Finland housing report

Background

Between 1992-1995, there was a deep depression in finnish economy.  On housing sector the development was deeply deflatoric and the prises of houses diminish.

The produnction of private financed houses almost endid.  For keeping the construction bransh alive the government decided to put on financing market new tools for building social houses.  During time of 90 to 95 allmost the whole construction lied on the basic of state subsidied construction.  Only a small amount of one family houses was built on that time by private financing.
 However, it was not until 1996 when low interest rates encouraged the large-scale production of housing. The demand for these types of housing began to increase and consequently house prices had already begun to climb. It was in 1998 when building companies ventured into the building of free-market housing more generally. Migration towards those growth areas in the second half of the 1990s added to the demand for housing. Economic development led to regional restructuring which resulted in the concentration of new jobs in a limited number of urban centres such as the regions of Helsinki, Turku, Tampere, Oulu, Jyväskylä, and Kuopio. In June 2000, a joint action plan was approved between the state and the municipalities of the Helsinki metropolitan area focussing on increasing housing production and directing it to areas with good public transport.
The recession stifled the demand for housing, at a time when the housing market began to return to normality. Many households were faced with the uncertainties of the recession and as a result decided to postpone plans to buy a house. Moreover the recession also dashed any revivals of construction for several years. During the recession, the government focussed their aid on rental accommodation and on the renovation of housing. Between 1996-1998, other government aid which attempted to stabilise the market included loans with subsidised interest rates for housing construction companies and state guarantees being made available to individuals. The price of owner-occupied housing continued to increase in 2000, but was checked with the rise in interest rates, and in the third quarter of the same year, prices began to decrease.  On the whole, Finland is unique in the EU in that the share of owner-occupied housing fell from 67% in 1990 to 58% in 2000, whereas rental housing increased from 21,6% to 31% in the same period.

Access criteria

 In principle, housing allowances are available across all tenures on the condition that household incomes together with wealth are sufficiently low, and that owner-occupied wealth is not taken into account. Allowances for ‘reasonable housing expenditure’ are also available. This takes into account the following: the size of the household, local rent levels and dwelling characteristics. There are also caps on the maximum share of a household’s income that can be paid in rent.

Financing social housing

There are various forms of government support which are available, these include; direct grants, bank housing loans with subsidised interest rates, state guarantees for bank housing loans, tax relief, and state housing loans. The Housing Fund of Finland (ARA) who finance and administer all state subsidies for housing except for housing allowances, are responsible for issuing these state housing loans. The ARA themselves get their funds from the state budget, interest payments and instalments on existing state housing loans (ARAVA loans) There are also three housing allowance schemes which are; the general housing allowance scheme, the pensioners’ housing allowance scheme and the students’ housing allowance scheme. Other aid which house-seekers may benefit from include housing subsidies. These subsidies are specifically aimed at young people, the elderly, families with children and low-income households.  Assistance is also available with mortgages. Approximately 90% of mortgages are issued by main commercial, co-operative and savings banks.  A state guarantee scheme is available for home loans. It is aimed at those people building or purchasing a single-family house and the purchase of shares in housing companies. It covers up to 20% of the loan, whereas the maximum amount of the loan itself is 85%. 

With regards to the construction of housing, during the 1990s there was also a subsidy policy aimed at housing companies to encourage house-building, renovation. Such housing companies may borrow up to 40% of the value of the property they build. Loans for the construction of new buildings are available for up to 60% of the costs of construction. The housing company must put up 10% of the costs and raise the rest of the capital via bank loans. Interest subsidies vary over time and depend on the level of interest at the time, and the state of the private housing market.

Organisations involved in social housing

Housing administration is the responsibility of the Ministry of the Environment. The ministry are also charged with improving the quality of housing construction and for improving the quality of the housing environment. The Housing Fund of Finland (ARA) are responsible for financing and managing the state subsidies (see ‘financing social housing’), but also they offer guidance on the quality, and control of building costs, in state-subsidised projects of both new and renovated housing. The local authorities are the largest owners of rental housing either directly or through non-profit companies. They select which the housing projects to be entitled to state subsidies, they also have limited housing subsidies of their own. The L.As are also responsible for improving housing standards in their own areas. Furthermore, they also provide land, infrastructure and other services in housing areas.

The regulation of social housing

The Ministry of the Environment is generally responsible for housing policies. However, the ARA has a major role in the administration and management of state subsidies. The municipalities are the sole planning authorities with no government interference. This is in accordance with the 2000 Planning Act.  Furthermore, with regards to construction, the Ministry of the Environment has authorized the Safety Technology Authority (TUKES) to carry out market surveillance of construction projects in compliance with the EU Construction Products Directive (CPD) and in accordance with certain stipulations from the Land Use and Building Act. The Land Use and Building Act renders it obligatory to have start-up meetings, and to use inspection reports and quality control-plans for construction projects.

The right to housing

The Constitution Act of Finland provides that it is the duty of the public authorities to promote everyone’s right to housing and to support attempts by individuals to find housing on their own initiatives.  National housing policy aims to further social development and progress towards greater equality, while promoting environmental sustainable development. Local authorities are responsible for improving standards of housing within their area.

Statistics







Population:







5.19 million inhabitants






15.2% aged above 65






Projected population in 2010: 5.29 million



Housing
494 homes per 1000




Percentage vacant: 8.6%





Annual construction:





5.9 homes per 1000





Characteristics of housing:

Rented: 31%

Owner-occupied: 58%

Other: 11%

% of social rental dwellings as % 

of total dwelling stock: 16

% of social rental dwellings as %

of total rental dwelling stock: 52

Affordability:

Av. Housing expenditure as % of 

Total expenditure 2001: 25.5

Rent index of social rental dwellings

For 2001 (1985=100): 214
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Stock of Rental-housing and Right of Occupancy Houses 13.000
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Members/shareholders: 77
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