the operating definition of affordability, a critical review (Peverini, 2023) showed that
housing may be considered affordable if: 1) prices and rents are below the market price of a particular
property class (“below market”); 2) prices and rents are the mere sum of production costs (“at cost rent”); 3)
the share of disposable income spent on accommodation is below a certain level for a specific household
(“cost to income”); 4) enough dwellings in a given market are cost-to-income affordable for particular income
categories (“housing accessibility”); 5) the residual income after housing costs for a specific household is
above a minimum (“residual income”); or 6) the share of disposable income spent on accommodation and
transport for a specific household in a specific place is below a certain level (“housing+transport”) or, more
generally, if one considers other location-related expenditures (“location affordability”). In sum, housing
affordability refers to the economic conditions confronted by people and households in certain
socioeconomic conditions to access and maintain housing (usually low- and middle-income households)
within a housing market. In this perspective, affordability is a measurable characteristic of any type of
housing (whether public, social, or private) connected to its quality and location (Cavicchia, 2021; Peverini,
2023). In the related concept of housing accessibility (Neuteboom & Brounen, 2011), affordability is a crucial
factor indicating the degree to which a city is accessible to newcomers, especially low- and middle-income
people, and how the city can be an inclusive platform for socioeconomic improvement or a poverty trap
leading to expulsion of the most vulnerable. We acknowledge the complexity of the literature and choose to
use a definition like the one for housing accessibility, by measuring cost-to-income affordability in the
segments of access to housing through rental contracts and mortgages for specific working categories.
The remainder of the article explains further this approach and applies it to measuring affordability trends in
the city of Milan.

3. Materials, Methods, and Context

As explained above, we address the research questions by comparing trends in net incomes, wages (per
work category), sales prices, and rents. Trends are indexed and compared for the 2015-2022 period,
therefore adjustment for inflation is not needed. Below we describe characteristics and methodological
issues of every indicator.

For incomes, we rely on data collected by the Ministry of Economy and Finance (MEF) on personal income tax
(IRPEF), recording the income sources and amounts of each individual taxpayer (MEF, 2024). This is the only
publicly available data on individual incomes in Italy that is not based on surveys but strictly on administrative
data, thereby allowing for small-scale analysis. In Milan, taxpayers constitute approximately 68% of residents.
The data are released yearly for each municipality. The latest release refers to 2022, since tax declarations are
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due on the year following the earnings and the data are released in spring of the subsequent year. Among other
items, IRPEF data include (per year): gross income for all municipal taxpayers; number of municipal taxpayers;
and total amount of income tax. Net average income may be easily calculated by subtracting the total amount
of income tax from the total gross income and dividing the result by the number of taxpayers.

For wages, the main data source is the Italian National Institute for Social Security (INPS), which releases
annual data on the labour market and wages on the provincial level. We focus on employees in the private
sector, who account for 71.8% of workers in Milan (Figure 1). INPS provides information on contracts and
wages, broken down by sector and aggregated by province (INPS, 2024). Unfortunately, data on a smaller
scale are not available, but approximation is acceptable if one considers the supra-local integration of the
labour market of Milan (around half of workers live outside the main municipality). Based on the open data
provided by INPS, we break down workers in the private sector for 2022 (latest release) into the four
qualifications used by INPS (Figure 1), which are described as follows: “Manager” is an employee in charge of
directing the company or an important independent branch thereof; “Middle manager” is an employee
whose functions hold significant importance for the purposes of continuously developing and implementing
the company'’s objectives; “White-collar worker” is an employee assigned to conceptual or orderly activities
inherent in the organizational and technical-administrative procedures of the company, aimed to assist the
entrepreneur or manager's activities; and “Blue-collar worker” is an employee assigned to duties strictly
inherent in the company’s production process. Unemployment tends to be low in Milan (4.8% of the
population aged 15-65) compared to the rest of the country (7.8%). Nevertheless, job insecurity and
in-work poverty are important issues among workers (Filandri, 2022). In this sense, focusing on private
employees is a simplification, as they tend to have rather stable incomes compared to other, more unstable
worker categories, which reach almost one third of all workers in Milan according to one of the main

