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Abstract 

In recent years, the implementation of social housing programmes appears to have received greater attention in Italy. 

The last century, characterized by rapid economic growth has witnessed the realization of large social housing plans. 

However recently, the provision of housing for lower income households has become a major challenge for 

governments due to scarce resources. The growing interest in finding an alternative path for the provision of social 

housing has caused policy makers and researchers to consider the prospect of realizing these investments through 

public private partnerships (PPP's). Although other European countries have already experimented putting social 

housing policies in practice using new forms of public-private collaborations, for Italy -which has quite different 

housing related characteristics and issues- it is relatively a new concept. This paper aims to tackle the problem 

experienced in the realization of social housing programmes in Italy. Firstly the current situation in Italy is evaluated 

from a theoretical point of view. Then the opportunities for using PPP's for the provision of social housing are 

discussed. Finally, a case study that involves the development of a social housing scheme using the PPP model is 

presented.  

1 Housing policies in Italy 

The unification of Italy in the second half of the 19th Century stimulated industrial development and rapid 

urbanisation. The migration of farmers from rural areas to big cities has increased the need for affordable rental 

accomodation. Until early 1900's, the Country did not have a national housing policy. Thus, the response to housing 

problems had to come from philantrophic companies [1]. The first social housing policy (Luzzati Law 1903 and T.U.  

public housing, 1908) - which aimed to deal with the growing housing shortage for the poor- was created in the first 

decade of 20th Century. The programme was not directly focused on meeting social needs, but rather on providing 

financial aid and credits and thus it encourages public and private entities (such as cooperatives, charities and mutual 

aid) that are financed by banks, insurance companies, etc. to take action. 

The role of the State in the provision of social housing has been for the first time recognized during the so-called 

"Gioletti Period" (1901-1914), when the Institute for Social Housing (Istituti Autonomi Case Popolari - IACP) was 

founded. During the following 20 year period of fascism (1923-1943) however, emphasis was placed on meeting the 
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housing needs of the middle class and civil servants at the expense of poorer social segments. Italy had to deal with a 

huge low cost housing problem in the postwar economical recovery period (1943-1960). Several factors contributed to 

this problem: the damage caused by frequent bombing, the inadequacy of the way the fascist regime addressed the 

housing shortage and the decreased construction activity due to economic policies that focus on the growth of other 

industries. After the 2nd world war, the seven-year plan INA-Casa (Fanfani Law, 1949) was launched. INA-Casa was the 

largest social housing programme ever undertaken in the Country. In this period, 350,000 units of accomodation were 

built using an innovative financing system: the funds were raised both by employers and employees. This system, 

which was initially planned to be implemented only for seven years, has then remained in force for fifty years [2].  The 

following years saw the first housing strike in Italy. In 1968, people loudly protested the State about the way it was 

handling the housing problem. They emphasized that the State should intervene in housing provision and manage the 

housing demand effectively by controlling housing prices and rents. As a result, the ten year plan Gescal (Gestione 

Case Lavoratori) was put into action. Gescal Plan aimed to ensure that workers and their families are located in regions 

with green spaces and spiritual, recreational and social facilities.  

However, after a period of prosperity and high economic growth, Italy had to deal with a new debt crisis in early 

1980's. Governments had to cut public spending and reduce inflation, thus public investments declined [3]. The pace of 

change in housing policies, which had already started during 1970's by the transfer of power from the State to the 

regions, accelerated between 1980 and 1990. During this decade, responsibility for the provision of social housing was 

devolved to regional or local government units. Public funds for housing were reduced and policies that allow the 

privatization of the public housing were adopted.  

It can be observed that the housing problem in Italy has been handled differently according to the different economic 

and political contexts within which they occurred. Various public and private institutions were involved in attempts to 

reduce the housing shortages faced by vulnerable social groups. At first, the public sector, which was almost absent in 

the social housing arena, was replaced with philantrophic organizations. Later, the role of the public sector became 

increasingly important and reached its peak during the post-war reconstruction period. The public sector then 

gradually reduced efforts to intervene in housing and thus inspired the private sector and the third sector to take 

action. 

