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Abstract: 

This paper provides a critical socio-economic evaluation of the contemporary housing crisis in Southern Europe, focusing on 

the urban ecosystem of Portugal. Over the past decade, metropolitan areas such as Lisbon and Porto have undergone rapid 

restructuring driven by global real estate financialization, transnational capital inflows, and tourism-led gentrification. 

Grounded in urban sociology and political economy, this study examines how state-led incentive programs—specifically the 
Golden Visa regime, the Non-Habitual Resident (NHR) tax framework, and short-term rental deregulations—transformed 

housing from a fundamental social right into an asset class for global investment. Utilizing an institutional and legislative 

analysis, the paper evaluates the socio-spatial impacts of these policies on urban inequality, residential displacement, and 

generational immobility. It further assesses the efficacy of recent legislative interventions, notably the Mais Habitação (More 

Housing) policy package. The study concludes by proposing an integrated public housing framework aimed at restoring 

residential stability and constitutional housing guarantees. 
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1. Introduction 
The global financial crisis of 2008 and the subsequent sovereign debt crises in Southern Europe fundamentally reshaped the 

political economy of urban land and housing. In Portugal, the economic adjustment programs implemented under the auspices 

of international financial institutions necessitated structural reforms aimed at generating foreign liquidity and stimulating 

economic growth. A primary catalyst for economic recovery became the aggressive promotion of the real estate sector and 

international tourism. While these strategies successfully attracted foreign direct investment and rehabilitated deteriorating 

historic city centers, they simultaneously generated severe structural distortions within local housing markets. 

Urban sociology posits that housing serves a dual role: it is both a foundational social requirement for human wellbeing and a 

primary vehicle for capital accumulation. When state policy privileges the exchange value of property over its use value, 

housing becomes financialized—integrated into global networks of speculative capital, institutional investment funds, and 

transnational wealth management. In metropolitan Lisbon and Porto, this transformation has manifested as severe housing 

unaffordability, widespread residential displacement, and the erosion of urban social cohesion. 

This study investigates the sociopolitical and economic dynamics driving the housing crisis in Portugal. It addresses a central 
research question: How have state-driven market incentives interacted with global capital flows to alter urban housing access 

in Southern Europe, and to what extent can recent regulatory reforms mitigate residential precarity? By examining the 

legislative evolution of Portuguese housing policy, this paper articulates the necessity of a rights-based framework for urban 

sustainability. 

2. Theoretical Foundations: Financialization and the Production of Urban Space 

Understanding the contemporary housing crisis requires an engagement with critical urban theory and spatial sociology. Central 

to this inquiry is David Harvey’s theory of the "spatial fix," which posits that when capital faces overaccumulation crises in 
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primary production circuits, it shifts into the secondary circuit of built environments and real estate infrastructure. Under 

neoliberal governance, land and residential housing are increasingly decoupled from local wage structures and reconfigured as 

speculative financial instruments. 

Complementing Harvey's framework is Manuel Castells’ analysis of collective consumption and the urban question. Castells 

emphasizes that the modern state plays a decisive role in providing essential social infrastructure—such as housing, public 

transit, and education—necessary to reproduce the labor force. When the state abdicates its role as a provider of public goods 
and privatizes social housing assets, the burden of market volatility falls directly upon individual households. 

In Southern Europe, housing regimes were historically characterized by high rates of homeownership, strong familial support 

networks, and minimal public housing stock—a structural configuration described by sociologists as the "familistic" housing 

model. The rapid introduction of financialized investment mechanisms into this traditional system created profound social 

dislocations. Residential units, once passed across generations as family security, were systematically converted into high-yield 

assets, pricing middle- and low-income local residents out of urban centers. 

3. Legislative Instruments of Market Liberalization in Portugal 

The transformation of Portugal’s urban landscape was facilitated by a series of targeted legislative and policy interventions 

enacted after 2011. These policy instruments were explicitly designed to attract high-net-worth foreign individuals and global 

investment funds. 

3.1. The Golden Visa Regime (ARI) 

Introduced in 2012, the Authorization of Residency for Investment (Autorização de Residência para Atividade de Investimento 
- ARI) granted residency rights—and eventual European Union citizenship—to non-EU nationals who purchased real estate 

above specific monetary thresholds (typically €500,000, or €350,000 for urban rehabilitation properties). The vast majority of 

Golden Visa capital flowed directly into residential real estate in Lisbon, Cascais, and the Algarve, driving up land values and 

creating a luxury development boom disconnected from local earnings. 

3.2. The Non-Habitual Resident (NHR) Tax Regime 

Enacted in 2009 and expanded in subsequent years, the NHR tax status offered foreign retirees, digital nomads, and high-value 

professionals significant tax concessions on foreign-sourced income and flat tax rates on domestic professional income. This 

regime incentivized thousands of affluent foreign residents to relocate to urban centers in Portugal, further intensifying demand 

pressure on the upper tiers of the rental and purchase markets. 

3.3. Lease Law Reforms and Short-Term Rental Deregulation 

In 2012, the revision of the Urban Lease Law (Novo Regime do Arrendamento Urbano - NRAU) destabilized long-term tenancy 
protections by easing rent controls and streamlining eviction procedures for building renovations. Concurrently, the 

deregulation of short-term tourist accommodation (Alojamento Local - AL) allowed property owners to convert traditional 

residential apartments into tourist rentals. In central Lisbon neighborhoods such as Santa Maria Maior and Misericórdia, short-

term rentals came to account for a substantial percentage of total housing stock, displacing thousands of long-term residents. 

4. Socio-Spatial Impacts: Inequality, Displacement, and Precarity 

The socio-spatial consequences of housing financialization in Portugal have been profound, affecting urban demographics, 

family structures, and socio-economic equality. 

