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ABSTRACT

This Case-in-Point explores Stockholm’s rental and affordable housing policies and strategies. 
In the last century, Sweden has been challenged with housing shortages and affordability. 
To respond to this, Sweden launched the Million Houses Policy. The goal of the policy was to 
build large quantities of universally available public housing units throughout the country. 

Despite the efforts undertaken by Sweden’s administration to provide affordable dwellings, 
the housing shortage in the country continues. This has consequently lead to numerous 
social and economic challenges within their large urban centres. To improve upon these 
challenges, Sweden has recently reinvested in its public housing stock and established 
new government initiatives to emphasize community building and good urban and         
architectural design.
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INTRODUCTION
1.0 

City populations around the world are forecasted to dramatically 
increase within the next century. In most European cities, 
by 2045, an increase of 18.8 million inhabitants is expected 
(Eurostat, 2017). In Canada, by 2068, an increase of 33.1 million 
inhabitants is expected (Statistics Canada, 2015). These shifts 
in population, for many cities around the world, especially 

Figure 1  |  Aerial view of Stockholm, Sweden Figure 2  |  A busy street in Stockholm, Sweden

the megacities like New York and Barcelona, have prompted 
housing crises. While many see housing supply as a condition 
of market forces, planners, developers, and city officials envision 
cities playing a more proactive role in developing strategies to 
support housing access and affordability.

Many municipalities are developing proactive strategies to 
accommodate people of various incomes and circumstances. 
These strategies might include significant regulatory and 
policy changes, increasing government subsidies and incentive 
packages for development, and providing public land for 
affordable housing. In Europe, cities have established price 
control and affordable housing policies to protect against 
the increasing housing prices caused by the growing market 

It appears the housing shortage is primarily 
evident in [Sweden’s] metropolitan cities, 
particularly in their nation’s capital, Stockholm.

demands linked to population growth, the commodification of 
housing, and the presence of companies like Airbnb (Wetzstein, 
2017). Maintaining the affordability of housing helps provide 
housing for medium to lower-income and at-risk demographic 
groups.

This Case-in-Point explores Sweden’s long-lasting rental 
and affordable housing policies and strategies. Over the last 
century, Sweden has been actively trying to address its housing 
shortages and challenges throughout the country. Today, many 
believe the country is dealing with a significant housing crisis 
within the majority of its municipalities (Baeten et al., 2017)
(Danell & Olausson, 2016)(Hananel et al., 2018)(Nylander, 2014). 
Of the various municipalities, it appears the housing shortage is 
primarily evident in the metropolitan cities, particularly in their 
nation’s capital, Stockholm (Danell & Olausson, 2016).

As Canadian cities are expected to see large demographic shifts 
over the next few decades, a review of best practices for public 
housing might help inform our future public housing policies 
and strategies. What lessons can Canadian cities learn from 
Stockholm’s public housing and rent control strategies? This 
Case-in-Point looks to answer four questions: 1) to what extent 



3 Case-in-Point 2020

has Sweden’s public housing and rent control system been a 
success in meeting their needs or housing goals; 2) what are 
the possible strengths of their public housing and rent control 
system; 3) what are the foreseen and unforeseen conflicts that 
arose amid as well as after the implementation of the public 
housing and rent control strategies; and 4) what are the current 
housing strategies proposed to improve the current housing 
challenges in Stockholm?

Figure 3  |  Location of Sweden in relation to European Union (2018)

The Kingdom of Sweden and its capital Stockholm 

The Kingdom of Sweden is located in northern Europe. 
Throughout Europe, Sweden is viewed as the model of a 
democratic welfare state. Concerning its size, Sweden is the 
thirteenth largest country in the European Union with 10.34 
million inhabitants (“Statistics Sweden,” 2020). Of their entire 
population, nearly 85 percent of their inhabitants live in urban 
areas, most notably within their capital, Stockholm. Stockholm 
is by far Sweden’s largest city, with 2.35 million people in the 
greater metropolitan area, and just under a million inhabitants 
(974,073) within the city limits (“Statistics Sweden,” 2020). The 
city is built upon numerous islands as well as the parts of the 
mainland along the Baltic Sea, opposite the Gulf of Finland. 