2 The housing market and the Housing Plan in Italy 

According to a study by the Bank of Italy, the Italian property market (construction investments, rents and 

intermediatory services) accounts for 20% of GDP. Property on the other hand accounts for 60% of households' wealth. 

The credits raised by the sector (mortgage, construction credits and other property services) constitute an important 

part of total loans [4].  

The housing policies adopted in the 20th Century have -without a doubt- played an important role in the development 

of the sector. In particular, efforts to alleviate the housing shortage in the post-war period have contributed 

significantly to this trend (figure 1). The demand side on the other hand has been stimulated through measures such as 

financial aids, credit facilitations and tax reliefs which aimed at supporting ownership by the transfer of housing units 

to sitting tenants. 

After 1990's however, mainly due to economic crises, the public sector started to face difficulties in funding the costs of 

repairing and maintaining the housing stock. Besides, it was not anymore possible to provide funds for new housing. 

Consequently, the State decided to partly privatize the public housing stock and thus the private housing market 

developed. The years between 1993 and 2006 saw the privatization of more than 150000 dwellings [6](Figure 2). 

Notwithstanding the economic situation, the acquisition of a house has always been -and is still- the best and safest 

way of spending household savings for the Italians. The 50% growth of the dwelling stock in the 1961-2005 period and 

the policies that allowed sharp increases in ownership (e.g. from 45,8% in 1961 to 71,4% in 2001)  played an important 

role in this tendency (Figure 3).  
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Figure 1. Changes in housing construction in the 1935-1979 period (%) 

Source: data retreived from [5] 
 

 
Figure 2. The number of public housing sold between 1993 and 2006 

Source: data retreived from [6] 
 

 
Figure 3. Housing stock in Italy (1961-2005) 

Source: data retreived from [7] 
 

However, the economic slowdown in Italy and the international crises triggered by the collapse of the sub-prime 

mortgage market in the last couple of years have negatively affected the Italian housing market. After a long period of 

continous growth that started in mid-1990's and reached its peak in 2006, the volume of housing transactions started 

to fall since 2007, with the exception of the slight improvement in 2010. Similarly, a declining trend after 2007 could 

also be observed in the volume of mortgages [8].   

Although today 80% of the families in Italy own the dwelling they occupy, an ever growing proportion of the population 

is starting to face the housing problem. Various economical, social, demographical changes and the housing market 

crises have worsened the situation. The increasing demand from single people wanting to live in independent 

dwellings, single-parents, students, elderly and newly-arrived low income immigrants, reduced spending power of 

households, the consequent difficulty experienced in obtaining access to housing at affordable prices and the 

decreased public investments are among the factors that make the difficulties more acute.  

Today, the first dimension of the housing problem arises from the new housing demand from different segments of 

the population with special needs (e.g. single parent families, young couples, low-waged working families, the students, 

the immigrants, the elderly), whose incomes are too little for market housing and too high to qualify for social housing. 

The second dimension of the problem on the other hand, arises from the scarcity of public sector funds for meeting 

the housing requirements of this new "grey" population. 
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In order to respond to the housing challenge, Italy has introduced a new national housing programme. The first aim of 

the programme is to overcome the housing shortage by increasing housing through public and private capital and thus 

reducing the accomodation problems faced by disadvantaged groups who cannot afford market prices. With the 

activation of the so-called "The Housing Plan - Piano Casa", the social housing concept was enlarged from "Edilizia 

Residenziale Pubblica" (public housing) to "Edilizia Residenziale Sociale" (social housing). The new regulatory system 

adopted in Italy is more flexible than the previous systems as it benefits from new types of public private partnerhips 

including for profit and non profit organisations.  

3 The integrated real estate funds   

The National Housing Plan has introduced new forms of public-private partnerhips through the creation of integrated 

real estate funds. The integrated real estate funds are established in order to meet the social housing needs of the 

Country and to assist households to purchase their 'first home'. The public-private partnership established in this 

system develops on two levels, central and local. In the integrated system of funds, a national fund and a series of local 

funds are created with the aim of investing in private social housing [9].   