4.1. The Disconnect Between Property Prices and Local Wages 

Between 2015 and 2023, residential property prices in Portugal increased at rates significantly exceeding wage growth. While 

national median salaries remained modest relative to Western European standards, real estate purchase and rental costs in 

Lisbon rivaled major European capitals. This mismatch created a severe affordability gap, particularly for young adults, single-
parent families, and low-wage service sector workers. 

4.2. Spatial Segregation and Peripheralization 

The rapid gentrification of core urban areas forced traditional communities to migrate to peripheral suburban municipalities 

across the Lisbon Metropolitan Area (such as Amadora, Sintra, and Setúbal). This forced displacement generated new patterns 

of socio-spatial segregation, lengthening daily commute times, straining transportation infrastructure, and isolating vulnerable 

populations from urban economic opportunities and social services. 

4.3. Generational Immobility and Social Precarity 

Housing precarity has emerged as a primary driver of demographic stagnation and brain drain in Portugal. Unable to secure 

stable, affordable housing, young professionals face delayed independence, lower fertility rates, and increased incentives to 

emigrate. The psychological and social strain of precarious tenancy contracts has eroded the traditional familial safety net 

without an adequate public housing alternative to take its place. 

5. Comparative Southern European Context 
Portugal’s housing trajectory reflects broader structural trends across Southern Europe, where Mediterranean welfare states 

confronted similar financialization pressures post-2008. 

5.1. Spain 

Following the collapse of its massive construction boom in 2008, Spain experienced widespread mortgage foreclosures, leading 

to the formation of grassroots housing movements such as the Plataforma de Afectados por la Hipoteca (PAH). Spanish cities 

like Barcelona subsequently pioneered local regulatory frameworks to restrict short-term tourist rentals and mandate 

inclusionary zoning rules for new residential developments. 
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5.2. Greece 

Greece implemented a Golden Visa program similar to Portugal's to stimulate foreign investment during its prolonged debt 

crisis. Coupled with the rapid growth of short-term rentals in Athens, this influx of capital drove up rents in historically working-

class districts, leading to legislative interventions designed to curb foreign real estate acquisitions in overconcentrated zones. 

5.3. Italy 

Italian metropolitan areas such as Milan and Florence encountered severe housing market polarization, driven by corporate real 
estate acquisitions and tourist accommodation demand. Italy’s public response has been fragmented, relying heavily on 

municipal-level zoning controls rather than comprehensive national legislative reforms. 

6. Policy Evaluation: The Mais Habitação Package and Public Interventions 

In response to mounting public protest and social pressure, the Portuguese government introduced the Mais Habitação (More 

Housing) legislative package in 2023. This legislation represented a significant policy shift toward active state intervention in 

the housing market. 

6.1. Key Provisions of the Legislation 

● Termination of Real Estate Golden Visas: Ending residency permits tied strictly to real estate acquisitions to curtail 

speculative foreign capital inflows. 

● Restrictions on Short-Term Rentals: Suspending new Alojamento Local licenses in high-density urban zones and 

introducing extraordinary tax levies on existing units. 

● Rent Control Mechanisms: Capping allowable annual rent increases on new leases for properties previously on the 

market. 

● Incentives for Long-Term Rentals: Providing tax exemptions for landlords who convert short-term tourist 

accommodations into long-term residential leases. 

● Mobilization of Vacant Properties: Enabling state agencies to lease long-term vacant private properties for sub-leasing 

to eligible middle-income households. 

6.2. Critical Sociological and Economic Assessment 

While Mais Habitação represents an explicit recognition of housing as a social priority, structural limitations persist. Market 

actors and investor groups argue that rent caps and mandatory leasing provisions generate regulatory uncertainty, potentially 

discouraging private development. Conversely, housing advocacy groups contend that the measures do not go far enough in 

expanding public housing stock or reversing historical displacement. 

Public housing in Portugal accounts for less than 3% of total residential stock—well below the European Union average of 

approximately 9%. Without direct, large-scale public investment in municipal housing construction and land banking, 

regulatory interventions alone remain limited in their ability to resolve the underlying structural deficit. 

7. Toward a Rights-Based Urban Housing Framework 

To achieve sustainable urban ecosystems and protect constitutional housing guarantees (articulated under Article 65 of the 

Constituição da República Portuguesa), policy responses must shift from reactive market regulation to a structural rights-based 
model. 

7.1. Expansion of Non-Market Public Housing Stock 

The state must utilize European recovery funds (such as the Recovery and Resilience Plan - PRR) to permanently expand 

public, cooperative, and municipal housing stock. Creating a substantial segment of non-market housing is essential to anchor 

overall market affordability. 

7.2. Integration of Spatial and Social Planning 

Urban development plans must mandate inclusionary zoning, requiring developers to reserve a fixed percentage of new 

residential projects for affordable and social housing. Metropolitan planning authorities must coordinate transportation 

networks with housing development to prevent peripheral segregation. 

7.3. Strengthening Tenancy Security 

Legislative frameworks should prioritize long-term lease stability, establishing default contract durations that protect tenants 

from arbitrary non-renewals and sudden rent spikes, thereby fostering community cohesion and neighborhood continuity. 

8. Conclusion 

The contemporary housing crisis in Portugal illustrates the fundamental tension between global capital accumulation and local 

social rights. The rapid financialization of housing, fueled by targeted state incentives and tourism growth, delivered 

macroeconomic liquidity at the expense of residential stability and social equity. 

While recent legislative interventions like Mais Habitação signal a shift toward market regulation, resolving the housing crisis 

requires sustained structural commitment. Protecting the social function of urban land, expanding public housing infrastructure, 

and enforcing constitutional rights are essential steps toward building equitable, resilient cities in Portugal and Southern Europe. 
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