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ABSTRACT

There is widespread opinion within academic cirdlest the technological progress and the connected
process of globalization are exacerbating socioeconomicpalisies between and within countries.
Consistently with some influential scholars, thegper suggests that (a) the primary and generakcaius
increasing social disparities lies in the pairiigent-seeking and support by the political powed &) the
city plays a basic role in triggering and sustajnihis pairing. With specific reference to the kiedge-
driven economy, the paper hypothesizes that thelipeities of the urban milieu allow a new kind of
network monopoly and related opportunities for eegking to take shape within cities. If so, a elatron
would be observable between the development of lgdye intensive activities and increasing urban
polarization. An empirical inquiry is then perfordhéo test this hypothesis on the Metropolitan Qify
Milan, the main metropolitan area and the most aded knowledge-driven system in Italy, by taking th
Index of Social and Material Vulnerability, as ¢l by ISTAT, as the indicator of inequalities. (girthe
outcomes corroborate the hypothesis, importanticapbns follow for urban policies. First, urbaraphing
must support the development of the knowledge-dre@onomy while controlling its socio-spatial negat
implications, essentially by widening the city effearound the core city. Secondly, in so far asioth
demographic and social factors turn out to reirdartban polarization, the need also arises forvatgions
at their respective scale of working (urban, metfitgn, national).
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1. Introduction

There is a broad consensus within academic citblgsthe technological progress and the connected
process of globalization are exacerbating socimeeuc disparities between and within countries.
Questioning the modernization theory according toctv trickling-down mechanisms are at work at any
scale in the development processes, structuralsti@rs maintain that the world stratification beém core,
semi-peripheral and peripheral countries has resdaimchanged after the second WW, though with some
adjustments within strata, and mostly the intermedstratum (Arrighi, Drangel, 1986). Their claiests on
the idea that the technological progress allowg comuntries’ economies to command the global chafins
value by both influencing the final demand and lising their mature productions towards the perighe
countries.

In a somehow complementary way, functionalist sat®lascribe the widening disparities to the
increasing substitution of human capital by ar@ficapital (chiefly, artificial intelligent systesh and the
connected job destruction in the intermediate laitass (Rifkin, 2000). This trend is causing théageation
between a restricted élite of high-skilled/higheppibs and number of low-skilled/low-payed jobs {@net
al., 2003; Goos, Manning, 20(5’7)0 such an extent of pushing these latter nefyanto the informal sector
(Sassen, 1988, 2001). At a more detailed level zCdmpullitti (2016) show that openness to thebglb
competition in highly innovative contexts widens gea disparities, mainly between high-skilled and
medium-skilled workers rather than low-skilled jobgcause these latter enjoy rising demand foropats
services that allow high-skilled workers to freermtabor time. Though stricter employment protatwtiand
redistributive polices show to lessen socio-ecomsadisparities, as it occurs in Eurdpthey have however
only contingent effects. As Naticchioat al. (2014) show, the reforms some countries have doted to
ease flexibility in the labor market have actudigd negative effects in the lower segments of thges
distribution.

Marginalization if not exclusion from the labor rkat have the effect of amplifying wage polarization
on households’ incomes. In the U.S.A., the incigeat “marginally attached workefsbn the labor force
rose from .8 to 1.1 percent between 2000 and 2638 percent), after having got 1.7 percent on 2011.
the same period, that incidence rose at lower paceaverage across OECD countries, from 1.6 to 2.0
percent (+25%), even if in several countries, Bkestralia, Estonia, Finland, Italy, Luxemburg, Rgal and
Spain, it stayed higher than 4 peréent

Wage disparities do not fully explain income disi@s, however, because an important if not thenmai
contribution comes from capital gains and urbanstefio sum up, Cingano (2014) and OECD (2015) show
that from the late 1970s to the late 2000s, thesdloold income Gini Index rose by 10 percent onageer
across OECD countries, and even more in those Gesrthat started from lower levels of inequalitige
Sweden, Finland, Denmark. The 2008 crisis had ffecteof exacerbating disparities: whilst the 2010
average income of the top decile in the OECD caemtvas comparable to that in 2007, the averagamac
of the bottom decile lessened by 2 percent a YeBCD, 2013, 2017). Finally, as regards the impéthe
crisis on wealth distribution, findings are not wogal across a sample of OECD countries (Murtin,
D’Ercole, 2015), though allowing these authors rigua that the recovery of financial assets in thedia
2010s boosted inequality in favor of wealthier s,

® Wwith reference to the U.S.A., where this phenooneis of extreme magnitude, Stiglitz (2013) repthist, over the

preceding three decades, the average salary tdpphe percent workers has risen about 150 peregrile the salary of

the bottom 90 percent workers has risen ten tiees |

" The index of “Strictness of employment protectionindividual and collective dismissals” is ab&ubn average

across OECD countries, and only .26 in the U.SS&ufce: http://stats.oecd.org).

8 “Marginally attached are persons aged 15 and, mether employed, nor actively looking for wobkt are

willing/desire to work and are available for takiagob during the survey reference week. Additibnathen this

applies, they have looked for work during the dasmonths.” (http://stats.oecd.org).

® Source: http://stats.oecd.org.

10 As regards Italy, Banca d'ltalia (2018) foundtttimetween 2006 and 2016, the Gini Index of houlsishoet wealth

remained substantially unchanged, at about .64, hétving risen up to .64 in the four-year periast pfter the crisis.
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Whilst no significant dissent is about the main hadisms of income and wealth concentration,
important differences remain about their possibipdct on growth, between those authors who renhaik t
propulsive role (the top classes are more inclioadvest, while the bottom classes are more cockwith
their material living conditions), and the othersonemphasize the twofold risk for devaluation & Human
capital and dropping of investment propensitiethindisadvantages clasSesmportant dissent is also about
the connection between inequality and poverty, betwthose who maintain that “inequality matters for
poverty” (Naschold, 2002), and those others whonta@ that “the real distributional problem is not
inequality but poverty” (Feldstein, 1998: 1), athié two facets would be unrelated each other.

Not being this paper the suitable place for dealiitp this many-sided debate, it starts by optiag f
some critical hypotheses, which are as follows:

a) inequality matters by itself insofar as it adeges certain social groups systematically andseyaat
the detriment of other groups. In these conditi@gnsiduces social discontent, with negative eemt both
the political and the economic domain (Alesina,0Rer1996; Stiglitz, 2013);

b) inequality has cumulative effects. Since theadimntaged people meet it difficult to keep up the
heading groups in learning abilities and skills,wadl as in the connected innovative capacitiesy thre
doomed to shift into a condition of rising precasoess and dependency, with serious consequentision
propensities towards risk and real capabilitiesitest (Wilson, 1987; Florida, 2017);

c) space reinforces the cumulative effect of inditjea because rich and poor tend to cluster into
distinct areas within cities, and this socio-spatialarization respectively enhances the chancesirttier
betterment and deepens the prospect of deterinreggpectively for the two classes. The social @ue of
rising polarization is social fragmentation betwettre haves and the have-nots and finally urban
fragmentation (Curtiset al, 1994; Wresch, 1996Nevez-Bouchanine2002)12, with its institutional
implications (Cusinato, 2014).

d) accordingly with Rodriguez (2004) and Stigli2D{3), the main cause of rising inequality liesthos
joint of rent seeking increasing opportunities @imyernmental support to them. While sharing thismwi
this paper maintains however that a third compon#atvenes in making that joint effective, vizethity.
More specifically, it maintains that the city ithasiaispositit® of rent seeking.

