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Abstract: Foreign citizens are a more and more significant part of the population of Italian
cities and society (8% of the country’s total population), and they contribute to changes in the
cultural, social, and economic structure of the country. Our aim was to assess the incidence of the
immigrant population on urban house price polarization, as measured using an original indicator:
the center-periphery housing price gradient. While there is ample literature on the relationship
between average prices and immigrant populations, less research has been conducted on immigration
and the housing price gradient on a national scale. This price gradient may indicate whether
immigration contributes to changing the residential market, also possibly revealing segregation
phenomena. We ran multivariate regressions in several steps on an original dataset of housing
prices and socio-economic factors concerning 112 Italian provincial capitals to elucidate whether
immigration is correlated with the housing market divide. Our main findings confirmed that larger
immigrant populations coincide with steeper housing price gradients on a national scale. Our tests
also demonstrated that the relevance of this phenomenon varies for different urban forms, confirming
related to housing price dynamics between the cities of northern and southern Italy the relevance of
urban density in elucidating.
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1. Introduction

The immigration phenomenon has been gaining in importance in Southern European economies,
and particularly in Italy, where the influx of immigrants has risen in the last three years due to political
instability in Northern Africa. This issue affects Greece and Spain too (as regards illegal arrivals), as
well as Germany, France, and the UK (most immigrants’ final destinations). Immigration has become
one of the most urgent problems on the EU agenda, partly because of its effects on the economies of
the Member States. According to the UN, Europe received 31.5% of the world’s migrants in 2015, more
than Asia or the USA. According to Caritas and Migrantes [1], the most important Italian organizations
dealing with immigration, the arrival in Europe of people from non-EU states has been growing since
the economic crisis of 2008, but some countries—such as Greece (with 3.9% fewer immigrants in 2015
than in the previous year) and Spain—have seen a decline in immigration since 2014 because their
economic recessions have made these countries less attractive. Italy, on the other hand, saw 29%
more immigrants arriving in 2015 than in the previous year. Foreign citizens living in Italy accounted
for more than 5 million of the country’s 60.6 million population in 2015, i.e., over 8% of the total
(source: Italian National Statistics Institute, 2016). Most of these immigrants (almost 60% in 2015) live
concentrated in certain parts of the country. For instance, Lombardia in northern Italy alone accounts
for 23% of the total, while the Campania region has 28.6% of the immigrant population in southern
Italy, which is 15.2% of the total nationwide [1]. Immigration in Italy is a longstanding phenomenon:
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during the years 1990 to 2010, the country’s immigrant population increased by a factor of 5 [2]; and
this trend has persisted, albeit with less intensity, to the present day.

Foreign citizens thus make up a more and more significant part of the population of Italian cities
and society. This situation has two facets. For a start, the stable trend of the immigration flows means
a growing influence of foreign populations on how our cities are changing. There has been an increase
in segregation phenomena, but foreigners’ economic activities and customs are also modifying the face
of these cities. Second, the role of the immigrant population is also growing because of the ongoing
decline in the birth rate and the rising average age of the autochthonous population. For cultural
reasons, and because of the crisis in the country’s welfare system, the Italian birth rate now relies
heavily on the immigrants’ contribution. This means that the economic relevance of foreign citizens
living and working in Italy is bound to increase. For the time being, immigrants contribute for around
10% of the country’s GDP (Source: ISTAT, Italian Institute of Statistics), but the immigrant population
is also more vulnerable to urban poverty and social deprivation in a fragile economy like Italy’s. Their
presence can consequently have a crucial influence on urban policies.

Town planners have begun to study how cities are changed by the settlement of foreign citizens [3],
and labor economics focuses on their influence on the labor market [4,5]. But real estate economics,
especially in Europe, has yet to thoroughly analyze how the property market—and the housing
market in particular—changes as a result of immigrants making up a growing proportion of the
resident population.

The literature has focused mainly on rising average housing prices driven by the demand side
due to a rapid growth in urban populations (see for instance [6–8]), and the fallout on the labor market
in host countries [9,10]. We should presumably expect to see house prices increase in the cities more
populated by immigrants. But does this apply to countries in periods of economic stagnation too?
Or do the features of a country’s immigration and a fragile economic framework make the housing
market behave differently?