This system involves the adoption of an innovative approach supported by legislation. Different interests of various 

groups could be met with the use of integrated system funds: on one hand it encourages the creation of a sustainable 

renting mechanism in terms of economic, social and environmental objectives, and on the other hand it enables low 

but satisfactory level of profits. A major advantage of the integrated real estate funds is the possibility of raising the 

required level of funds for social housing without having recourse to subsidies or grants from public bodies, typically 

used in the traditional public housing model.  

The national fund of the system of integrated real estate funds is called "the investment fund for living (il Fondo 

Investimenti per lȇAbitare -FIA)". It is a closed real estate fund which is open to qualified investors. Currently, it is the 

only national fund that operates as a fund of funds. The investment fund for living invests (with a target return of 2% 

over inflation) in other real estate funds established and managed by other saving management companies. In this 

way, it aims to increase the social dwelling supply with affordable rents and agreed sale prices.   

The manager of the national fund FIA is the Cdpi Sgr Company (Figure 4). The company is responsible for creating, 

promoting and managing the FIA fund. Its shareholders are Cassa Depositi e Prestiti (70%) (a joint-stock company 

under public control), Associazione Bancaria Italiana-ABI (15%) (the Association of Italian Banks) and The Association of 

Foundations of Banking Origins (15%). The Cdpi Sgr aims to increase the supply of social housing at affordable rents 

and sale at subsidized prices throughout the whole Country. Furthermore, it supports and integrates social housing 

policies of the State and territorial authorities. The target amount is 2 billion Euros. Various institutional investors 

participate in the fund with a total of 1,810 billion Euros: 1 billion from the Cassa Depositi e Prestiti, 768 milion Euros 

from the insurance banking group and 140 milion Euros from the Ministry of Infrastructure and Transport. 

As the development process is different for each initiative, the procedure adopted by FIA for the evaluation of potential 

investment in local funds varies according to the stage of development of programmes. In the first model, it can be 

observed that various types of promoters (developer, construction firm, cooperatives) of an initiative -that is in an 

advanced state of development- resort to a savings management company for the establishment of the closed real 

estate fund. In the second model, a local real estate fund is created by private and/or public bodies that are willing to 

subscribe shares. Unlike the first model, this starts before the initiation phase of a project. The aim is to attract and 

encourage other investors to raise the fund necessary to realize the project. 
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Figure 4. Organisation of the new social housing system 

Source: [10] 
 

Both models require that the initiative be evaluated in two phases: the preliminary and the final stage. In the 

preliminary phase, the promoters of the initiative and the regulation of the local fund are examined. The outcome of 

this stage is a preliminary (but not binding) decision by the Cdpi Sgr, stating whether it is possible to invest in the local 

fund, the terms, and the maximum amount. In the second phase or the final decision phase, the sustainability of 

various real estate projects are evaluated in terms of their economical, financial, social, enviromental and energy 

performance levels. In this way the Cdpi Sgr determines the most effective way of investing the national fund in local 

funds.  

4 A public private partnership model for social housing: the case of the Parma Social Housing Fund:  

The purpose of the FIA investment fund for housing is to facilitate local social housing initiatives coordinated by public 

housing policies, rather than managing social housing initiatives at the national level. The FIA investment funds aim to 

respond to the growing housing shortage by bringing various public, private bodies and the third sector together. In 

this concept, the residential construction programme called the "Parma Social House" was constituted by various 

actors from the public, private and the third sector and strengthened by their experiences obtained in their core 

businesses. Through the establishment of a Project company, they have established the closed real estate fund within 

the fund of funds system provided by the Housing Plan. 

4.1  Description of the programme 

The Parma Social House programme aims to respond to housing needs through initiatives that place urban renewal, 

sustainable development, quality and energy at the forefront. A study undertaken by "Cresme", one of the leading 

companies in market research, revealed that disadvantaged social groups such as immigrants (10% of the total 

population), students, workers, single-parent families (8,4% of all families), young couples and the elderly (26% of all 

families) suffer from severe housing problems in Parma. About 1700 families have demanded social rented housing 

from the municipality of Parma and the housing agency. However, 1500 of these have still not found adequate housing 

that they can afford. The study by Cresme reveals that families are willing to spend about 545 euros per month (25% of 

their total incomes) for a middle size dwelling. 