On the basis of this theoretical frame, the papes &t enquiring into how the city works as the
dispositif for rent in the present-day techno-economic parmadicharacterized by the driving role of the
knowledge creation processes, as well as into th&siple effects of that working on socio-spatial
polarization. The starting the idea is that the ¢it allowing a new kind of monopoly —specificallg,
network monopoly — to take shape in the knowledieed economy (KE). Were this hypothesis to hold
plausible, policies aimed at coping with socialgwation require policy interventions in the coctien
between KE dynamics and the urban domain, in daddrive those milieu factors that fuel the viciaucle
between rent seeking and socio-economic inequality.

The paper is organized as follows. After havingioatl how the city has worked as tHispositif for
rent seeking in the main historical techno-econagpaitadigms (Section 2), the paper provides a tliealte
frame to specify the above idea about the formatifcam new kind of network monopoly (within and thgh
the urban milieu) in the KE, with important effects socio-economic polarization (Section 3). Inevrtb
test the soundness of this theoretical frame, @eeiperforms an econometric analysis on a selegedf

Since that index was only about .42 on 1992 (Batitalia, 2014), it follows that the 1990s and 2@00s have been
periods of important wealth concentration. Alsdhis case, the variations in the financial asse¢srsto have had a
driving role.
™ For a critical review on the relationships betwéeequality and growth, see Aghienal. (1999).
12 Unlike urban fragmentation, Florida (2017) spealisut the “locational divide” or “big sorting” heeen rich and
poor within U.S. cities. Though admitting that tHiside is closely associated with race in thatteaty he found that
“[it] is greater in bigger, denser metros with largpncentrations of high-tech industries, collegalgates, and
members of the creative class” (ibid.: 99-100).
13 With the generative and power-related connotatibith Foucault (1980) endowed this term with.
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possible factors of socio-economic polarizationgaghiwhich KE development) with reference to thermai
Italian Metropolitan City and KE regional systemMilan. Section 5 will draw conclusions on both the
interpretive and normative sides.

To conclude these introductory lines, it is noturediant mentioning that this work is an additiortaps
on a long-lasting research project on the KE amdpttial rationales carried out within the UniitardJAV
of Venice, which characterizes by having espousdteraneneutic approach to the KE itself (Cusinato,
Philippopoulos-Mihalopoulos, 2016). Whilst the pgoas works emphasized KE's bright side on the
regional, urban and intra-urban scales, this warlsaleliberately to deal with its possible dirtglesi

2. Thecity asthedispositif for rent seeking

Rent is “a return in excess of a resource ownggpdunity cost” (Tollison, 1982: 575) that causeset
transfer of wealth at the advantage of the remerahrough market transactions. Its market fitiatmakes
it possible to distinguish rent from other meansli@aiwing wealth from others, be they lawful, likees, or
criminal in nature, like fraud, bribe, racket, thebbbery, pillage. Its etymological tie with “tend” — “to
tear asunder with force” (Donald, 1872) — remindghat it relies upon a power disparity betweenptiius
involved. Though taking economic appearances —pitwwer of setting prices higher than costs — this
disparity entails State support for getting botitlemization in people’'s eyes and enforcement agjaimose
who fail to pay. This support is not extraneousState’s rational, in that the State establishemadly its
power over a certain territory by imposing the dté on the people involved, so that its alliancedt
collusion with rent seekers (who impose a simitdr through market) turns out to be quite natufidie
circumstance that, on history, the State allowestl§i the Landlords and successively the entrepneffeto
draw rent only mirrors the passage from a purestedutive to a market-based form of social int¢éigra
but in no way it diminishes the power-based charaut rent seeking.

It was just on the inauguration of that power ttat city emerged as a specific entity from the set of
urban agglomerations at large. Let us follow Marxhis connection, with reference to the Asian [tl&l
East] mode of production:

Cities in the proper sense arise by the side ddethgllages only where the location is
particularly favourable to external trade, or whitre head of the state and his satraps exchange
their revenue (the surplus product) against labadrich they expend as labour-funds. [...]
Asian history is a kind of undifferentiated unitf town and country (the large city, properly
speaking, must be regarded merely as a princelypcanperimposed on the real economic
structure). (Marx, 1965/1857-8: 71 and 77-78).

According to him, external trade (which entails mpalistic practice'S) and tribute lie at the basis of the
city, but further down there is the State powepdiver that allows some people to exploit naturatcties
at their own advantage (and the detriment of tledassurplus), while allowing other people to ceeand
similarly to exploit artificial scarcities. Withouhat support, no kind of rent would be possibieypty
because scarce natural resources would be rulembramons, and activities aimed at creating artificia
scarcities within a community would be resoluteiynbed®.

Thus, the key question is if the city is merely theater where rent seeking practices take shagie an
flourish or if it concurs to cause them. Lookingitain a a-historical prospect, like individual rhetlology
does, the answer is univocal in favor of the firstn of the dilemma, but on a historical viewpdime two
horns connote the different ways by which rent seeknd the city have related each other. Condligten
with the above quotation by Marx, the early cibflowed the emergence of the political power: it was
“merely [...] a principle camp”, namely a village th#éhanks to certain locational advantages, bectime
seat of an over-ordered power — the State — wingdosed the tribute on the surrounding villages/@nd

14 1t is rather possible arguing that it was prelgiseat empowerment by the State that allowed #uwénturer’ or
‘undertaker’ — two terms that allude to the swindiethe speculator (Landstrom, 2005) — to getntioge decent
designation of ‘entrepreneur’, which served inféa # dissimulate their propensity for rent intipensity for profit,
as the right reward for their innovative abilitiés,such an extent of labelling ‘extra-profits’ tbennected rent margins
(Hanlon, 2014).
5 See Curtin (1984).
6 TheDeuteronomy23: 19-20is paradigmatic in this connection.
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drew rents from long-distance trade. In this vidhe early city appears as the outcome of the paliti
power, and theplace of the ensuing power of drawing systematicallytrdirstly from one’s own
community.

Once the city appeared, however, it developed iceaigglomeration economies in favor of rent seekers
as Cantillon (1959/1755) portrayed in his admirablgan geography with reference to an agricultased
market system:

Landlords who have several large estates have gasnto go and live at a distance from
them to enjoy agreeable society with other Landaosvaed Gentlemen of the same condition. If
a Prince or Nobleman who has received large gmintsnd [...] fixes his residence in some
pleasant spot, and several other Noblemen comeedHere to be within reach of seeing each
other frequently and enjoying agreeable societyg,fglace will become a City. (pp. 13-15).

According to him, Landlords’ delight of living totieer in certain pleasant places is the reason Wy t
agglomerate, and what allows this agglomeratiobdcome a city is their power of collecting landtsen
What escaped however to Cantillon (or he omitteddy) is the circumstance that Landlords took diyec
part to the political powéf, on which they established their right to be ‘Lsjrd.e. ‘domineers’, and to draw
rents from their domains. In actual fact, it was owly the working of ‘agreeable agglomeration emoies’
to lie at the basis of the pairing rent/city, blgoaa much harsher kind of agglomeration economiasiely
proximity to the political power, and involvememta it as well. Moreover, insofar as these aggl@tien
economies enjoy increasing marginal returns, a tative dynamics starts, which works independently o
any individual deliberate intervention, and ratbeperimposes to them.