. 0,
Politicians: 2.07% Collaborators; 9.9760
Self employed; 2.15% \ r Researcher; 0.59%

Craftsmen; 4.07% \
Hired help; 4.17% \

Blue collar; 28.07%
Trader; 5.29% —4

Public employee; 8.18% ———

Apprentice; 2.25% —
Manager; 1.92%

Middle manager; 6.23%

\— White collar; 35.54%

Figure 1. Workers by sector in Milan in 2022. Coloured sectors identify the four main segments of the private
job market identified by INPS and analysed in this article, constituting 71.8% of the total workforce in the city
(for clarity, the colours are the same as in Figure 4). Grey sectors indicate other segments of the job market
that are not included in our analysis. Prepared by the authors using INPS data (INPS, 2024).
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workers’ union (CGIL, 2024). This simplification means that we are generally underestimating the issue but is
acceptable as we want to investigate affordability trends for the main body of workers in Milan and does not
weaken our findings as we will see.

For housing prices, we rely on the housing prices index calculated every year since 2010 by the National
Statistics Office (ISTAT); the data are publicly available. Data are released for the whole country and for a
selected number of municipalities, including Milan. For rents, the situation is more complex. In contrast to
the sale market, statistical information on the rental market is limited (Loberto, 2019). Since an official rental
market index does not exists, we mainly rely on data provided by the Observatory of the Real Estate Market
(OMI) under the National Revenue Agency (OMI, 2024). Despite improvements implemented in 2016, the
quality and granularity of OMI data for the rental market is lower than the sales market, but it remains the
main available data source (Loberto, 2019). The OMI database provides information on the whole county
and for a selected number of major municipalities (including Milan) regarding rents, the number and type of
rental contracts, the floor area of the dwelling, and the size of the rental market in a given geographical area
measured as the percentage of new leases. Data on rental contracts are based on the new leases registered
by the National Revenue Agency every year and are categorized in four contract types (see Section 4.1).
Data on leases of less than one year are not registered by the National Revenue Agency, representing a
limitation to this source of data given the recent spread of short- and medium-term rentals; while they can
be estimated using scraping portals, we concentrate on longer-term leases as more adequate to the needs of
a worker. Other limitations include the possible effect of tax evasion and missing or reduced declarations,
resulting in underestimated rent levels. Therefore, we consider OMI data as generally underestimating
affordability problems.

To overcome these limitations, scholars and analysts started using new sources of information represented
by real estate portals. One of the main portals in Italy is Immobiliare.it (www.immobiliare.it). According to
Loberto (2019), data from Immobiliare.it can capture spatial heterogeneity in rents, although there is a
significant positive gap between the estimates of the average rents requested and actually paid. In addition,
the dynamics of the rents demanded by landlords closely approximates the rents charged. The main
criticality is that the leases on the portals do not observe the effective rents, i.e., those stipulated between
the contracting parties, and do not represent all rents (as houses may be rented outside the portals, usually
at lower rents). In other words, the portal data probably overestimate actual rents, thereby overestimating
affordability issues. Although some people argue that overestimation problems are rather small (Loberto,
2019), the database should first be purged of multiple offers or offers that remain in the portal too long
(e.g., because they are overpriced), something which is hard to perform from outside the platform.
Additionally, Immobiliare.it does not release aggregate data on the number of leases, but only on average
rent levels.

Given the disadvantages of each indicator, we decided to use both. We extracted OMI data on rental
contracts from the yearly report released by the National Revenue Agency, which is currently available for
the 2015-2023 period. Then we compared the average rent per square meter per year for each type of
rental contract and calculated a weighted average rent per square meter per year for Milan. We collected
data from Immobiliare.it on the average rental price per square meter for the entire municipality of Milan for
each year directly from the website. Although the rental data are only available for new leases, leases in
Italy are time-limited (the longest period is four years, but leases are often shorter) and tenants must
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eventually renew or sign a new contract (except in public housing and in some rental cooperatives which,
however, is not so relevant as turnover is very low). Therefore, we consider this a significant indicator of the
affordability trend.