The aim of the present article was to examine whether the presence of immigrants correlates
with the housing market divide between city center and the urban periphery. To address this issue,
we used the housing price gradient between center and periphery rather than the average house
prices, which can only reveal the polarization of prices between cities, not within them. In times
of economic recession, especially in a country like Italy (which has one of the weakest economies
of the Western Euro-Zone), it seems important to investigate whether a relationship exists between
the immigrant population and urban polarization, also in terms of the housing market [11,12]. We
investigated certain socio-economic factors to see whether immigration contributes to the housing
market divide. We also aimed to ascertain whether housing price gradients vary for different degrees
of urban density [13–15]. Although land theory explains the key factors influencing housing price
gradients, the relevance of some socio-economic issues (including immigration) is contentous, and has
not been thoroughly investigated.

Our main findings confirmed that larger immigrant populations coincide with steeper housing
price gradients on a national scale in Italy. Our tests also demonstrated that the size of this phenomenon
varies for different urban forms, reflecting significant differences in the urban structure of cities in
northern and southern Italy.

This study contributes to the existing literature in three ways. First, it extends the findings of
recent studies on the effects of immigration on house prices in Southern Europe. Apart from a few
noteworthy examples [16,17], this socio-economic issue has been poorly analyzed in Europe, and
especially in Italy. Second, it describes an original application of the housing price gradient to address
the relationship between foreign citizens and price polarization, which may provide an indication of
social polarization within cities. Third, it may help to predict how Italian cities will grow differently
under the variable effects of immigration on the demand side of the housing market.

The rest of the article is organized as follows: Section 2 presents a review of the relevant literature;
Section 3 describes the data and the model used to assess the relationship between immigration and
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housing prices; Section 4 presents and discusses the results obtained; and, Section 5 concludes with
some policy implications and suggestions for further research.

2. Literature Review

2.1. Housing Prices and Immigration

The most innovative studies on the consequences of immigration follow two different strands,
developed mostly in the US: (i) immigrants and spatial segregation; and (ii) immigrants and housing
demand. Considerable attention has been devoted to immigrants’ spatial segregation in relation to
housing markets, and to the impact of internal mobility and the choices of location made by natives
faced with the local clustering of immigrant populations. The tendency of immigrants to cluster
in certain cities and neighborhoods seems to drive the natives elsewhere—even in Italy, where the
proportion of the immigrant population is still relatively small [5,18,19].

There is an abundance of literature on the spatial segregation deriving from immigrants’ tendency
to reside where their ethnic group is more concentrated, which improves their chances of sharing
knowledge, job opportunities, and customs [20]. Spatial segregation also correlates strongly with
less skilled jobs and lower wages, however [21,22]. The issue has also been analyzed in terms of
whether public action can promote or contain the phenomenon [23,24]. Town planners and urban
researchers have discussed how the structure of a city may influence spatial inequality, with largely
conflicting results. While the theorists of neoclassical liberalism disregard urban form—and urban
density versus sprawl in particular—as a possible cause of racial or ethnic segregation [8,25], other
scholars see sprawl as a driver of inequality and segregation in metropolitan areas. Given the strong
reliance on private transportation and the limited public transport services in sprawling metropolitan
areas, many Western US city centers are characterized by income and racial segregation (see [26,27],
among others).

Foreign-born resident clustering is strongly associated with local housing market trends. As in
the labor market, Saiz [28] estimated that a 1% increase in median rents and housing prices in US
“gateway” cities was associated with a 1% immigration inflow into a city’s population. Saiz ([28] p. 346)
found “a very robust impact on rents and housing prices that is an order of magnitude bigger than the estimates
from wages literature”. This kind of empirical analysis has been performed not only in the US, but also
in Canada [29] and Russia [30].