It becomes thus possible arguing that, whilst thpearance of the early city followed an exogenous
factor (State’s riséj, from then on the city acts as an endogenoushyfamiing device of rent seeking,
thanks to the cumulative effects of the related@ygration economies, so that its intimate nata® to be
find into that device itself. Questioning into thity peculiarity in comparison with other kinds ofban
agglomerations (mainly villages and burgs, accaiginwith Cantillon’s taxonomy), requires therefore
investigating into the possible working of cumulatieffects in rent seeking practices, be they dagifrom
scale, agglomeration or urban economies. In thés/vihe economic history of the city turns out tothe
history of the different forms of rent seeking aggkration economies and their cumulative effeaigiroe
and space: a history which has remained unachiafted that the economic science has left aside the
classical in favor of the neoclassical approach

Let us take up again in outlining the successivenrateps of this history. At the beginning of thiestf
industrial revolution, two main forces drove urbagglomerations — scale and agglomeration economies
internal to manufacturing — though not being enotmttharacterize the city. According to Adam Smith
(2007/1776), it was rather the practice of the waégxchange between the city and the countryside t
typify it :(a practice that manufacturing would leamagnify by widening its markets thanks to thedaing
in transportation costs made possible by the tdofgiwal progress). Thanks to physical proximitytyci
dwellers can actually combine and set prices ofr theducts higher than their intrinsic value, wées
countrymen cannot reciprocate because of theirsdghgpersion. Though not explicitly mentioningettole
of the political power, and being rather compliavith the providential social order of the then British
society, and primarily Lords’ statt!s Smith, unlike Cantillon, was actually aware oftitutions’ classist
role’’. Anyway, also in his view the city is a city inaofas it allows rent seeking practices to appedrtan
thrive.

7 At Cantillon’s times, the House of Lords was fiie-eminent Chamber within the Great Britain Pamkat, except
for financial matters (on which the House of Commererted the major power). (House of Lords, 2015).
18 For a vivid, though mythical representation 6§ taxogenously-driven process, see Mumford’s (1$2&jes on the
foundation of Uruk.
19 In fact, the neoclassical approach is unableysinally to distinguish the city, as a proper atiayl entity, within the
set of urban agglomerations at large. On this sthjsee Scott, Storper (2015) as a recent unsfatagtempt to
characterize the city “in the strict sense” (paéording to the neoclassical approach, and Cusesng016a) criticism
to them.
% Smith’s opinion about Landlords was indeed anbivia Whilst considering them a fruit of the Praaidial divide
into a class of “a few lordly masters” and a mutli of lacklands (Smith, 1759: 350-351), he usedrwords
elsewhere against their indolence and ignorancétiSa007/1776).
2L Let us quote him again, when he remarks thatif@wernment, so far as it is instituted for tieesrity of property,
is in reality instituted for the defense of thehrigainst the poor, or of those who have some prppgainst those who
have none at all” (Smith, 2007/1776: 562).
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The second industrial revolution only amplified ttude of scale economies in fostering monopolistic
rents. The true discontinuity in this course ohfjs was systematic recourse to innovation by ergngurs,
whose champion was the Schumpeterian solitary @ndidyentrepreneur within monopolistic competition
conditions. With respect to the previous kindsesftr(land and pure monopolistic rents, both whitiel§ of
parasitism), the gains over costs deriving fromoiration were given a positive ethical value, intttheey
have been considered as the (temporary) pricentoeeneur’s ability of exploiting otherwise unpaived
resource recombinations (Kirzner, 1973Not by accident, this kind of revenue was laluelis something
placed midway between profit and rent, as ‘extr@ipror ‘quasi-rent’. The direction of the possibl
disambiguation depends however on the conformitynot of the real market with the ideal-type of
monopolistic competition. It is only the lack ofrbars that actually allows scarcities and conngctnts
stemming by innovation to be viewed as temporacglla@ontingencies within a path of general growth,
being destined to vanish with the entry of new cetitprs. Otherwise, insofar as natural or artifitiarriers
are at work, the market inclines towards the ide of monopolistic competition, and quasi-rents tinto
genuine rents.

With reference to the nowadays pattern of developmigased on the governance of the knowledge
creation-and-innovation processes at any scale dtiterprise and its networks, the local and regiona
systems, the chains of value, and so on), the kegteppn becomes if important barriers are at workhe
entry in the KE core (i.e. its generative devicasd, more importantly, if those barriers take shape
endogenously to the KE itself. If so, the KE hatdirty side beside the other celebrated side ofutcesses
and prospects of unlimited progress, in that ia#stosses of social surplus, due to monopolistactices,
along with increasing social disparities, due ® plossible cumulative effects of those same peglid_et
us now make a focus on this last issue.

3.  Rent seeking and the city in the knowledge-driven economy

That the information sector suffers from monopaigtractices and connected sub-optimal resource
allocation owing to indivisibilities and low levets appropriability, is a well-known condition se@rrow
(1962). In his (static) approach, the interventdrpublic or no-profit institutions, along with th@ovision
of appropriate incentives, are the suitable waystopensate such failures. The additional circuncgtahat
information ‘production’ enjoys increasing margiraturns (at least within a given epistemic parajig
strengthens such view, but also lays the foundatiofran endogenous theory of development (Romé&6;19
Lucas, 1988).

Both depictions abide however by a micro-econonmipreach, according to which the only, though
crucial, mechanism working at the macro level aeedpills-over ensuing from the low level of infation
appropriability. At a deeper level, they abide bgagnitivist approach, according to which learniagan
individualistic affair and occurs through collegfinnformation from the environment, combining them
according to a like-Turing machine, and selectimg aseful outcomes from that combinatory work among
the countless ones it yields, which finally resnto new information, and so on. In this portrayhg other
(individual) knowers are mere sources of spillsromed, insofar as they succeed in appropriating the
outcomes of their own learning activity, they beeopossible sellers of information. Finally, but tedst,
since the market is the normal mechanism for exghan that vision, the focus shifts inevitably teet
failures which the information sector is doomeduéfer from.

Relaxing this cognitivist and market-centered vige representation of information production and
exchange changes importantly. If the mind is noammwnceived as a mere logical/combinatory machine,
which converts data/stimuli according to some Etadaished and maybe innate rules, but is alsaiedtlto
reflect on how itselects and extractdata from the environment, if not projects itsesoata on it, non-

22 Galunic, Rodan (1998) label these two kinds of respectively as “scarcity-based” and “innovatimsed”. We
maintain that any kind of rent is based on scarsitythat the possible differences stem from theraaf the scarcity
itself; if natural of artificial and, when artifigl, if created by shortening the supply of cer@aiisting goods
(monopoly) or by introducing new combinations (imation).

% |t is very telling that also Richard Florida, tbentor of the creative class, has recently addhttiat the growing
social disparities caused by the nowadays pattedevelopment have induced him seriously to faee‘the dark side
of the urban revival | had once championed andocated” (Florida, 2017: XVII).
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market relationships with other learning peoplednee imperative. In fact, not being possible excigdhat
every individual mind is idiosyncratic in naturespecially as regards its perceptive sphere, and is
consequently exposed to fallacies, it becomes ctsopuadmitting that comparison with other mindssts
the only way to copy (or, more softly, to deal)iwihem (fallacies).

This shift from the relationship between mind ahd éxternal sources of data, which is intrinsi¢hi®
cognitivist approach, to the ways by which the masiablishes such relationship entails that, filata
cannot anymore be considered as given once arall ftaut as contingent constructions, if not préjmts of
the mind itself and, second, information and coonset|knowledge and learning are social construstitin
follows that, being creative and, mainly, dealingfigiently with creative processes, entail intéirag with
the others, and since this interaction affectsigpénts’ perceptive attitudes, it redesigns albkeirt
informational baggage, thus further boosting thednéand opportunity) for interrelating each othier.
follows that the critical resource for creativitgch especially, the governance of the related psER lies
within the network of relationships between knoweénside which perceptive attitudes matter prinyaril
whereas in the cognitivist view that critical resmuresides in mind’s logical abilities.