4. Key Affordability Trends in Milan

In this section, we present the findings of our research on economic capacity (incomes and wages) and housing
costs (prices and rents), that allow us to compare the two.

4.1. Trends in Economic Capacity (Incomes and Wages)

The average net gross yearly income of taxpayers in Milan increased from€31,705in 2015 to €37,583in 2022
(+19%). At the same time, the average net yearly income of taxpayers in Milan grew from €23,290 in 2015
to €27,570 in 2022 (+18%), as shown in Figure 2. Information on the distribution of gross individual yearly
income is divided into the seven income tax brackets, as shown in Figure 3, unveiling a significant polarization:
one third of taxpayers earn less than €15,000 gross per year and 55% earn less than €26,000.

Figure 4 shows how wages per job category changed over the period in question. The distribution of wages
among the four categories is highly unequal, with managers’ wages almost six time the average (Figure 4).
Moreover, while average wages grew 12.87% between 2015 and 2022, the wages earned by blue-collar
workers grew 8.9%, those of white-collar workers grew 9.9%, and managers’ wages grew 15.2%. This
reveals a polarized income situation and labour market structure that is increasingly unequal.

€ 40000
€ 38000
€ 36000
€ 34000
€ 32000
€ 30000
€ 28000
€ 26000
€ 24000
€ 22000
€ 20000

Average net income

Average gross income

Average individual income (€)

2015 2016 2017 2018 2019 2020 2021 2022

Year

Figure 2. Average gross and net individual income of taxpayers (after tax) in the municipality of Milan,
2015-2022. Prepared by the authors using MEF data (MEF, 2024).
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Figure 3. Distribution of gross taxpayer income (before tax) in the municipality of Milan, 2022. The tax brackets
below €26,000 in gross yearly income (approximately 60% of taxpayers) are shown in red. Prepared by the
authors using MEF data (MEF, 2024).
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Figure 4. Gross average wages of full-time workers in the private sector in Milan, 2015-2022. Prepared by
the authors using INPS data (INPS, 2024).
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4.2. Trends in the Housing Market (Housing Prices and Rents)

According to data collected by ISTAT, average housing prices in Milan recorded a 50.1% increase between
2015 and 2022, with existing housing prices growing more than new housing prices (also representing a much
bigger part of sales; Figure 5).

With respect to the rental market, the first important aspect is that the number of leases grew from around
40,000 new leases in 2015 to 51,821 in 2022, with a stunning +30% increase between 2015 and 2022
(Figure 6). However, by looking “within” the rental market we can identify the main factors driving this
growth. The lItalian rental law 431 of 1998 allows four types of rental leases: 1) long-term contracts: free
market contracts with a duration longer than 3 years (this theoretically includes public housing contracts,
but the number can be considered negligible); 2) medium-term contracts: free market contracts with a
duration between one and three years; 3) agreed-rent contracts (canone concordato): an incentivized
contract on the private rental market in which rents must be fixed within a maximum range negotiated
among local stakeholders (mainly tenants’ unions, landlords’ associations, the municipality, etc.) in exchange
for tax benefits; and 4) moderate rents for students: similar to agreed rents. Contractual rent adjustments for
inflation are allowed in the first two categories according to national law, except if landlords opt for an
alternative (reduced) flat tax. Introduced when the process of tenure restructuring toward increased home
ownership was still highly active, agreed-rent contracts were supposed to be the main incentive to keep
rents low in the private rental sector. This measure was regarded as promising in situations where ownership
of the rental sector had become increasingly fragmented, as in Milan, but it ended up having a negligible
guantitative effect: the protected share of the market (agreed-rent and student contracts) remained close to