As for Europe, empirical studies on the impact of immigration on housing prices are scarce.
Gonzales and Ortega [17] said that rising immigration during the years 2000–2010 contributed to
the housing market boom in Spain. They estimated an annual 2% increase in housing prices, and a
1.2–1.5% increase in housing units. Degan & Fisher [31] likewise found a 2.7% growth in housing
prices correlating with a 1% growth in the immigrant population in Switzerland, despite a flat market
and a low level of immigration. Sà [32], on the other hand, identified a negative correlation between
immigration and housing prices due to the previously-mentioned mobility of the native population.

Accetturo et. al. [4] conducted one of the few empirical studies on Italian cities, finding that
“housing price growth in a district affected by immigration is lower in relation to the city average” ([4], p. 49),
even during a housing boom. Using a dataset on 20 Italian cities, they calculated a 2% fall in prices
for every 10% increase in immigrant stock at the district level, by comparison with the rest of the city.
Their work thus demonstrated the negative correlation between high proportions of immigrants in
the population and the natives’ choice of location at neighbourhood level. As Mussa et al. [33] said
“The idea that natives may move out when immigrants move in and that home prices and rental rates may
be differentiated by the timing of immigration, points out the importance of accounting for the geography of
immigration”. On these grounds, our analysis covers cities across the whole of Italy, due to the different
proportions of immigrants in the urban populations, from north to south, and from large cities to
small towns.
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2.2. The Housing Price Gradient: Theoretical Background and Related Socio-Economic Factors

Housing prices vary significantly between and within cities. There has been an abundance of
literature on the theoretical background for the housing price gradient, since the essential works
by Alonso [34], Mills [35], and Muth [36]. Their studies focused on the effect of location on the
prices of land, from the inner city to the fringe: access to infrastructure, job opportunities, and
amenities increases the prices of central areas versus fringe areas. DiPasquale & Wheaton [37], and
Capozza et al. [38] subsequently further developed this theory, focusing on different socio-economic
conditions and amenities as key factors influencing the price gradient. While natural amenities have
more effect on the housing price gradient between cities [39,40], proximity to important urban nodes
influences it within them, especially in non-monocentric cities [41] and metropolitan areas.

On the supply side, regulatory constraints are key factors affecting housing prices and the price
gradient. They may significantly raise house prices in particular areas of a city [42–45], and the
magnitude of this phenomenon is greater in Italy than elsewhere, due to strict rules governing the
conservation of the country’s building heritage, especially in historical city centers, both in metropolitan
areas and in the small towns.

Most research focusing on the demand side has considered population, income, and wages as
the socio-economic features influencing market demand, affecting the price gradient between and
within cities, and explaining spatial segregation phenomena. For instance, Margo [46] measured the
correlation between rising incomes and populations migrating from the inner city to suburban areas in
post-war urbanization in the US. To our knowledge, only one noteworthy empirical study has been
conducted on the Italian context [16], which demonstrated the positive correlation between income
and housing prices, with a stronger effect in the city centers than in the suburbs.

The currently-available literature on immigration and property markets thus sheds little light
on the situation in Italy. Even when housing prices were assessed, there was no evidence of the
foreign-born population affecting the price gradient. Hence, our effort to test whether this impact
really exists and, if so, to assess its magnitude. As discussed above, if there is a correlation between
population and housing prices, and changes or growth in a population affect the local housing price
gradient, then immigrants (as a feature of an urban population) may influence the price gradient too.
To our knowledge, this is the first attempt at an empirical analysis on these issues in Italy.