The notions of “distributed knowledge” (Nowoteyal, 2003), “distributed creativity” (Miettinen, 20Q6)
“learning community” (at large), “epistemic commtytii(Marx, Holzner, 1979) and other similar onestre
precisely on the idea that, while the individuahdhiis the source of information production, thewsek
between minds that share a “primary commitment péstemic criteria in knowable production and
application” (Marx, Holzner, 1979; quoted in Ha&890: 40) is the place where and the way througiciwh
minds learn to look at the their own (idiosyncratigarning attitudes: in a few words, that netwakhe
privileged locus for the hermeneutic practice, whies at the very basis of creativity (Cusinatol@b).
Inasmuch as that network becomes autonomous frdividnal minds thanks to learning cumulative efect
and network economies, it becomes a generativeceldMloretti, 2013), belonging to the same family of
Durkheim’s (1895milieu or Foucault’'s (1980dispositif

What matters regarding this paper’s aims is thasehcumulative effects along with the idiosyncratic
character of the related outcomes create a risamgel to both the entry into the related netwonkl @xit
from it. Not only increasing levels of specializatiand sophistication actually follow, but alsoittdacal
conventions take shape among participants on thieakt epistemological, methodological and lexical
domains, in that some aspects of the real worldoav@eged rather than others, and some verbalrenmd
verbal expressions take specific semantic nuanegigel the community, which remain obscure to the
extraneous and even change on time, thus increbsthgthe entry costs to the possible new compstito
partners and the exit costs to adherents, in teirthe necessary apprenticeship in a new community.
Number of network monopolies are therefore expetriddke rise in the KE, each of them is equippked o
peculiar/idiosyncratic way of exploiting learningraplementarities and synergies between particip@ants
creative ends. It is thus possible arguing thatitieractional mode of knowledge ‘creation’ (rathkean
‘production”), which is crucial in the KE (Nowotrst al, 2003), allows wide margins for rent seeking to be
exploited, with predictable effects on socio-ecoimimequalities.

Finally, since major cities and metropolitan areas, not only the privileged place for knowledge-
creating services but also their seedbed (Cusirkiljppopoulos-Mihalopoulos, 2016; Compagnucci,
Cusinato, 2017), it is expected that KE’s brighdl alirty sides are first and better observable msiteni*.
This is the issue which next Sections will dealwitith reference to the Metropolitan City of Milétaly).

2 Similarly, Florida (2017) argues that “Superstites and knowledge hubs are not just the theatéere inequality
is most on display; their success is inextricaldg to the very clustering of talent and firms thlaapes the widening
gap between rich and poor” (p. 82). The data herten the higher levels of inequality of the Untro areas in
comparison with the rest of the country are vergriessive: whereas the Gini coefficient is 0.45@weerage across the
country, it reaches 0.504 in the Large Metropoli@ea of New York-Northern New Jersey-Long Islamd aalues
higher than 0.468 in other nine Large Metros. W&ahore, inequality rises furthermore within thesene metros,
especially in their urban cores.
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4. The casestudy

4.1. Premises

As discussed above, the issue of increasing ecanimmaguality is one of the most discussed topies, i
both the academic and the political debate, eslheaifter the 2007 crisis (Autogt al, 2008; Piketty, 2013;
Alvaredoet al, 2017; Stiglitz, 2017). Such a concern had alregiyvn substantially in the mid-1980s,
however, a period characterized by an unprecedegtedith in R&D investments and rising use of
technology in the production process (Daeidal,1992; Kim, Nelson, 1999; McConnell, Perez-Quiros,
2000; Ménde=zt al, 2016), which caused a structural change in thst mdvanced countries, towards more
hi-tech and knowledge-driven economies (Gabal, 2012; van Winderet al, 2007; Raspe, Van Oort,
2006; Florida, 2017).

Acemoglu (1999) argues that such technical charagk dn important impact on wage and income
distribution. In fact, since the “technical charmeer the past sixty years, or even over the patticg has
been skill-biased” (p. 3), it mostly benefited thiglled and educated workers, while replacing thetine
jobs, performed by unskilled and low-educated wskevith machin€s. Providing a more nuanced
representation, Autoet al. (2003) show that wage polarization is rather ogegrbetween non-routine
cognitive or interactive jobs, on the one hand, ama-routine manual jobs and routine (cognitivenanual)
jobs, on the othé% Changes in the wage structure affect importahtlyseholds’ permanent income and
consumption distribution, as Cutler and Katz (198&nonstrated for the U.S..

These evidences have important spatial implicatidwrban and metropolitan areas are, indeed, the
engines of modern knowledge-driven economies amietes, where the highest amounts of educated
people and high-paid jobs live and work, along viitiportant amounts of linked non-routine but lowepa
manual jobs, such as personal services (Hudsort; 20@tke, 2007; Florida, 2017; OECD, 2018; Moretti
2013) whereas non-urban areas generally host eowimd low-paid jobs. Within this urban/non-urban
dualism, skill-biased differences arise at threatiap scales: a) between different sized citiesbé&wveen
same sized cities having different economic baaed; more importantly, c) between different paftshe
same city or metropolitan area.

With regard to the first point, Baum-Snow and Payafl12) show that the overall raise in wage
inequality occurred between 1979 and 2007 in tt& Was significantly affected by city size. Explaoas
ground on the higher increase in productivity ammhsequently, in wages of high-skilled workers, chhhas
taken mainly place in larger urban areas. This @ggr is consistent with Glaesetral. (2008) and OECD
(2018), who both found higher nominal wages, haugrices and productivity in larger cities, andhwit
Glaeser and Gottlieb (2009) and Davis and Ding@l22, who maintain that the higher productivity €eegs
on the better opportunities for skilled workerseathanging ideas in larger and denser cities. Atsgme
time, larger cities turn out to be more unequahtballer towns. According to Behrens and Robecod
(2013), this is due to the circumstance that tHfégr greater market opportunities, thus being naiteactive
for new enterprises and, consequently, more se&atiith the final result of widening the gap betwahe
winners and the losers.

Comparing similar sized cities, substantial differes arise because of their different economic
specialization. Moretti (2013) notes that largeiesiin the U.S., such as San Francisco, Seattlstiand
Boston, but also smaller cities, such as Ann Arbewsrt Collins-Loveland and lowa City, which are
knowledge and innovation-based cities, show thédsgshares of creative and educated people anel wag
levels. On the contrary, former industrial citisach as Detroit, Cleveland or Flint, are charazgeriby the
smallest percentage of workers with a college degred affected by depopulation and falling wageshW
specific regard to inequality, Hudson (2006) fouhdt the presence of financial and business sexvge
significantly and positively correlated with inedjg whereas the manufacturing sector shows aifsignt

% See Katz, Autor (1999) for a survey on literatonethe skill-biased technological change.
% See also Goos, Manning (2003); Breaal. (2014).
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negative correlation. Breaet al. (2014) corroborate this view by proving that thedationship becomes
positive in case of deindustrialization, whereaghbir shares of employment in government serviatdde
more equal income distribution.

Finally, there is broad consensus about the impoeaof the knowledge-driven economy, and
specifically KIBS, in enhancing inequality (Hudsd2Q06: Kratke, 2007; Lee, 2011; Breatial, 2014,
Florida, 2017) and even segregation. In this regBetkes and Gaetani (2018) find that innovation is
responsible for income segregation not only betweean also within cities. They argue that segregais
mainly caused by the clustering choices (in teringsidence) of the creative and high-educatedsekadn
turn, this process is triggered by the need fotigpproximity of the knowledge- and innovation-@mnied
companies, particularly those aimed at maximizhng ¢ross-fertilization and exchange of ideas, amthér
reinforced by their high-educated and high-paidkeos’ propensity to live close to their job placesrder
to minimize commuting costs. Edluret al. (2015) corroborate this view, by showing that rhaitime
scarcity “has propelled centrality to the top of tbcal amenities list” (p. 3). Social and spasiegregation
within cities is also conducive to poverty concatitm (Massey, Tannen, 2016; Musterd, 2005), wtagles
often the form of ethnic segregation, mainly, thoumpt exclusively, in the U.S. cities (Wilson, 198B96;
Massey, Denton, 1993; Quillian, 2012).