170

=100)

160 157.2

150
146.3 150.1

138.8
140 140.7

135.1
130

124.2 1214 1231
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110 109
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100 100 100.9 101.2 100.3
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Indexed change of housing prices per year (2015

90
2015 2016 2017 2018 2019 2020 2021 2022

Year

Average housing prices New housing Existing housing

Figure 5. Index of average housing prices (and detail of new and existing housing) from 2015 to 2022 in the
municipality of Milan (2015 = 100). Prepared by the authors using ISTAT data (ISTAT, 2024).
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Figure 6. Number of leases signed each year by type of contract between 2015 and 2022. Prepared by the
authors using OMI data (OMI, 2024).
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Figure 7. Leases by type of contract per year, 2015-2022 (%). Prepared by the authors using OMI data (OMI,
2024).

5% of the total market, without showing relative growth or shrinkage (Figure 7). Instead, full market
medium-term leases (one to three years) grew from 17.5% in 2015 to 27.2% in 2022 (+100% in absolute
terms) while long-term leases decreased from 79.5% in 2015 to 67.6% in 2022 (only +9% in absolute terms),
as shown in Figure 7.

Yearly rent levels (Figure 8) show a very compact trend: all types of contracts registered by the OMI grew
continuously (with few exceptions) in the 2015-2022 period. Considering OMI contracts, the general
weighted average grew from €130/m? per year to €173/m? per year (+33%), mainly driven by the growth of
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Figure 8. Yearly rent level per rental segment in Milan, 2015-2022 (€/(m?*yr)). Prepared by the authors using
OMI (OM, 2024) and Immobiliare.it data (Loberto, 2019).

rent levels in long- and medium-term contracts. In comparison, Immobiliare.it registered a significant drop in
rents in 2021 following the pandemic (whose effect seemed to be recovered already the following year),
moving from €182/m? per year in 2015 to €240/m? per year in 2022 (+32%).

4.3. Comparison of Incomes, Wages, Rents, and Prices

Figure 9 shows a single graph of the results and depicts a growing gap between housing costs and available
economic resources. In sum, housing prices in Milan are growing 2.7 times faster than incomes and wages,
and rents are rising almost twice as fast. However, if we look at the stagnant wages of the lower-middle
categories—referred to as blue-collar and white-collar workers in the official classification, who together
account for 61% of workers in Milan—purchase prices are growing 5.5 times faster than blue-collar wages
and 5.0 times faster than white-collar wages; rents are growing 3.7 and 3.4 times faster than the average
wages of these two categories, respectively.

5. Discussion

Trends in housing prices and rents in Milan have departed from income and wage trends, increasing national
and local concerns (Filandri, 2022). We have shown that in the 2015-2022 period, average purchase prices
for housing in Milan grew almost three times (2.7) faster than average incomes and more than five times
faster than the wages of the two largest employment categories (accounting for around 61% of workers in
Milan). Average rents for new leases grew almost two times (1.9) faster than average incomes, and almost four
times faster than the wages of the two largest employment categories. For a growing part of the population—
especially the part that relies on wages or social support instead of wealth—sustaining the cost of a decent
home, whether bought or rented, is becoming harder. Our findings agree with international evidence that
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Figure 9. Trend of average housing prices, rents, average net income of taxpayers in Milan 2015-2022, and
net wages.

points to an increasing reliance on existing wealth to access housing rather than incomes and savings (Filandri,
2022). However, the situation in Milan is particularly serious regarding wages, with Italy showing the only
negative trend in real wages in the last thirty years among OECD countries (INAPP, 2023).