3. Data and Methods

In this section, we present the original dataset on which our statistical assessment was conducted.
All data refer to 2016. As in similar analyses [3,6,16], we ran a multivariate regression to ascertain the
influence of the immigrant population on the housing price gradient in 112 Italian provincial capitals.
Housing price data, for both new-build and existing units, are collected by the Consulente Immobiliare,
an Italian real estate journal that publishes average prices for large and middle-sized Italian cities every
six months. These data are provided locally by real estate agents and compared with actual housing
transactions. The prices are indicated separately for central, semi-central, and suburban areas, based
on the cities’ orographic structure, infrastructure availability, historic development, and localization of
economic activities. This is clearly a simplification of a city’s structure (especially in the case of the
larger ones), but most Italian provincial capitals still retain their historical monocentric structure (for
historical reasons), and this division into three parts is the most accurate of the official sources available.
The reference boundary is the administrative perimeter of each city. The Consulente Immobiliare was
chosen as the source of house prices too, again because it is the most accurate of the official sources
available for the sample selected. In fact, the journal’s data are so accurate that the Banca d’Italia
(the Italian National Bank) uses them to construct its residential property price indicator [47]. We
constructed the housing price gradient from the ratio between prices in the city centers and those in the
suburbs. This gradient was used as the dependent variable (y), instead of the average housing prices,
because it may help to reveal whether immigration is correlated with the polarization of prices within
cities. It is well known that immigrant populations in cities and metropolitan areas tend to cluster in
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given neighborhoods, both in the city centers and in the fringe areas [4,48]. Spatial segregation may
consequently correspond to a greater price polarization in urban residential markets [20,49]. Average
house prices are only accurate in describing such phenomena for the purposes of spatial models and
GIS analyses.

We considered the prices of new-build units and existing units separately for three reasons. First,
most residential homes are existing units because of the high incidence of historical buildings in Italian
cities. Second, the severe decline of the construction industry since 2008 has significantly reduced the
new-build housing market. The number of residential construction permits dropped by 80.8% from
2005 to 2013 (Source: ANCE—Construction Companies’ National Association, 2015). Third, data on
building permits issued in Italy are not available by city and year, but only at regional level, so it is
impossible to calculate weighted average house prices. Methodologically, it would be a mistake to use
the mean of the average prices for the two submarkets, because the higher prices of new units would
have an excessive influence on the mean values for a given city.

The main independent variables, i.e., the immigrant and native population data, were obtained
from the Italian National Statistics Institute (ISTAT). As mentioned earlier, the foreign-born population
is growing all over Italy, but is not evenly distributed. There are just 13 cities where more than 15%
of the population consists of immigrants, and they are all in five regions of northern and central
Italy. Only five of these 13 cities are metropolitan, while the others have a population of less than
200,000. In another 32 cities, immigrants account for 10% to 15% of the population, and 38 cities have
an immigrant population between 5% and 10%. Here again, most of these cities are in northern and
central Italy. Cities where less than 5% of the population is foreign-born and are mostly in southern
Italy (see Figure 1).

According to [1], in 2015, Italy’s immigrants were from 198 countries, most of them from Central
and Eastern Europe, and North Africa (especially Romania, Morocco, and Albania). Asylum-seekers
account for 7% of all the immigrants, with temporary residency permits (who make up 57.2% of the
total), but this group is constantly growing due to political upheaval in North Africa and the Middle
East. These data are only available at the national level, so the situation cannot be analyzed at the
urban level.

These data only concern the legal immigrant population and are certainly biased because there
are more irregular immigrants in the south of the country. They nonetheless reflect a national
trend attributable to the longstanding economic divide between north and south, with fewer job
opportunities, lower wages, and worse-quality public services and infrastructure in southern Italy [50].

Accettauro et al. [4] questioned the efficacy of considering the average house prices when
analyzing the impact of immigration on the residential housing market, but not enough socio-economic
data are available to enable empirical analyses at the neighborhood level for Italy’s provincial capitals.
These data are only available at the urban level, except for for the bigger cities (and neither for the cities
in their metropolitan areas). Performing the analysis on a more detailed scale—such as neighborhood
level—would have obliged us to restrict the sample to the metropolitan cities, which would have been
unable to give a picture of the situation in Italy as a whole.