Furthermore, the intra-urban geography of afflumt poor classes changes continuously, becauke of t
gentrification and urban regeneration processeghyproduce new bourgeois quarters while expeltine
lower and middle classes (Florida, 2017). As Fi®i{2002) and Diamond (2016) argue, the concentratio
high-income workers causes increasing demand flited expensive amenities, thus further enhancing
gentrification, and forcing relocation of low-incerhouseholds.

As mentioned in the Introduction, socio-economiequality, but also spatial segregation, are not
necessarily negative. For example, when socio-enanequality derives from the improvement in the
living conditions of some individuals or social gps without worsening the conditions of other pepple
are faced with a Pareto improvement (Feldstein8L98 the same way, when segregation allows tlplpe
concerned to take advantage from proximity, thisas necessarily a problem. The problem ratherearis
when the disadvantages of spatial segregationrdiega for instance, the access to socio-economic
opportunities and the lack of variety in socialat@nships (OECD, 2018), outweigh its advantages.
Especially when public goods (schools, parks, sfigaiture, security, etc.) are funded at a ldeakl, the
segregation of disadvantaged people can lead imaus circle, with heavy impacts on education,ltheand
intergenerational mobility (Berkes, Gaetani, 2018).

With these premises, it is possible to outlineeotbtical framework for an econometric analysisegirat
finding out the relationship(s) between inequatityd some economic, social, spatial and urban \agab
The empirical exercise is carried out with refeeetathe Metropolitan City of Milan (MCM), which,isot
only the most populated and richest Italian Mettivgo City, but also the most advanced ‘region'tlie
national knowledge-driven economy (Compagnucci,ifais, 2017). In doing so, the paper assumes that
rent is the main factor of inequality, be it urbkmd rent, monopolistic rent, or another kind ofitre
Nowadays, there is wide consensus that the rentinsiteg from innovation plays a major role in that
connection (Berkes, Gaetani, 2018; Florida, Gagf018). As noted in Section 3, the ceaseless ati@mv
process within monopolistic competition generatgmsirents at the enterprise level, since these they
disappear insofar as new competitors enter the eha@wing to the network economies of the KE urban
systems, the related quasi-rents become howeerefuk, as a consequence of the rising barrieenter
(and to leave) the networks of the knowledge intenactivities, on which innovation grounds. Theiseng
barriers depend not only on the higher degree ofptexity of the knowledge intensive activities, lalto
on their evolutionary character, which results froeaseless internal and external interactions artteeTg
(Lambooy, 2002; Glickler, 2007). It follows thateie networks become exclusive (if not esoteric;
Alvesson, 1993) circles, and eventually, they bez&mowledge-and-innovation monopolies.

Of course, it is well-known that also urban landtrplays a key role in driving the geography ofamrb
inequality. Urban rent, in fact, is the price hdudes and firms are willing to pay to benefit fravat urban
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agglomeration economies. This means that houselbbloisse their residential location on the basitheir
different levels of income (ceteris paribus), imptya positive relationship between income leveal arban
land rent. Moreover, there is a second kind of catitipn for urban land, between households and @oan
activities, in that there is a positive correlatlmtween urban rent and the density of the knovdénignsive
activities (Florida, 2017, Lee, 2011; Breau et2014; Compagnucci, Cusinato, 2018).

Given the importance of urban rent in driving urbaequality within the knowledge-driven economy,
one of the main goals of this paper is assessiadetiel of this correlation in the MCM. On the natiwe
side, if a certain level of inequality triggered the knowledge economy is normally expected to Hbinv
an urban context, an excessive level could leadtgative consequences on the urban performancesate
case studies, regarding, for example, the citiesMainich, Lyons and Hamburg, suggest that the
implementation of targeted public polices can naitggthe exacerbation of the inequalities inhererthée
knowledge economy (Ranci, 2010; Mazzoleni, 2013,62Mazzoleni, Pechman, 2016). Symmetrically, as
the case of Milan suggests, the lack of public gjedi and, specifically a deficit in urban desigrd an
connected regulatory policies, widens social aradialppolarization (Mazzoleni, 2016).

4.2. Econometric analysis

The below econometric analysis aims at assessingtdltistical relationship between an assumed measu
of inequality (the Index of Social and Material Watability — ISMV) and a set of socio-economic,
demographic and urban potentially explicative fextaithin the MCM. ISMV is a composite index that
guantifies people’s risk of incurring severe detexiion of personal economic and social conditidinat do
not necessarily will turn into actual situationsdwprivation. The index synthetizes different ditwzs of
distress: the material deprivation is associatetth &ilow level of education, unemployment, non-akéce
housing, whereas critical family conditions, caeeds of the elderly people and conditions of inégtiof
young people integrate the risk of vulnerabilitgrfr a social point of view (Tronu, 20£7)Although ISMV
is not an index of inequality, its geography resdeossible conditions of socio-spatial inequalayd the
comparison between its geographies on differenegimrovides evidence about possible trends of socio
spatial polarization, and this is precisely the wayg paper aims to deal with.

The index has been widely used in important natiand local contexts, especially for the analydis o
vulnerability at the sub-municipal level, confirmgiits potential for measuring socio-economic inditjea
in urban areas. Among its most important applicegjat is worth mentioning its insertion into thet ©f
indicators used either for an enquiry on fourte¢alidn metropolitan cities for the Parliamentary
Commission of Inquiry on suburbs’ state of degriamiél (ISTAT, 2017a); the definition and socio-
economic description of the new constituenciestier election of the Republican Chamber and Séhate
(https:/lwww.istat.it/it/archivio/208278) and theplementation, in collaboration witasa Italig of an
information system on the natural risks of Italiannicipalities®.

ISMV was first disseminated by ISTAT at the munidifevel. Successively, ISTAT (2017a) focused on
the Metropolitan Cities, as defined by the law 7riAR014 n.56, and adopted sub-municipal areasafurb
guarters, as defined by the municipalities conadyrias spatial units of analysis. Focusing on thkisds of
sub-municipal partitions represents an importafineenent, since it improves capacities to expldie t

%" The elementary indicators used for the consaatif ISMV are: incidence of adult illiterate arigétate population
without an educational qualification; incidencefarilies with 6 and more members; incidence of ypanadult single
parent families; incidence of households with ptgmssistance distress; incidence of the popmratuffering from
severe housing overcrowding; incidence of youngpfeeout of the labor market and from an educatiotraining
path; incidence of households with potential ecoiaiistress. The methodology (Mazziotta, Paretd42@ised for the
transformation and aggregation of the elementaticators is based on the hypothesis of non-sulsiity of the
different components (the deficit in one comporemnot be compensated by a surplus in anothennakeés it
possible to produce a synthetic “non-compensatimg&x comparable over time in absolute terms fehesgpatial unit
(municipality) and for any other territorial lev8ee also http://ottomilacensus.istat.it/documeaotez
% Rome, 31 May 2017 (https://www.istat.it/it/arciait202052).
29 https://www.istat.it/it/archivio/208278.
30 https://www4.istat.it/itymappa-rischi.
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spatial dimension of socioeconomic vulnerabilitgthin cities, along with to implement policies auinat
mitigating if not reversing its possible negativifeets. Rome and Milan case studies (ISTAT, 2017b)
actually show that the sub-municipal areas ardrtan being homogeneous in terms of vulnerability, a
demonstrated by ISMV’s substantial variance amoifigrént neighborhoods. It follows that considering
ISMV at the municipal level, as we were obligeditoin this work owing to the lack of data at a loweale,
represents a limit, which could be overcome insa&tSTAT will make sub-municipal Census data openl
available.

