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1. Introduction 
 
1.1 The aim of this paper is to provide an overview of the private rented sector in 

Sweden.  It includes a commentary on data and information on the trends in 
the private rented sector.  This is followed by a review of the policy framework 
for the sector, including the relationship with social housing.  This is 
particularly significant in Sweden, which operates a unitary rather than 
dualistic rental system (see Kemeny, 1995).  The concluding sections centre 
on the implications of a unitary rental market as well as the relevance of 
Sweden for stage three of the project.  

 
1.2 The evidence is drawn from published secondary sources. 
 
2. Data and information 
 
2.1 The following table provides data on the private rented sector in Sweden 

since 1945. 
 
Table 1: Key Characteristics on the Private Rented Sector in Sweden 
 

Year Percentage of Housing Stock 
1945 52% 
1960 43% 
1970 30% 
1980 21% 
1990 20% 
2000 24% 
2005 23% 

 
Source: Hufner & Lundsgaard (2007), p13 
 
2.2 Points to note: 

 There is limited up-to-date readily available information on the private 
rented sector in Sweden. 

 There is no readily available data on construction for the private rented 
sector. 

 
2.3 The major features of the sector are: 
 

 A revival of the private rented sector over the last two decades after a 
period of long term decline.  According to Hufner and Lundsgaard (2007), 
one of the reasons for this has been the rise in house prices in the owner-
occupied sector making it less affordable for first time buyers.  An 
additional factor may be the relatively greater flexibility in rent setting. 

 
 The stock in the private rented sector is relatively old – over 50 per cent 

was built before 1950 compared to nearly 15 per cent for the social rented 
sector.  In relation to property size, there are a higher proportion of 
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properties comprising one room and five or more rooms in the private 
rented sector compared to the social rented sector (Turner & Berger, 
1998). 

 
 Compared to the social rented sector, the private rented sector provides 

accommodation for a higher proportion of single people and older 
households and a lower proportion of vulnerable and low income 
households (Turner & Berger, 1998). 

 
3. Policy issues 
 
3.1 The review of the secondary literature on the private rented sector in Sweden 

highlights that the major area of discussion is rent regulation and rent setting 
(see, for instance, Hufner & Lundsgaard, 2007, and Lind, 2003).  According to 
the latter, the Swedish system is characterised by strong regulation1.  Private 
sector rents are essentially tied to those in the social rented system i.e. a 
private landlord is not entitled to charge a significantly higher rent than a 
municipal housing company2 for a similar property.  A private landlord can 
charge a lower rent and there is evidence that this has happened in low 
demand areas where there is a surplus of accommodation.  However, a 
private landlord can generally set rents at only 5 per cent more than an 
equivalent property owned by a municipal housing company. 

 
3.2 Kemeny (1995) has referred to this system as a unitary rather than a dualistic 

rental market i.e. there is competition between the two rental sectors that 
drives up standards in the private rented sector.  It is, therefore, argued by 
some commentators that this type of system leads to improvements in the 
overall quality of the management and the stock.  However, there are 
frequently voiced concerns that it results in disinvestment and a lack of 
incentives for private landlords .Turner and Berger (1998) suggested that 
large municipal housing companies may abuse their position of power to set 
rents in a strategic manner to hinder competition from the private rented 
sector.  More recently Haffner, Elsinga and Hoekstra (2008) have highlighted 
that the European Union is investigating whether the implicit and explicit 
subsidisation of municipal housing companies hinders effective competition by 
private landlords3. 

 
3.3 The basic features of the process of rent setting each year are: 
 

 
1 Lind (2001 and 2003) establishes a scale of regulation from A (weak) to E (strong) and argues that 
Sweden has an ‘E’ rating.  For example, ‘A’ might protect an existing tenant against significant rent 
increases, while ‘E’ might focus on keeping rents in new contracts below market levels. 
2 Municipal housing companies are the main provider of social housing in Sweden.  In 2005, 22 per 
cent of the stock was owned by these types of organisations. 
3 The Swedish Government is currently considering revisions on the guidance for rent setting that is 
compatible with EU requirements while maintaining the principles of the existing arrangements and 
processes. 
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 Negotiations leading to an agreement between local tenants’ unions and 
municipal housing company on rents based on the amount of money that 
the company requires to cover its costs and the age and composition of 
the stock portfolio in the local authority area.  Location within the area is 
not a major consideration. 

 
 Negotiations between local tenants’ unions and local private landlord 

associations on rents, which is based on the principle that they should be 
the same for similar properties in the same municipal area. 

 
 Individual private tenants have the right to seek a decision from a local 

rent committee to determine the appropriateness of the rent.  It makes 
decisions on the basis of a comparable rent in the social housing sector in 
the same municipality4. 

 
3.4 It is important to appreciate that there is considerable local autonomy as there 

are very few detailed government regulations.  Lind (2003) notes that in 
practice since the late 1990s, rent committees have applied the ‘rules’ more 
flexibly allowing greater differentiation between rents.  In Malmo, for instance, 
there has been a gradual shift towards market rents and this has been 
supported by the local tenants’ union.  This was taken a step further in the 
early part of the last decade when an agreement was made at a national level 
between tenants’ unions, municipal housing companies and private landlord 
associations allowing demand factors to play a more significant role in the rent 
setting process as well as differentiating between existing and new tenants. 