As in the literature [51,52], to address endogeneity issues that might affect our results, we adopted
other socio-economic variables at the urban level (also drawn from ISTAT data), such as the number of
employees in services, retail, and tourism, the female employment rate, and the overall employment
rate, which reflect the economic vitality of a city. Then, we obtained the per capita income from the
Italian Ministry of Economy and Finance. We also considered other control variables measuring the
role of urban structure. The per capita transportation index was retrieved from the Istituto Tagliacarne,
an Italian research center whose data are also used by the national government. From the ISTAT
data we obtained: the number of residential units, and the total housing unit surface area; the urban
density, measured as the number of inhabitants per square kilometer; and the altitude (to control for
any specific orographic condition that may affect the housing market and urban structure).
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Table 1 contains the descriptive statistics for the dataset. The housing gradient was slightly higher
for new-build than for existing units, with a maximum standard deviation of 35% for the latter. The
maximum value was more than twice the mean value for existing units, and just under twice the
mean value for the new-build units. The three highest values were found in Naples and Rome for the
new-build submarket, and in Naples and Milan for the existing units.

The simple correlation matrix in Table 2 shows the positive correlation between housing gradient
and immigration, and all but 4 of the 17 variables correlated statistically with the housing gradient.
Remarkably, some of the key variables considered in the literature, i.e., employment rate, and distance
between a city’s center and suburbs, did not correlate significantly with the housing gradient. All of
the variables correlated with immigrant population, however, confirming other empirical research
conducted in both Italy and the U.S.

Nevertheless, given the high probability of multicollinearity between some of the variables (as
the correlation matrix demonstrates) we selected just a few that may be significant at socio-economic
level for the further statistical analysis.

Table 1. Descriptive statistics.

Variables Mean Standard Deviation Minimum Maximum

Housing gradient (new units) 1.88 0.33 1.11 3.37

Housing gradient (existing units) 1.83 0.35 1.18 4.03

Population (No.) 163,243.00 318,638.00 15,019.00 2,864,730.00

Immigrants (No.) 17,562.70 43,744.30 779.00 365,181.00

Employees in retail and
tourism (No.) 10,886.30 20,096.80 1051.00 181,310.00

Employees in services (No.) 10,536.20 24,729.70 723.00 209,855.00

Female employment rate (%) 48.36 12.40 24.14 66.48

Employment rate 57.46 10.31 37.05 72.68

Per capita income (euro) 25,854.60 2698.53 18,331.50 37,309.50

Urban density (pop/km2) 1181.23 1364.49 66.31 8183.89

Per capita public transport
availability rate 81.82 109.45 3.60 689.20

Distance between center and
suburbs (km) 3.94 1.69 1.46 11.43

Housing unit surface area (m2) 6,368,710.00 11,577,600.00 700,865.00 103,499,000.00

Mean altitude (m asl) 233.00 234.90 0.91 1168.21

Housing units (No.) 67,490.90 129,880.00 6529.00 1,137,390.00

Building density (housing units per
residential building) 4.25 2.15 1.75 14.95
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Table 2. Correlations matrix.

No. Variables (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

(1) Housing gradient (new units) 0.461 * 0.402 * 0.501 * 0.515 * −0.036 −0.108 0.345 * 0.390 * 0.434 * 0.054 0.513 * −0.158 *** 0.517 * 0.415 *

(2) Housing gradient
(existing units) 0.503 * 0.410 * 0.483 * 0.485 * −0.112 0.094 0.290 * 0.387 * 0.400 * 0.093 0.504 * −0.195 ** 0.508 * 0.417 *

(3) Log Population (No.) 1 0.856 * 0.761 * 0.708 * 0.031 0.026 0.375 * 0.587 * 0.617 * 0.348 * 0.77 * −0.349 * 0.766 * 0.652 *

(4) Log Number of
immigrants (No.) 1 0.677 * 0.643 * 0.445 * 0.449 * 0.543 * 0.601 * 0.651 * 0.192 ** 0.668 * −0.352 * 0.668 * 0.559 *

(5) Employees in retail and
tourism (No.) 1 0.979 * 0.115 0.105 0.368 * 0.409 * 0.647 * 0.406 * 0.995 * −0.170 *** 0.995 * 0.606 *

(6) Employees in services (No.) 1 0.137 0.126 0.436 * 0.407 * 0.668 * 0.350 * 0.976 * −0.144 0.981 * 0.637 *

(7) Female employment rate (%) 1 0.982 * 0.459 * −0.200 ** 0.312 * −0.176 *** 0.079 0.039 0.087 0.098