The choice of the set of explanatory factors/indeleat variables, as reported in Table 1, follovesnfr
the proposed theoretical framework, according taciwhrent — in particular the rent arising from KE’s
innovation processes — has become the driving fatsocio-economic inequality, whereas persoradias
and urban features concur as inertial or reinfgrciactors. As regards, in detail, the weight of the
knowledge-driven economy, it was assessed ondhis lof the employment location quotients. Follayin
Eurostat (2013), we split the knowledge-intensigevises into two main breakdowns, KIS (kis) andd.es
Knowledge Intensive Services (I_kis), dependingurether knowledge is their main production factod a
the main good they offer. We further disaggregdtedformer breakdown by distinguishing between &dv
and Public KIS, according with the circumstance thay mostly work in the market or not (viz. thgbu
price or not). Private KIS have been identifiedsibyptracting from KIS “Public administration and ele$e”,
“Compulsory social security”, “Education and Hunmagalth” and “Social work activities”. Separatingeth
Public from the Private KIS in a country such adyltmatters, because of the still important shéneublic
employment on the total workforce and because tgrivand public-based activities follow differentaspl
rationales, which are driven respectively by prséieking and equity-seeking criteria.

Finally, regarding the kind of the regression modet opted for an OLS. The spatial character of the
analysis would have suggest to use a spatial-ecetnicnmodel, but the scale of the spatial unit élgsis
(municipality) and the relatively narrow area o¥eéstigation (the MCM) induced to think that sucmadel
(which includes spatial collinearity) is not fin fact, at that scale, the contiguity effect cdotdaffected and
ultimately distorted by the presence of buffer zofiguch as rural areas and natural parks) betwesen t
municipalities, whereas such a drawback occurs lesser extent inasmuch as the scale of investigati
lessens. Anyway, for doubt’s shake, the Moran Inoflegpatial autocorrelation was calculated andLAE
analysis was performed beside the OLS, the syothedults of which will also appear here below.

4.3 Outcomes

Before discussing the OLS outcomes, it is worthvigiag an overview of the ISMV general trends and
geography, from 2001 to 2011 After an improvemar2001 (98.8 compared to the 1991 base value 5 100)
the index, at the national level, increased, bengn®9.3 in 2011. The Lombardy, although remainimg i
2011 one of the less exposed lItalian regions tmsocnomic vulnerability (after Veneto and FriuleNezia
Giulia) and having shown a trend of ISMV similarttee national one, suffered however from one of the
highest increases of the index (from 96.8 to 9Bed)veen 2001 and 2011. Chart 1 shows the ISMV gdlue
the MCM, at the municipal scale, in 2001 and 20itereas Chart 2 illustrates the variations occurred
between the two dates. Three stylized facts arsa those charts:

a) the core city (Milan) has the highest values oheudbility both in 2001 and in 2011,

b) a general increase in the level of vulnerabilitgweed between 2001 and 2011 in almost all the
CMC municipalities;

c) this increase has been stronger in the municiealgurrounding the core city, as well as in a few
peripheral municipalities.

The hypothesis that social and material vulnertgbii correlated with urban centrality and, spesifiy,
with certain features of this centrality, like degnaphic and/or urban density, rent levels, innoeati
capacities, appears therefore to be realisticjtamidl be statistically tested here below.
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Table 1 — OLS dependent and independent variables

Name Code Type Description Source
Index of social and Unweighted and correct&darithmetic
material ISMV Multidimensional mean of the indicators listed in footno' Istat, 8milaCensus
vulnerability 27
Population density  pop_den Sociodemographic Ratio be_tvyeen resident population and Istat, 8milaCensus
the municipal area
Share of population Ratio between population aged 75 yei Istat, 8milaCensus
aged 75 years and  pop>75 Sociodemographic and over on the total resident
over population.
Share of foreign . . . Ratio between foreign and Italian Istat, 8milaCensus
- res_imm Sociodemographic X
residents residents
Share of low-skilled . . Ratio between low-skilled employees Istat, 8milaCensus
emp_low Sociodemographic
employees and total employees
Ratio between resident population
Share of commuters (student and worker) daily commuting Istat, 8milaCensus
by private means of priv_mob Spatial by private means of transport (auto and
transport motorcycle) and total resident
commuters
Average travelling time of students Our elaboration
Students’ average stu tol out Spatial commuting outwards their municipality from Istat, 14 and
commuting time - P of residence by public transport mean 15" Population and
(bus, metro and train). Housing Censuses
Average travelling time of workers Our elaboration
Workers’ average emp tol out Spatial commuting outwards their municipality from Istat, 14 and
commuting time P_tpL P of residence by public transport means 15" Population and
(bus, metro and train) Housing Censuses
Location quotient of the Private Our elaboration
Private Knowledge- o _ Knc_)wledge Intensive Services as frtgm Istat, 8 and
Intensive Services pri_kis Economic d_ef_ln_ed by Eurostat (NACE Rev. 2): 9 Ir!dustry and
divisions 50 to 51, 58 to 66, 69 to 75, service Census
78, 80, 90 to 93
Location quotient of the Public Istat, 8" and &'
Public Knowledge- ub kis Economic Knowledge Intensive Services as Industry and
Intensive Services PYP— defined by Eurostat (NACE Rev. 2):  service Census
divisions 84 to 88
Location quotient of the Less
Less Knowledge- _ _ Knowledge Intensive Service as Istat, 8" and &
Intensive Services |_kis Economic defined by Eurostat (NACE Rev. 2):  Industry and
divisions 45 to 47, 49, 52 to 53, 55 to service Census
56, 68, 77, 79, 81 to 82, 94 to 99
Our elaboration
Dwellings area per dwelag Urban Ratio between total dwelling area and from Istat, 14 and
inhabitant —Pop resident population 15" Population and
Housing Censuses
Our elaboration
Average weighted rent cost per squar frorlgOllnsEervatory
meter of the most common building on Real Estate
. . Market (OMI) —
Urban rent rent_sm Urban typology in the most widespread lian R
quality conditions over the urbanized WEHEW RGOS
area Agency. Second
semester 2002 and
2011
Share of centers and Share of urbanized areas on the Istat, 8milaCensus
cen_set Urban

settlements areas municipal area

31 In case of non-substitutability or partial subgtbility of the elementary indicators in a “noarspensating” index,
the compensative average effect is corrected bingdd the unweighted arithmetic mean of the noizeal indicators
a factor (penalty coefficient) that depends onvdugability of the normalized values of each uhibiizontal
variability).
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Chart 1 — Index of Social and Material Vulnerabyilin the Metropolitan City of Milan 2001, 2011, and
variations
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Legend
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. The following OLS model was therefore performedtbe 133 municipalities of the MCM using the
above illustrated normalized variables:

ISMV = pop_den + popr5 + emp_low + res_imm + priv_mob + stu_tpl_out me _tpl_out + dwe_pop
+ rent_sm + pub_kis + |_kis + pri_kis #

Tables 2 and 3 show the OLS results, regardingentisgely 2001 and 2011. As regards the overall
significance of the outcomes, the adjustedalues are 0.4574 and 0.6439 on the two year$ Fyif 110
values of respectively 9.559 and 19%6thus indicating that the OLS specifications haazeptable
explicative capacity, especially as concerns ¥0More in detail, considering the 2011, the moghgicant
results (at 99,9%) regard the relationships betw&tV and the presence of Private KIS, the shafes o
older people and low-skilled workers, along witle tthare of private mobility. Among these resultss i
worth noting the remarkable value (12.1200) ofébBmated coefficient linked with the location geat of
Private KIS, which confirms the hypothesis abow teading role of the knowledge-driven economy in
enhancing monopolistic rents and causing sociatlerability at the urban and metropolitan scales.the
same reason, and precisely because of the KE palgareffects on wages, we find a positive, although
weaker, relationship between ISMV and the locatjoatient of low-skilled workforce (estimated coef@int
= 2.3099, at a significance level of 99,9%).