Additionally, we have shown that the gross individual income in Milan is below €15,000/year for a third of
taxpayers and below €26,000/year in 55% of cases, and that nearly two thirds of Milanese workers have
rather low, stagnant wages compared to growing wages for the smaller proportion of managers. In addition,
the unemployment rate is not irrelevant, and the labour market features a significant number of unstable
contracts, especially in the predominant service sector. These factors make it virtually impossible to meet
the requirements to access a mortgage or even a rental contract relying on typical wages, making traditional
housing pathways inaccessible for the younger generations (Costarelli, 2023): the same occurs in many other
international settings (McKee et al., 2017). Our findings for Milan resemble that of many other attractive cities,
where growing unaffordability paired with increased inequality induce competition in access to housing and
draw fault lines between winning and losing social categories in the urban economy (Camagni, 2016). Data
on increasing housing costs also suggest growing inequalities between insiders and outsiders in the housing
market, as incomes and wages lag behind housing (and other living) costs and become secondary to wealth in
determining the quality of life of people. Our findings ultimately corroborate theoretical statements that land
rent appropriation is overcoming economic growth (Piketty, 2014).

Due to such trends, Milan has a weak capacity to welcome a multitude of different individuals and households
and offer them opportunities for multiplying and combining their skills, expertise and ideas (Fincher & lveson,
2008). Low-income households, and especially young people and immigrants, risk being excluded from access
to housing and participating to the distribution of value produced by the city agglomeration. The growth of
real estate in Milan, paralleled by polarization of economic opportunities and marginalization of other Italian
territories (Moscarelli & Peverini, 2024; Viesti, 2021), also risks excluding those who would migrate there to
study and work from less affluent areas if they do not possess enough financial resources. In this situation,
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the Milan economic system continues to rely heavily on the hinterland to provide space for workers. In the
peripheral, suburban and peri-urban areas, the construction sector continues to benefit from a surplus of
unsatisfied demand from the main municipality as lower- to middle-income households start to be expelled by
the central city, as suggested by previous findings on similar periods of economic growth in Milan (Camagni
et al., 2002). For many people, the only option is to relocate to the metropolitan area in the absence of
adequate conditions of urban quality, services, and mobility.

6. Conclusions and Policy Implications

While the city of Milan attracts international capital and functions, it is becoming increasingly exclusive and
unsustainable for everyone who needs to access housing without relying on personal wealth. Our findings
show that between 2015 and 2022, housing prices grew almost three times faster than average disposable
incomes, and more than five times faster than average net wages of blue- and white-collar workers in the city.
This trend exposes low-income households to the risk of expulsion and conditions access to work in the city
on previous homeownership or financial help (especially for first-time buyers and the younger generations).
The fact that the average wages of broad categories of workers lag far behind the growth of housing costs
underlines the paradox of an urban economy that undermines the very basis upon which it stands.

The public and academic debates are starting to acknowledge the relevance of affordability as a core issue
for the future of the city, but unaffordability trends are growing very quickly, and a political solution might
come too late. If the trends continue as shown here, housing prices could double by 2030 (on the 2015 value)
while wages would grow by less than half. Amid growing rental tenures and job precariousness, this could be
reflected in a dramatic increase in housing exclusion and distress. This has relevant policy implications that
we would like to discuss.