(8) Employment rate 1 0.455 * 0.198 ** 0.315 * −0.178 *** 0.066 0.007 0.074 0.102

(9) Log Per capita income (euro) 1 0.614 * 0.551 * −0.276 * 0.380 * −0.049 0.385 * 0.498 *

(10) Log Urban density
(pop/km2) 1 0.451 * −0.526 * 0.428 * −0.203 ** 0.434 * 0.656 *

(11) Per capita public transport
availability rate 1 0.141 0.621 * −0.138 0.636 * 0.594

(12) Distance between center and
suburbs (km) 1 0.390 * −0.082 0.377 * −0.070

(13) Housing units surface (m2) 1 −0.168 *** 0.998 * 0.62 *

(14) Mean altitude (m asl) 1 −0.160 *** −0.103

(15) Housing units (No.) 1 0.6393 **

(16) Building density (housing
units per residential building) 1

Legend: * 99% significance; ** 95% significance; *** 90% significance.
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Figure 1. Proportions of immigrants in the populations of 112 provincial capitals.

4. Results

The first-stage estimation already demonstrated that a higher proportion of immigrants in the
population corresponded to a higher housing price gradient. Then, a multivariate regression was
run on the housing price gradient, for both new-build and existing units, to: (i) identify correlations
between the previously-mentioned socio-economic variables; and (ii) test whether the two submarkets
performed differently.

The results (Table 3) were consistent with our research hypothesis, and confirmed a strong positive
correlation between immigrant populations and housing price gradients, which was slightly higher
for the new-build housing submarket. The female employment rate was also significant for both
submarkets, showing a strong negative correlation with the housing price gradient, and a higher
incidence on the existing unit sub-market. In other words, a lower female employment rate coincided
with a steeper housing price gradient. The magnitude of this correlation was greater for the existing
units submarket, possibly because the market demand for existing units comes from people with
a lower spending capacity, so the wages of each member of the household are more crucial to the
feasibility of buying a house than for households that can afford to buy a new home. Lastly, and
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consistently with the coefficients of the other variables, per capita income had a strong influence on
the housing price gradient, more or less equally affecting both submarkets.

Table 3. Estimation of housing price gradients for new-build and existing units.

Dependent Variable Housing Price Gradient

New-Build Units Existing Housing Units

Parameter Coefficient T Value Coefficient T Value
Constant −8.14469 ** −2.52236 −6.62062 * −1.94131

Female employment rate −0.0091824 * −3.5976 −0.0120402 * −4.54879
(LOG) Immigrant population 0.265134 * 3.93888 0.14933 * 4.82837

(LOG) Per capita income 2.14071 * 2.80249 0.757284 * 2.16321
No. - 112 - 112

R2 Adj. - 25.13% - 29.00%

* 99% significance; ** 95% significance.

The results reached 99% and 95% statistical significance, and the adequacy of the model was
around 25% for new-build units, and nearly 30% for existing housing units. The VIF (variance inflation
factor) and VCE (covariance matrix of the estimators) also confirmed that there was no multicollinearity
between the variables tested in the multivariate regression (See Table 4).

Table 4. Estimation of the variance inflation factor.

Variables
Housing Price Gradient

VIF 1/VIF

Female employment rate 1.36 0.735242
(LOG) Immigrant population 1.52 0.656559

(LOG) Per capita income 1.55 0.645681
Mean VIF 1.48 -

Given the marked diversity of the phenomena affecting house prices, these results are very robust.
They confirm the relationship between the price gradient and the proportion of immigrants in the
population for both submarkets. Our results are consistent with the existing literature. The positive
correlation between per capita income and housing price gradient is greater for the new residential
submarket than forexisting units, confirming that the existing units submarket is flat in Italy (especially
since the 2008 recession), while new-build units have become a highly-segregated niche market. The
negative correlation between the female employment rate and the housing price gradient demonstrates
that a higher household income contributes more to reducing the housing price gradient for existing
units than for new homes.