History of Million Houses Policy 

In the mid 20th century, Sweden experienced a significant 
housing crisis, one of the worst in its recorded history (Danell 

During this period of economic uncertainty, 
the inhabitants of Stockholm were faced with 
housing shortages and financial instability 
leaving many to either choose between public 
housing or continue searching the market. 

& Olausson, 2016). To address their housing shortages, they 
launched the Million Houses Policy. The goal of the policy was to 
build a million new high-quality public housing units throughout 
the country between 1965-1974 (Söderholm & Wihlborg, 2016). It 
successfully produced approximately 1,006,000 new dwelling 
units; however, the Million Houses Policy also created an 
oversupply of public housing, especially in the rural districts 
away from the metropolitan centres (Hananel et al., 2018). Of the 
million new housing units, many apartments were (and continue 
to be) in the most attractive areas of the main cities (Hananel et 
al., 2018). Once completed by the government, these units were 

offered to the public at an affordable rental price. Every citizen 
was entitled to public housing, it was a universalistic form of 
housing provision, one that avoided targeting the lower-income 
demographic (Baeten et al., 2017).

In the 1990s, the country experienced a severe debt crisis, 
causing an abrupt halt to the public housing construction. 
Faced with an economic crisis, Sweden continued with its 
rental policies and regulations for its public housing (Terner 
Center for Housing Innovation, 2017). During this period of 
economic uncertainty, the inhabitants of Stockholm were faced 
with housing shortages and financial instability leaving many 
to either choose between public housing or continue searching 
the market. Those who settled for the public housing were 

Figure 4  |  Example of public housing from the Million House Policy
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forced to join the government’s extensive waiting list for public 
housing, one which continues today. 

The current housing challenges in Sweden 

Despite the efforts undertaken by Sweden’s administration 
to provide affordable dwellings, the housing shortage in the 
country has continued to the present day. According to the 
Swedish National Board of Housing, Building and Planning, the 
current housing crisis in Sweden is the worst in the country’s 
history (Danell & Olausson, 2016). The housing shortage is 
primarily evident in large metropolitan areas such as Stockholm. 
With Stockholm attracting many migrants around the world, 
housing demands, tenures, and prices have remained high. 
With the decreasing availability and affordability of Stockholm’s 
housing market, the public housing offered to Swedish citizens 
has remained a popular option for the city’s residents (Danell & 
Olausson, 2016). Paradoxically, the policy that looked to provide 

housing for all and control the housing prices in high demand 
areas created advantages for higher-income inhabitants 
because even those who could afford to buy or rent in the 
private market could receive a less expensive public housing 
unit (Hananel et al., 2018).

Over the years, Sweden has maintained its rental policies, 
regulations, and control of its public housing throughout 
the country. Their housing system and strategies continue to 
remain committed to cheap high-quality housing through 
subsidized construction, strong tenant protections, high formal 
demands on quality standards and collectively negotiated rent 
levels (Baeten et al., 2017). Within Stockholm, the regulations 
and housing policies instilled by the former welfare state have 
collided with the city’s ever-increasing neoliberal doctrines and 
market intrusion (Baeten et al., 2017). 

In recent years, Stockholm has become increasingly reliant 
upon the private housing sector to address their housing needs. 
Unfortunately, as a result of the city’s lofty property values, in an 
attempt to remain profitable, the majority of the new housing 
developments have consisted of expensive upscale housing 
units, especially in the core of the city (Baeten et al., 2017). After 
this recent building boom, many properties now stand empty as 
the majority of the locals are unable to afford them. The developers 
who looked to profit from the high housing prices are now being 
forced to offer deep discounts and other incentives to sell and 
recover some of their capital investments (Johnson, 2019). These 
unfavourable market conditions in Stockholm have significantly 
limited the construction of affordable public housing units within 
the city. The once-successful housing strategy is now described 
as a monstrous hybrid, one that works against the interests of 

Figure 5  |  Diagram of housing production and housing need based on the increase in population, for the period 2007 to 2013

HOUSING CRISIS
3.0 

The once-successful housing strategy is now 
described as a monstrous hybrid, one that works 
against the interests of the middle and lower-
income inhabitants.
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the middle and lower-income inhabitants (Baeten et al., 2017). 
With the majority of Stockholm’s residents unable to afford the 
housing in the city, many of their citizens regardless of their 
income and circumstance are turning towards the country’s 
public housing program. This has consequently led to absurdly 
long waiting lists for the housing units (Baeten et al., 2017). The 
lack of affordable housing developments throughout Stockholm 
has naturally lead to numerous unforeseen social and economic 
challenges for the municipal and federal governments. 