 
3.5 Hufner and Lundsgaard (2007) in their review of research on the overall rent 

setting system suggest there may be four negative effects for the housing 
market.  These are, firstly, low levels of investment especially in new 
construction, secondly the use of the informal / black market by tenants and 
landlords, thirdly inefficient use of the stock and, finally, segregation.  These 
‘effects’ are not specific to the private rented sector because of the unitary 
nature of the rental market .Each is now briefly discussed in turn: 

 
 New construction: The degree to which rent restrictions played a role in 

the weak response by the construction sector to the demand for new 
housing in the last two decades is a contentious area of debate.  Lind 
(2003) suggests that rent regulation might limit the rents on new 
properties, create uncertainty and risk because of possible changes in the 
‘rules’ and create a gap if rents on new properties are at a market level 
compared to rent-regulated existing stock.  These aspects in combination 
could account for a weak response by the construction industry.  He 

 
4 It is noteworthy that there is frequent reference in the literature to a case in Stockholm in 1998 when 
a municipal housing company decided to subsidise a reduction in the rents on a new scheme.  As a 
result private tenants sought a reduction in their rents.  However, the decision went against the private 
tenants as it was decided that it was not appropriate to use explicitly subsidised rents as a guide. 
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concludes from his analysis, however, that rent regulation only played a 
relatively minor part of the explanation.  More important factors included 
the town and country planning system and the lack of competition within 
the construction sector. 

 
 Informal / black economy: In Stockholm, approximately 50 per cent of 

rental property exchanges involved some form of ‘additional payment’ in 
the late 1990s.  This informal market existed because of the inefficiencies 
in the rental sector. 

 
 Inefficient use of stock: The system hinders tenant mobility, as locational 

factors are not taken into account.  The rent for a similar property in a town 
centre and a remoter suburban neighbourhood in the same municipality 
are the same. 

 
 Segregation: Vulnerable and low income households are concentrated in 

the social rented rather than private rented sectors.  This is because 
despite a unitary rental market, private landlords choose ‘good’ tenants i.e. 
there is not a unitary allocations and lettings system. 

 
4. Conclusions 
 
4.1 As Kemeny (1995) has pointed out, the unitary rental system in Sweden is in 

marked contrast to the dualistic systems in Anglo-Saxon countries.  The 
explicit competition between municipal housing companies and private 
landlords because of similar rents for similar property types makes it difficult 
to separate out a distinct private rented sector.  It is argued that this 
competition drives up the quality of the stock and the management services 
offered by social and private landlords. 

 
4.2 The key element of the unitary system is rent regulation and rent setting.  

There has been considerable debate and research on this topic.  Although 
there are continuing concerns over the process and calls for fundamental 
changes, there is little evidence that it has significantly contributed to a lack of 
investment in the sector. 

 
5. Reasons for selecting or not selecting Sweden in the next 

stage of the research 
 
5.1 Reasons for selecting Sweden: 
 

 There is an extensive literature on rent regulation policy and procedures 
as well as robust evaluation of its impact.  If the focus of the project is on 
landlord and investor behaviour in response to tight rent regulation, 
Sweden would be a useful case study. 
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 There is a considerable amount of material in English, which is readily 
available (see sources section below).  There are, thus, operational and 
practical benefits in selecting Sweden. 

 
5.2 Reasons for not selecting Sweden: 
 

 The rental housing market in Sweden is different from England.  Its unitary 
nature is in contrast to the dualistic approach that is embedded into 
institutional and political frameworks in England.  Policy transfer would, 
therefore, be difficult unless there is an appetite to consider radical 
alternatives to the current operation of a social rented sector that is distinct 
from the private rented market. 

 



 

Leicester Business School

 

Promoting investment in private rented housing supply: international policy comparisons 
 

  

Country Policy Framework: Sweden 7

References 
 
Atterhog, M. & Lind, H. (2004) How Does Increased Competition on the Housing 
Market Affect Rents? An Empirical Study Concerning Sweden Housing Studies Vol 
19, No 1, pp107-124. 
 
Haffner, M., Elsinga, M. & Hoekstra, J. (2008) Rent Regulation: The Balance 
between Private Landlords and Tenants in Six European Countries European 
Journal of Housing Policy Vol 8, No 2, pp217-233. 
 
Hufner, F. & Lundsgaard, J. (2007) The Swedish Housing Market: Better Allocation 
via Less Regulation OECD Economics Department Working Papers, No 559 (Paris, 
OECD). 
 
Kemeny, J. (1995) From Public Housing to the Social Market: Rental Policy 
Strategies in Comparative Perspective (London, Routledge). 
 
Lind, H. (2001) Rent Regulation: A Conceptual and Comparative Analysis European 
Journal of Housing Policy Vol 1, No 1, pp41-58. 
 
Lind, H. (2003) Rent Regulation and New Construction: With a Focus on Sweden 
1995-2001 Swedish Economic Policy Review Vol 10, No 1, pp135-167. 
 
Turner, B. & Berger, T. (1998) The Future of the Private Rental Sector in Sweden 
Netherlands Journal of Housing & the Built Environment, Vol 13, No 3, pp279-299. 
 
 


	1. Introduction
	2. Data and information
	Table 1: Key Characteristics on the Private Rented Sector in Sweden

	3. Policy issues
	4. Conclusions
	5. Reasons for selecting or not selecting Sweden in the next stage of the research
	References