The housing problems are not limited to only vulnarable and disadvantaged groups. Another social segment with a 

potential to increase housing demand are represented by families that own the dwelling they occupy but wish to 
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transfer to another dwelling in the next few years (5% of all families). Such families are not able to afford market prices 

or do not have access to good quality dwellings at reasonable prices. Furthermore, there is still another segment of the 

population which experience housing problems. This group is represented by tenants who wish to acquire ownership 

(10% of all tenants). It has been found that they are on average willing to pay 245.000 Euros for purchasing a flat with 

mortgage repayments that correspond to 27% of their incomes.   

In order to respond to such housing needs, the promoters of the Parma Social House programme have prepared 

investment proposals that provide a mix of different types of housing that are located seven different areas identified 

and assigned by the municipality. Promoting social cohesion through an adequate level of social integration, the 

reduction of social exclusion and increasing the level of feeling of belonging to the community was a major goal of the 

programme. Therefore, the seven initiatives which involve the construction of 852 dwellings are designed to meet 

different requirements of different types of users in terms of the mix of housing types and access (Table 1). In addition 

to social cohesion, consideration was also given to greater flexibility, energy efficiency, environmental protection and 

to reducing maintenance costs through improved durability and efficiency of the built product. 

 

Intervention Housing for 

  rent rent+redemption 
 

sale total 

1 Chiavari X X X 280 

2 SantȇEurosia X X X 269 

3 La Spezia   X 20 

4 Budellungo   X 9 

5 Rossi & Catelli X   98 

6 Panocchia   X 12 

7 Crocetta X X X 144 

  265 182 405 852 

Table 1.The Parma Social House programme 
Source: data retreived from [11] 

 

Social inclusion is supported by plans that involve shared spaces in the immediate housing environment and by 

strengthening the relation between buildings and appurtenant public spaces. Providing communication areas for 

residents is expected to increase the feeling of security and of belonging and thus contribute to the social growth of 

the districts in question. Furthermore, Parma Social House programme has established a company that acts as a 

"social manager" consisting groups from the third sector. The company is responsible for managing social housing 

units as well as supporting community life and services since access to communication activities are perceived to be an 

integral part of social housing.  

4.2 Economic and financial dimensions  

Several critical variables are analyzed in order to evaluate the economic and financial robustness of the investment, 

such as its capability of producing sufficient returns for the repayment of debt service. The results of the analysis is 

used in determining the total cost of the investment (including urbanisation, construction, technical, financing costs), 

demand, rents and sale prices of dwellings and costs of maintaining and managing the property. Once the Whole Life 

Cost cost of the programme is determined, its financial sustainability has been evaluated through the construction of 

three different scenarios, the identification of potential lenders, an in depth examination into the characteristics of the 

Fund Management Company and finally the analysis of financial resources. 

As stated above, three different scenarios are constructed in the business plan. The future cash flows from various 

agreements (e.g. sustainable rent, regulated rent, rent with an option of redemption, sale) have been identified by 

taking into account the income that will be generated from the dwellings in different time frames (Figure 5). The base 

scenario showed 4,4% rate of return, which was less then the cost of debt. As the resulting figure carried the risk of 

distorting the financial viability of the programme, other scenarios that may increase the the possibility of reaching the 

7% target return have been constructed (Figure 6). In the first scenario, the possibility of reducing project costs 

(without comprimising quality and performance) is considered. An increase of about 0,5% has been obtained by the 

reduction of initial investment costs. In the second scenario, it has been assumed that the municipality of Parma grants 

tax exemption to the properties in question. This benefit is not expected to negatively affect the balance sheet 



Innovative Financing Systems 

1204 

appearance of the municipality since the programme involves new construction. As a result, it has been observed that 

tax exemption allowed a further 0,5% increase in returns. 

 

 
Figure 5. Cash flow of the Parma Social House Programme 

Source: [11] 

 
Figure 6. Different scenarios and returns 

Source: [11]  

Social housing initiatives promoted by municipalities are usually supported by local and/or regional subsidies. Thus, 

the third scenario assumes that the property fund is supported by a contribution from the municipality of Parma. In 

this case, it has been found that returns are 1,6% higher than that of the second scenario, thus returns in total reach 

the target value of 7%. 