Figure 6  |  Price level indices for construction in Sweden in 2013.

Figure 7  |  Riots inside Sweden’s immigrant neighbourhoods. 

Social challenges caused by the housing crisis

For the social challenges, the housing crisis and the prolonged 
wait-time for affordable housing in Stockholm (approximately 
5–30 years) is forcing locals into alternative coping strategies 
like moving to less attractive neighbourhoods on the extremities 
of the city (Hananel et al., 2018), sharing communal units (Baeten 
et al., 2017), and not leaving their parental home (Nylander, 2014). 
The housing crisis has also established a black market in which 
people illegally buy rental contracts directly from tenants at 
inflated prices (Hananel et al., 2018). The government is now 
actively trying to stop the growth of the black market housing 
in an attempt to maintain the control, safety, and integrity of its 
public housing program.

The current housing situation has become even more difficult 
for non-locals. Migrants of various demographic backgrounds 
and income levels are currently having challenges finding 
permanent accommodations. For the new migrants that 
cannot afford the market houses in Stockholm, they typically 
have been forced towards the less-privileged and undesirable 
neighbourhoods on the extremities of the city, often far 
away from their employment (Baeten et al., 2017). These 

neighbourhoods are increasingly becoming described by the 
locals as ghettos or blighted areas with significant crime and 
violence issues. Unfortunately, the growing ethnic and racial 
demographics in these challenged neighbourhoods have 
promoted racial and ethnic discrimination within Stockholm 
(Ahmed, 2014). Over the last decade, the residents within these 
rural ethnic neighbourhoods have started to riot in protest of the 
current housing challenges and living conditions (Ahmed, 2014). 

Economic challenges caused by the housing crisis

As for the unforeseen economic challenges, mortgage lending 
throughout Sweden has increased. Due to the housing shortage, 
the unaffordable rental market, and low monthly interest rates, 
a large portion of the country’s inhabitants are choosing to buy 
instead of rent (Terner Center for Housing Innovation, 2017). The 
cost of the housing units in many of the larger urban centres 
has lead to extended, sometimes life-long mortgages. Today, 
it is estimated that mortgage lending now accounts for three-
quarters of all lending in Sweden at $450 billion — close to the 
country’s annual GDP (Swedish Mortgages Market, 2019). Some 
fear that the large quantity of mortgage lending has highly 
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exposed Sweden’s banks to the real estate market. Stefan Ingves, 
the chief of Sweden’s central bank believes the real-estate and 
housing economy is the single biggest risk that exists in their 
economic system, it’s a system that “relies on nothing going 
wrong, ever, anywhere” (Johnson qt. Stefan Ingves, 2019). If the 
economy falls, housing demand drops, unemployment rises, 
interest rates rise and people have problems paying their debts, 
their entire economy could potentially collapse.

Many large tech companies like Spotify who are based in 
Stockholm are now also threatening to leave the country if the 
housing crisis does not improve. The companies are becoming 
frustrated at their inability to attract foreign talent due to the 
current housing challenges in many of the large urban centres 
(Milne, 2016). If the companies decide to leave the country, their 
absence would likely shock Sweden’s overall economy.

Stefan Ingves, the chief of Sweden’s central bank 
believes the real-estate and housing economy 
is the single biggest risk that exists in their 
economic system, it’s a system that “relies on 
nothing going wrong, ever, anywhere.” 

ADDRESSING THE 
HOUSING 
CHALLENGES

4.0 

Strategies used to mitigate the housing crisis

Over the past decade, Sweden has attempted to address its 
nationwide housing crisis. In 2011, a change in the legislation 
forced municipal housing companies to act on market-like terms 
in an attempt to create greater tenant turnover and movement in 
their public housing program (Danell & Olausson, 2016). The law 
also allowed the municipal housing companies to collect extra 
revenue to maintain and renovate their ageing housing stock 
(Danell & Olausson, 2016). 