4.1. Immigration and the National Divide

It is well-known that Italy has a longstanding socio-economic divide between north and south,
which the economic recession has exacerbated. In addition, illegal immigrant flows arrive by sea from
North Africa, consequently reaching Southern Italy, and giving rise to social degradation, housing
poverty, and spatial segregation. Even the legally resident immigrant population tends to be less
skilled in the south than in the north of the country, and is employed mainly in agriculture rather than
in manufacturing.

If immigrants’ social segregation is more severe in southern Italy, the housing price gradient
should be more strongly affected by the proportion of immigrants in the population. So, after
measuring the phenomenon at national level, we ran further statistical analyses after clustering
our data geographically to see whether the correlation between the housing price gradient and the
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immigrant population varies from north to south. The vast majority of the housing market consists of
existing units, especially in Southern Italy, so we only considered this submarket.

Although our results are consistent with those of our previous overall assessment, a few
differences emerged (see Table 5). Here again, we performed the VIF test for multicollinearity (Table 6).
In southern Italy, not all of the socio-economic variables analyzed showed a statistically significant
correlation with the housing price gradient. To be specific, the correlation with per capita income was
not statistically significant, while for per capita public transport availability rate it was. This latter
variable was not relevant on a national scale, but proved significant for southern Italy. This finding is
consistent with the literature, which has clarified the influence of public transport availability rates on
spatial segregation, which becomes even more important in the context of racial segregation [27,53].

Table 5. Estimation of the housing price gradient for existing housing units in northern versus
southern Italy.

Dependent Variable: Existing Unit Price
Gradient (Y) North of Italy South of Italy

Independent Variables Coefficient t-Value Coefficient t-Value

Constant −8.63352 ** −2.30376 1.20034 ** 0.0200
Female employment rate −0.0254863 ** −2.37462 −0.0122257 ** −2.64079
(LOG) Immigrant population 0.237165 ** 2.63309 0.271045 ** 2.01532
(LOG) Per capita income 2.46858 * 2.79152 - -
Per capita public transport availability rate - - 0.00222482 ** 2.30514
No. - 112 - 112
R2 Adj. - 29.26% - 36.37%

* 99% significance; ** 95% significance.

Table 6. Estimation of the variance inflation factor.

Variables
Housing Price Gradient (North of Italy) Housing Price Gradient (South of Italy)

VIF 1/VIF VIF 1/VIF

Female employment rate 1.04 0.965004 1.14 0.448832
(LOG) Immigrant population 1.22 0.817850 2.04 0.491043

(LOG) Per capita income 1.23 0.810250 2.23 0.877593
Mean VIF 1.16 - 1.80 -

This result may also be explained by the marked differences in the availability of public transport
in southern Italy from one region to another, whereas in the north of the country the public services
are more homogeneous—and consequently less relevant in explaining housing price gradients.

Our results also confirm a higher incidence of the immigrant population on the housing price
gradient in southern than in northern Italy, and a lower incidence of the female employment rate.
The north of the country also has more women in employment in absolute terms, with a statistically
significant difference between north and south.

4.2. Immigration and Urban Density

As already mentioned, Italy’s provincial capitals are not homogeneous in terms of population or
urban and build density, so we ran a further regression step after dividing the sample into two clusters
by density, considering population density (inhabitants per square kilometer), adopting a threshold of
1500 inhabitants per km2. The higher-density group included 42 cities, while the other 70 were less
dense. The two groups were evenly distributed around the country.

The multivariate regression for the denser cities confirmed our previous results (Tables 7 and 8),
apart from a higher adjusted R2 above 40%, while the less dense cities seemed to behave differently
and the multivariate regression did not generate satisfactory results.
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Table 7. Estimation of the housing price gradient for existing units in higher-density Italian provincial
capitals (over 1500 pop/km2).

Dependent Variable: Existing Unit Price Gradient (Y) Denser Provincial Capitals

Independent Variables Coefficient t-Value

Constant −17.2515 ** −2.56402
Female employment rate −0.0207327 * −3.97491

(LOG) Immigrant population 0.436721 * 3.63834
(LOG) Per capita income 4.14741 * 2.66801

Per capita public transport availability rate - -
No. - 112

R2 Adj. - 40.63%

* 99% significance; ** 95% significance.