4.3 Financial resources and structuring of the Parma Social Housing Fund  

Several actors have participated in the creation and the management of this fund: the Bank of Italy for the approval of 

the regulation, SGR (the Management Company) for process management and definition of the regulation, banks for 

debt financing, the depositary bank for the custody of securities/shares and others for the subscription of the shares. 

The actors can be grouped into 1)banks providing debt, 2)insititutional investors that are interested providing finance 

for the initiative either due to their socio-economic structure or their expertise on financing social housing initiatives 

and, 3)institutional investors that are interested in returns. The first group of potential lenders are represented by 

banks that are capable of raising loans and pooling for optimizing financial conditions. The main actors of this type of 

investors are savings banks of Parma and Piacenza. Those within the second group are represented by institutional 

investors that are interested not only in the economic and financial context, but also in social cohesion and 

environmental issues. These include the national Fund of Funds, which is responsible of activating the system of 

integrated real estate funds dedicated to social housing construction. The other category in this group include those 

foundations with banking origins. The foundations with banking origins have the objective of promoting and 

developing local initiatives that have a social value. These foundations may evaluate the Programmes on the basis of 

both social quality and target returns. The municipality of Parma and the Emilio-Romana Region are also included in 

this group. The third group of lenders include various institutional investors such as pension funds, social security 

institutions, credit institutions, insurance companies and other long term debt providers. In addition to these, this 

group also includes the promoters of initiatives and members of the Project Company SGR, which includes four 

construction companies and four residents' cooperatives.  
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Figure 7. The structure of the fund 

Source: [11] 
 

The Parma Social House fund participates in the system of integrated real estate funds which is one of the six main 

lines of action of the Housing Plan. The Parma Social House Fund commits equity in accordance with the National Fund 

Management terms on economical, financial, environmental sustainability and social/territorial cohesion. The leverage 

is determined as 50% with debt provided in the form of loans from banks that belong to the first group of lenders. As 

the amount of equity provided by investors is limited, investors' returns are improved. The 30% of the amount is 

provided by institutional investors (the second and third group of lenders) and the remaining 20% is provided by the 

National Fund from the second group. Figure 7 shows the financing structure of the programme. 

Finally, in accordance with the different expectations and interests of the investors of the Parma Social House fund, the 

property is divided into varying share classes in terms of administrative and proprietary rights provided by the 

regulation. A-type shares are held by the promoters and other private investors. Expected returns of this class are 

higher than those of Share B as the risk of the distribution of earnings is higher than B-type shares. B- type Shares are 

held by institutional investors that engage in socially-oriented projects to obtain sufficient returns from their capital 

investments (The national fund and foundations of banking origins). B-type shares have a priority in repayment. C-type 

shares are held by the municipalities. As the main objective is to accrue social benefits from the realization of the 

project, the target returns are very low. 

5 Conclusions 

The real estate investment fund called the "Parma Social House" is the first and the largest social housing initiative of 

its kind in Italy. Supported by the national fund, the initiative represents an innovative model which could be taken as 

an example in other social housing undertakings. The local fund briefly explained in this paper could be considered as 

an innovative instrument for the realization of housing policies as it is capable of safeguarding the interests of both the 

public and the private sector and as it allows a flexible management structure.  

The local fund introduced by the Housing Plan is in several ways different from other instruments. The Bank of Italy 

governs and supervises the fund, the management of the initiative is undertaken by the project Company and further 

issues associated with the control and assurance are provided by a Savings Bank, independent experts and auditors. 

Furthermore, the regulation of the local fund provide guidelines on the selection of alternative investments that take 

into account several factors associated with ethics and financial sustainability. The regulation provides that investment 

criteria not only maximise the value of the fund but also social benefits.  

Finally, it can be stated that the Parma Social House Fund is a good example for the fund of funds system. The national 

fund plays an important role in the model as it helps to activate local funds. The local fund, on one hand favors the 

increase in the supply of social housing for those segments of the population that cannot afford market prices, and on 

the other, facilitates public and private parties to raise the finance necessary for investment. The latter in particular 

appears to be very important in an environment characterized by crises and the scarcity of public resources.  
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