In 2016, the government heavily invested 11.1 billion SKR 
investment in their “million apartments” housing stock. The 
investment helped fund construction and renovations for their 
public housing program (Hananel et al., 2018). Also in the same 

Figure 8  |  Model of Stockholm’s enduring architecture and design style

year, The Swedish National Board of Housing, Building and 
Planning reestablished their cooperative building program 
(Boverket, 2020). The cooperative Building Communities 
program looks to lower housing costs, enhance social stability, 
and facilitates construction with the municipality. It is a smart 
way to build low-cost, high-quality housing at the same time 
cutting costs in construction (Nylander, 2014). The cooperative 
building program is more affordable because it is not profit-
driven like the private developers. Unfortunately, the program 
has been impeded by long municipal processing times, building 
permits, bank loans and land acquisition (Nylander, 2014).  

Finally, in 2018, Sweden adopted a new, comprehensive policy 
for what is known as designed living environments. Simply put, 
the government has heavily invested in quality architecture and 
urban design (Boverket, 2019). Through this policy, Sweden looks 
towards innovative design and architecture to develop solutions 
for their housing crisis as well as create better conditions for 
their living environments. To do so, the Swedish government 
established a new national architect position to inspire and 
overlook the future development of the country (Boverket, 
2019). The Swedish government has also entrusted their The 
National Board of Housing, Building and Planning to coordinate 
the policies, monitor developments, improve competencies and 
providing guidance to government agencies, county councils 
and municipalities (Boverket, 2019).
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businesses from their country and it has highly exposed 
the banks to the real estate market as mortgage lending 
now exceeds the country’s annual GDP. 

4.	 Recently, Sweden has established various housing 
strategies in an attempt to address and improve upon their 
housing challenges. First, Sweden has invested 11.1 billion 
SKR and modified its public housing policies to add and 
improve upon its current housing stock. Second, they have 
heavily invested in good architecture and design. Finally, 
they have reestablished their cooperative building program 
to lower housing costs, enhance social stability, and 
facilitates construction with the municipality. It remains 
highly unlikely these are the only affordable housing 
strategies being used throughout Sweden as some 
municipalities may have developed their own strategies to 
address their unique housing contexts. 

Although still unproven in Sweden, the political investment 
in architecture and design along with cooperative building 
programs may serve as potential ideas and precedents Canadian 
cities could use to improve through their public housing stock. 
Even though it is unlikely Canada will experience similar housing 
challenges as Sweden, their housing crisis may provide insight 
into the potential social and economic challenges that may 
occur if Canada experienced a nationwide housing crisis. Today, 
it is uncertain how Sweden’s housing crisis will unfold in the 
following decade. Hopefully, the economic challenges caused 
by the COVID-19 pandemic will not cause their entire economic 
system to completely destabilize to a point of total failure. 

DISCUSSION AND 
CONCLUSION

5.0 

Answering the Research Questions

What lessons can Canadian cities learn from Stockholm’s public 
housing and rent control strategies? 

1.	 In the 1960s, Sweden had successfully addressed their 
housing needs through the Million Houses Policy. As a 
result of the policy, the government quickly built over 1 
million public homes with ten years. The social-welfare 
government also decided these public houses would be 
universally available to the public rather than targeting 
the underprivileged. Today, Sweden has not changed the 
general foundation of their public housing policies.  

2.	 Sweden’s continual large-scale investment in public 
housing remains the biggest strength as well as the 
biggest weakness in its public housing program. As a 
strength, the large quantity of public housing stock has 
given the government greater control of the affordable 
housing throughout the country. Within the highly 
competitive metropolitan housing markets like Stockholm, 
the dispersed and high-quality public housing has also 
effectively addressed housing needs while maintaining a 
certain degree of housing affordability in the urban centres.

3.	 Without an effective system of tenant prioritization, 
Sweden’s universal housing system has adversely 
impacted the underprivileged. Within an inflated real estate 
market, a Liberal housing system is unlikely to naturally 
produce affordable housing through the market. Instead, 
to maintain housing affordability, the government must be 
responsible for the construction of public housing, either 
through direct funding and development or through market 
subsidies and incentives to entice developers to construct 
affordable housing. Otherwise, for Sweden’s housing crisis 
created by their hybrid social-welfare and neo-liberal 
housing system, it has forced locals into alternative coping 
strategies like moving to less attractive neighbourhoods 
on the extremities of the city, sharing communal units, 
and not leaving their parental home. The hybrid housing 
system has also cultivated black markets and segregated 
underprivileged neighbourhoods. Economically, the 
challenges created by their housing system have deterred 
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