With an estimated coefficient close to 2.95, tharslof population aged 75 years and over, aloniy thvé

above mentioned share of low-skilled workforce, e sociodemographic factors with the most imptrta
impact on vulnerability. In the MCM case, they am®re important than other factors that are usually

%2 The critical value oF 13 110is about 3.02 (p =.001).
% performing the LAG model, we obtain higher adjdstalues of% respective equal to .5541 and .7372 in 2001 and
2011, which means that the contiguity effect (gdatutocorrelation) explains about 10 percent nabréhe ISMV
variability than the OLS (a-spatial) model.
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considered by the literature on socioeconomic gggi@n, such as the share of foreign residents and
population density, both which, however, affect arrbvulnerability positively, although at a lower
significance level (respectively 99% and 95%). Tgusitive relationship between the average dwelling
surface per inhabitant and vulnerability suggeste@fold interpretation, which deserves howevetltfer
investigation: on the one hand, larger-sized apamta) especially in the core of a metropolitan aceald
relate to the presence of more affluent people lhit turn, enhances social polarization and segreg

on the other hand, regarding peripheral municislitit could reflect a pairing between vulnerapiind
availability of cheaper dwelling solutions.

Table 2 — OLS results — 2001

Cogffi-cientsy

Coef., Est. Std. Error t wvalue Pr (>|t]|)
(InEereapity) -0.79954 0.21562 ~=3.708 0.0003193 ¥k*
pop_den 0.35130 011188 3140 0.002132 %%
pop 2 75 -0.26377 0.67797 -0.389 0.697930
emp low 297070 0567593 84803 0.000227 5%
res_imm 4.06409 0.97874 4.152 6.22e~05 *&*
priv_mob 0.29794 0.21779 1../368; 0. 173879
stu tpl out 032507 0.16887 1.925 0.056620
emp tpl out -0.01603 0.17028 -0.094 0.925170
cen_set -0.03569 0.08982 -0.397 0.691785
dwe pop 0.21464 0.10479 2.048 0.042735 *
rent_sm -0.01469 0.13671 -0.107 0.914584
pub_kis 5.74531 1.85786 3.092 0.002474 *x*
1 kis 1228713 2.88500 4,259 B.1.38=0h Aok
pri_kis 3.88445 2.90340 1:338 0.183481

Signif, codes: 0 Y***r (3,001 ‘**’ 0.01 Y*' 0.05 *.7 0.1 * 1
Residual standard error: 0.0986% on 119 degrees of freedom

Multiple R-squared: 0.5108, Adjusted R-squared: 0.4574
F-stabistie: 9.559% on 13 and 119 DF, prvalue: 2.42e-13

Table 3 — OLS results — 2011

Coefficientss

Coef, Est. Std. Erffar € value Br (=|t])
(Intercept) -0.511058 0.236917 —=2.157 0.033007 *
pop_den 0.263588 0.128501 2.081 0.042437 *
pop 2 75 2.951479 0.678728 44349 Z.91e-05 HE¥
emp low 2.309819 0.638616 3.617 0.000439 *#**
res_imm 1.764242 0.625679 2.820 0.005632 **
priv_mocb 0.816192 0.269031 3.034 0.002966 **
stu tpl out 0.005769 0.200792 0.029 0.977127
emp tpl out -0.783620 0:210857 =3.716 0.0003008 ***
cen_set -0.060090 0.099634 -0.603 0.547585
dwe_pop 0.339550 0.134927 2,517 0.013183 *
rent sm -0.052332 0.121902 -0.42% 0.668484
pub_kis 3.355506 2.492337 1.346 0.180755
1 kis \ 1.374742 3:271348 0.420 0.675070
pri kis 12.120027 3.296215 3.677 0.000356 #H**x

Signif, codes: 0 ****r (0,001 ‘**’ 0,01 ‘*’ 0.05 .’ 0.1 ' 1
Residual standard error: 0.1078 on 119 degrees of freedom

Multiple R-squared: 0.679, Adjusted R-squared: 0.6439
F-statistic: 19.36 on 13 and 119 DF, p-value: < 2.2e-16
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Finally, the positive relationship between privatebility and vulnerability can be interpreted iraten
with the average commuting time of workers towadfifferent municipality from that of residence, o
on the contrary, is negatively related to vulndrgbiThe combination of these two relationshipdicates
that, unlike the U.S. where carless people are tikely to suffer from socioeconomic segregatiore(ro
et al. 2002, Grengs 2010; Florida 2017), the use ofapeivmeans of transport (basically cars) in the MCM
reflects the lack of an efficient and spatiallyaraded public transport system. This lack competpleeto
have recourse to private cars, with a negative anpa households’ economic conditions, especially f
lower social classes, which is eventually suppot®edhave a negative effect on vulnerability. This
interpretation is corroborated by the counterintaievidence that workers’ travelling time by pabiheans
of transport is negatively correlated with vulneligb If we suppose that commuters’ travelling 8mirrors
the distance they cover, it is possible to argaé titee higher the distances workers cover by meapsablic
transport, the lesser their opportunity cost arimhva all, the wider the range of job opportunitibey
benefit from, with positive effects on socio-econorulnerability.

The unexpected outcome is the statistical insigaifce of urban rent (rent_sm). Unexpected, beaafuse
both the theoretical premises, according to whith kind of rent has effects on socio-economic iradity
and previous empirical results (Compagnuetial, 2018), in proportion to which a strong positive
correlation is between the location quotient ofiti@st sophisticated knowledge-intensive servicelsusban
rent levels at the OMI zorElevel in the MCM. We argue that the discrepandstes to the complicatedness
of calculating the values of urban rent at the roaility scale, as the arithmetic mean of the Odhe
values. The wide range of building categories &edt juality conditions with reference to which tkedian
Revenue Agency provides such values, along withattle of information about their respective stoniake
it unavoidable to assume some simplifying hypothésehe formulation of the algorithm for calcuragithe
arithmetic mean.

Finally, when comparing the 2011 with the 2001 OieSults, four main evidences arise, signaling
important structural changes:

1. increasing significance and weight of the agingysation on urban vulnerability. Unlike the other
sociodemographic variables (population densityrestod low-skilled workforce and share of foreign
residents), this factor was not significant in 20@dereas it shows the highest correlation with
vulnerability in 2011. Remembering that the incidewnf households with only aged components is part
of ISVM, a-correlation is possible between ISVM atie share of the aged population in general.
However, whilst in 2001 the simple correlation wady .1176, to indicate substantial independence
between the two variables, it jumped to .5455 i112Qhus revealing a severe aggravation of elder
people’s segregation process;

2. public transports, unlike private cars, are supgose play an increasing role in  mitigating
socioeconomic segregation, given their insignifamwith respect to vulnerability in 2001, as oppbse
to their negative and significant correlation inl20Symmetrically, whereas mobility by private mgan
of transport was not significant in 2001, it affegositively and significantly ISMV in 2011. Third,
whilst in 2001 vulnerability was importantly andsitively associated with |_kis, in 2011 it is bagsig
Private KIS-driven, further corroborating our thetical approach;

3. the role of Public KIS has become insignificantimsn 2001 and 2011. It is thus possible arguing tha
an important shift in the socio-economic structoir¢he main Italian Metropolitan City has occuriad
the observed decade. From the one hand, the MCMtharsgthen its role as the most innovative and
knowledge-driven lItalian metropolitan area, capalecompete with the most advanced European
cities. From the other hand, precisely this prosessns to be the main responsible for the increfise
socioeconomic vulnerability, because of its aptttol trigger rents and subsequent polarizatiorcesffe
This dualism leaves broad scope for the applicaifqrublic policies;

% An OMI Zone is a continuous portion of the mupdliarea, where the local real estate market cahsidered
homogeneous (http://www.agenziaentrate.gov.it/wpgnt/nsilib/nsi/documentazione/omi). See alscAET2018).
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4. a process of increasing socio-spatial polarizaiioalso observabfe In actual fact, thMloran | of
ISMV'’s , though not being so much high, rose fr@h58 in 2001 to .4076 in 20¥1 Charts 2a and 2b
well render this trend, by showing that, first, @egital city and surrounding municipalities forhret
main cluster of High-High ISVM; second, the compattof this cluster has risen on time, in that its
initial internal situations of Low-High clusteringave disappeared from 2001 to 2011, third, a High-
High cluster is rising in the north-western boumnesiof the MCM, which might be joint to an external
cluster.