The need to provide affordable housing is hotly discussed and there is vast literature on opportunities and
limitations in affordable housing policies, though how to provide affordable housing within global ecological
boundaries is still debated (Belotti et al., 2023; Ermgassen et al., 2022; Foundational Economy Collective, 2022;
Peverini, 2023). Besides housing provision, however, many point at the development of an adequate transport
infrastructure that can provide access to a larger housing “basin” in the larger metropolitan area (Bricocoli &
Salento, 2019). While the connection between housing and transportation is much discussed, we consider
labour to be fundamental factor in reshaping territories and cities. The housing-labour nexus is a matter of
study and research worthy of far more interest and contributions from labour economists, social scholars
and political scientists (Filandri, 2022). Based on our research, we can draw some preliminary conclusions and
notes for a perspective debate. Our results show that in Milan, the growth of housing costs is much faster than
the increase in wages. Beside acknowledging the rise in housing costs, making it public that wages in such a
vibrant and attractive city are so modest for a vast proportion of workers could raise awareness and concerns
in the public debate over the various factors that “produce” the affordability crisis. The fact that housing
prices and rents grow significantly faster than wages contributes to framing the issue as one of fairness in the
distribution of economic value produced by the city, allowing for a broad discussion around the implications
of the phenomenon for public policies. In fact, Article 36 of the Italian Constitution establishes the principle
that wages must always be “sufficient to ensure a free and dignified existence for oneself and one’s family”
(Senato Della Repubblica, 1947/2003, p. 21; our translation).
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One criticism concerns the question of whether housing “alone” can solve the issue of income and wage
inequality (Haffner & Hulse, 2021). The issue is debated, but we can say that if housing plays an important
role in determining the distribution of resources, labour and welfare policies play also an important role.
Comparative research on housing systems in Milan and Vienna has shown that in the latter, not only are
social housing supply and rent regulation policies much more relevant, but also that there is also a substantial
safety net (consisting mainly of rent payment subsidies and income support; Peverini, 2023). In general,
greater integration between social and housing policies is highly desirable, even for maximizing devices and
tools for social support and inclusion that are sometimes already available but do not always converge
(Belotti et al., 2023). In this context, raising wage levels for lower qualifications seems to be a solution to the
affordability problem. However, there are two risks to seriously consider. One concerns the possibility of
granting increases on a local basis related to the higher cost of living. An emblematic example is London.
According to the policy of London weighting, certain key labour categories (mainly in the public sector) are
entitled to a supplementary allowance over the national wage designed to compensate for the higher cost of
living in the capital. In Italy, something similar is being discussed regarding “wage cages” (gabbie salariali), a
system that defines wages locally according to certain parameters such as the local cost of living. This
system was in effect in the 1950s and 1960s but was abolished following strong mobilization by the trade
unions, which considered the policy discriminatory and unfair (De Blasio & Poy, 2014). Such policies raise
relevant concerns. Amid severe territorial inequalities across Italy and the polarization of economic
opportunities in an increasingly limited number of places (Coppola et al., 2021), high housing costs in major
cities can be considered one of the few factors that disincentivize further concentration, and a differentiated
wage system could trigger further outflow from parts of Italy that are already shrinking. The second risk
concerns the likelihood of capitalization whereby in a situation of unregulated supply and low elasticity, the
benefits or tax relief is absorbed (in whole or in part) by an increase in housing costs (Matsaganis, 2011).
Given the low elasticity of the residential market even in Milan, this means that the benefits granted to
workers in terms of higher wages would be largely capitalized in housing prices and rents. To have a positive
effect on affordability, a policy of demand support should therefore be combined with policies to contain
prices, regulate supplies, and increase the share of price- and (especially) rent-controlled housing provisions.

Besides the labour market, our findings support the theoretical assumption that land rent is the real
“elephant in the room” in the rise in contemporary issues of unaffordability in attractive cities (Peverini,
2023; Pizzo, 2023). Our data for Milan show that the main issue lies in the housing and urban development
model, as it is unable to adjust the conditions of housing access to the local labour market. As the growth of
housing prices and rents far exceeds the growth of incomes and wages, we can conclude that in Milan land
rent is “eating up” most of the value produced by the city economy, jeopardizing both the profit and wage
components (Ryan-Collins et al., 2017; Vercellone, 2008). Comparative evidence shows that land rent can be
more equally and efficiently captured by the public sector and redistributed to lower income households in
forms of lower housing costs, e.g., via land policies, taxation or direct social housing provisions (Camagni,
2016; Peverini, 2023). In some cases, this also means renouncing development opportunities that show high
trade-offs with access to housing, such as tourism based on short-term renting, or “taming” the real estate
sector by demanding more in terms of land value capture or inclusionary zoning. This is a difficult path, as it
departs from the development model that inflated the attractiveness of Milan, but it is necessary as current
trends are undermining the vary basis of its prosperity.
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