Table 8. Estimation of the variance inflation factor.

Variables
Housing Price Gradient (Denser Provincial Capitals)

VIF 1/VIF

Female employment rate 1.19 0.837971
(LOG) Immigrant population 1.14 0.880138

(LOG) Per capita income 1.22 0.820171
Mean VIF 1.18 -

This different result may have three not mutually exclusive explanations. First, the sample
may be too small to produce conclusive results, though this seems unlikely given the robustness of
the results for the clusters of cities in the north and south. Second, the residential market may be
less affected by immigration in the less dense provincial capitals. This seems quite likely since just
20 cities in the sample have an immigrant population accounting for more than 10% of the total. This
possible explanation should be considered with caution, however, because the other socio-economic
variables do not seem sufficient to explain the residential housing price gradient. Lastly, although
urban population density is a significant factor for interpreting the Italian housing market [13,14],
clustering cities by density may not conclusively elucidate the relationship between housing price
gradient and immigration phenomena.

5. Conclusions

Legal and illegal immigration is on the rise in Italy and elsewhere in Southern Europe, especially
since the Arab Spring, and the ensuing political fragility in the Middle East. The influx of immigrants to
Europe began in the mid-1990s, however, and Italy’s cities already have a well-established immigrant
urban population.

The aim of this article was to examine the impact of immigration on the residential market’s
price gradient. Numerous previous studies examined the impact of immigration on housing prices,
at the city and neighborhood level, but none considered how this phenomenon affects the housing
price gradient. This factor is significant because it may also be a proxy of the social and economic
divide, and even of segregation within and between cities. After reviewing the existing literature on the
subject, we ran statistical analyses on an original dataset concerning 112 provincial capitals. Our results
demonstrate a positive correlation between the immigrant population and the housing price gradient
at national level, for both new-build and existing housing units. They also show the importance of
other variables identified in the literature, such as per capita income and the female employment rate.
When we analyzed our dataset separately for the north and south of Italy (which have traditionally
had quite different economic and social conditions), our national-scale results were confirmed, but
some relevant differences emerged regarding the housing price gradient.
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Even if neoclassical economic theory assumes that land is more valuable in city centers due to
greater accessibility, and more amenities and employment opportunities (see, among others, [34–38]),
other factors may affect this phenomenon. In the present case, we examined how a major evolution in
Italy’s demographics, with an increasing proportion of immigrants in its urban populations, might
affect the housing price gradient, in terms of both sign and magnitude. The statistical correlation
between housing price gradient and immigrant population may not alone suffice to explain an increase
in social and economic segregation at the urban level. On the other hand, this is another proof of
the potential increasing of urban divide between the growing proportion of the population with low
incomes and wages (who tend to live in the suburbs), and the town’s wealthier residents.

While substantial research has been done on income and social segregation in Italy, the present
study is the first attempt to measure the incidence of immigration on the housing market from a
nationwide perspective. Our analysis also showed that the trend of the housing market in Italy,
on a national scale at least, is still consistent with the well-known urban economic behavior of the
monocentric city model, even though Italian cities large and small have been sprawling more and
more in the last thirty years. Our findings should prompt further research on this topic. To refine the
analysis, more tests should be conducted at metropolitan level in Italy’s larger cities. The behavior
of the residential market in the less dense cities also deserves a more in-depth analysis, expanding
the sample to neighboring towns to take into account potentially multicentric phenomena affecting
the housing market that national-scale analyses are unable to identify. Other investigations could be
conducted on the role of immigration in the improvement or deterioration of urban amenities, at both
the city and neighborhood levels. This would be more important for southern Italian cities, where
historical centers are still partly inhabited by the most fragile part of the population. Lastly, a time
series data analysis might help us to predict future trends of the housing market in Italy.

Author Contributions: Valentina Antoniucci and Giuliano Marella conceived and designed the statistical
models and they analyzed the results in equal parts; Valentina Antoniucci collected the dataset, developed
the literature review.
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