Chart 2 — ISMV clusters

a. 2001

a. 2011

5. Conclusions

The fact that cities are the transformers of sasas a well-established belief in social scienvékether
they succeed in doing so through rent — any kingeof — is a less professed belief, especiallyamstream
economics. Actually, admitting that rent lies at foundation othe city and is its typical mean of support

% The Municipality ofSan Colombano al Lanbmas not considered, because of its physical segmss from the rest
of the MCM.
% With p-valuesof respectively 6.199e-09 and 1.433e-13,
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would entails also admitting that the social anel plolitical dimensions play an important role witlhe

economic domain, since systematic rent seekingtipesgcaffect the social fabric as a whole. In fdog

raising concern for the increasing social inequadind polarization within advanced countries is ooty

due to its potential negative impact on the sotmemic system, or to social fairness, but alsadiffirstly)

to the (tacit) fear of possible traumatic sociall @olitical discontinuities. After all, Saint-Justivarning that
“les malheureux sont la puissance de la te(geioted in Arendt, 1990: 59) is not so much fathe past to
be disregarded with nonchalance.

On this background, there is broad consensus ialsmiences and among heterodox economists that th
KE is causing increasing inequality. The new pattdreconomic development, indeed, is a powerfiviedr
for rent seeking, thanks to ceaseless innovatitiis $ituation is somehow paradoxical, since innowat
although being supposed to address quasi-rentsysahem to turn into true rents when stemming from
restricted circles of high-skilled networks, whitdnd to become exclusive circles thanks to incngpand
evolving entry barriers.

The enquiry this work carried out on the main andsimadvanced ltalian metropolitan area — the
Metropolitan City of Milan — corroborated that idéaom 2001 to 2011, Private KIS took the placé @iv
KIS and Public KIS in driving the geography of gcial and material vulnerability. In this conneatitwo
crucial questions arise, both which go beyond wWuask aims. The first question relates to the natfréhe
causal link, if one, between KE’s development amct@asing socio-spatial inequality. Whereas it seem
amply reasonable sharing the widespread opinionkEss development entails a shrinkage in the nedd|
class jobs, while broadening the wage gap betwagmdkilled and low-skilled workers, a lateral asubtler
issue is worth being investigated, which regards rihle of the city, intended as a socio-spatialtgnt
endowed with certain specific factors, in geneatin widening inequalities. Here, reference isentally,
to the milieu effect, which enhances people’s iveaattitudes and entrepreneurs’ innovative intlores
(Rémy, 2000; Cusinato, 2007a, 2016b), thus stremgtly the above effects of KE's development, anttior
the more basic circumstance that, being the ciybilygest repository of rents, it attracts peoisle honey
for bees, either people who will actively to engalgemselves in making rent (the aspiring uppersglas
people who simply hope more or less passively joyesome byproduct or waste from the existing rent
flows (the lowest class), as it happens at an argastale in less-developed countries (and it adgipéned
in the nowadays advanced countries before indliz&ien).

The second question regards the possible trenilie @fcreasing levels of inequality triggered by KE.
Are they destined to be a lasting phenomenon amype to exacerbate in the future, or to be rederse
thanks to the enlargement of the economic baseati®¥ improvement of the general economic conastio
made possible by the development of the KE its€li¢ answer depends on the future working of rent
seeking mechanisms in the KE along with the lomgiteffects they will have on the labor market. Aghe
first aspect, in case such mechanisms are sefiereing, social inequalities are doomed to riserduae.
Being impossible (and inconceivable) to hamper vation propensities, a possible way to control ¢hos
mechanisms is handling KE's geography through uréagh regional policies and according to a spatial
equity criterion. Since KIS show to have very higlopensity towards central places, a more equitable
geography can be pursued by widening the city eHeaund the core city, by planning more effectavel
distributed infrastructures for mobility and trangpservices (especially public transport servicsleast
with reference to the examined case study), aloig the improvement of urban quality in the periggie
settlements: in a few words, by achieving a trued@ion of metropolitan city, where specializatiather
than hierarchy between its parts is the true canmeeprinciple.

The most advanced European cities in the knowleliiyen economy have been moving in that direction
since the 1990s, by implementing different procesdestrategic governance on the metropolitan s¢sle
allocating economic and financial resources aintectldalancing territorial inequalities, thus affing the
role of governmental institutions as important agexf economic development and social regulationth@
contrary, in the MCM, during the same period — whie changes induced by the post-industrial treomsit
were already evident with regard to the economgelend the population structure of the city at kibth
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municipal and the metropolitan levels — the rulgliges and public institutions favored a processafket-
driven social and spatial transformation. In acfaat, the neo-liberal impulses have intensifietthea than
mitigated, undercapitalization in the MCM, with tbensequent increase of socio-spatial inequalitésat
appears to be no longer delayable is therefore jarncdiange in public policies, aimed at devising an
alternative to a consolidated spatially selectiwditipal strategy, and facing the tensions causgdhe
dynamics of the KE.

As regards the labor market, the literature is atnumanimous in acknowledging that wage polarimatio
will widen progressively in the KE, because of botle shrinkage of the middle job classes and faster
turnover in material production jobs, due to theréasing competition between enterprises. In these
circumstance, it seems that the public sector ¢ay g buffer role, without forgetting, however, tblel but
still relevant Baumol’'s (1967) caveat about theridetntal effects of such a policy on the overall
productivity trend¥. What appears to be more difficult to cope witHessening the share of low-skilled
workers, which proves to be importantly correlat@ith social and material vulnerability: not so much
because of the technical impracticality of upgrgdipdating their competences and skills, but bex#us
KE also needs low-skilled workers (beyond highiskilworkers), be they manual (like personal sesjioe
cognitive (like routine data processing) to frebdatime (and minds) to the high-skilled and creati
workers.

Finally, with reference to the demographic and aoactors (in our case, the share of elder and
immigrated population), effective policies are awvéilable, especially at the local scale, to dthair effects
on vulnerability. Practicable interventions are tregeneration and relaunch of social housing, the
strengthening of the social services and infrastines, the mitigation of personal and social dsstriarough
public help and, what now appears to be more piagjidostering social innovation through the same
people concerned, maybe by having recourse to thel TSector (Bureau of European Policy Advisers,
2011).

Given the statistical significance and substantiElevance of the above results, further work is
recommended on this topic. Refining the spatialesby adopting a smaller spatial unit of analysiant
municipality appears to be the first suitable mawat, only for getting a more detailed geographygafio-
spatial inequality and polarization, but for applyithe spatial econometric analysis appropriatéhe
Census area, as defined by ISTAGr the OMI zone¥ appear to be the suitable candidates (in Iltaly)His
purpose. Widening the investigation area from th@M/(which is an administrative spatial entity) toet
Metropolitan Area of Milan (which is a socio-ecoriorspatial entity) by at least incuding the prownaf
Monza-Brianza, will also likely improve the sigmifince of this kind of investigatih Another aspects that
deserves more attention in future work, is inclgdother variables into the spatial-econometric ysis)
especially to control the role of the 2008 crisis.
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