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TOKYO’S HOUSING MACHINE


How Japan Engineered Affordability in the World’s Largest City

On a humid August afternoon in the Minato ward, an American urban planner stands at the intersection of two narrow residential streets, disoriented. The block ahead contains a wooden house built in 1982, its gate painted faded blue. Beside it, a small convenience store, its LED lights flickering even in daylight. Next to the convenience store sits a three-story apartment building with six units, likely built in 2005, faced in pale concrete and aluminum. Across the street, visible through chain-link fencing, sits a small light-manufacturing facility producing components for industrial machinery. The smell of grilled fish from a restaurant kitchen vents onto the sidewalk just downwind. A woman in her seventies walks past carrying groceries. A delivery truck honks. A cyclist navigates around a low-rise office building that abuts directly onto the residential block.

The planner, visiting from San Francisco, experiences a moment of cognitive dissonance. Where he comes from, such a mix would be impossible. That wooden house would be in a single-family zone. The apartment building would require separate commercial zoning. The factory would need an industrial district miles away. The restaurant would have to locate in a mixed-use commercial corridor. Each use would be segregated, each block engineered for uniformity, the entire landscape organized by categorical principle.

Here, in this corner of Tokyo, the principle is different. Uses collide. They interpenetrate. They coexist in a pragmatic tangle that, to Western eyes trained on zoning maps color-coded by function, seems almost lawless. Yet this apparent chaos is not accident. It is design. It is the output of a nationally mandated legal framework so radically deregulated, so geometrically precise, and so explicitly hostile to local obstruction, that it has engineered something that seems increasingly impossible in the developed world: a metropolis of 37 million people where a working person can still afford to live.



The Housing Crisis and Its Engineered Absence

Across the planet’s great cities, a common crisis unfolds. In London, New York, San Francisco, Toronto, and Sydney, housing affordability has become a defining urban pathology. Skyrocketing property values, crushing rent burdens, and the wholesale displacement of working-class populations have transformed homeownership from attainable life milestone to aristocratic luxury. The academic consensus is stable: housing supply has fundamentally failed to keep pace with demand. Cities have simply not built enough.

The root cause, too, is widely agreed upon. Localized zoning codes—often called Euclidean zoning in the American context—have fragmented metropolitan areas into tiny fiefdoms, each capable of imposing exclusionary restrictions on development. These codes are wielded by incumbent homeowners who oppose new housing with a political technique so ubiquitous it has acquired a bureaucratic acronym: NIMBY, or “Not In My Backyard.” The mechanism is simple: restrict supply, protect property values, extract housing wealth.

Tokyo exists in a different universe. The Tokyo Metropolitan Area is the most populous urban agglomeration on the planet, containing 37 million people across multiple prefectures and thousands of neighborhoods. Its core 23 wards contain 10 million people in a space smaller than Los Angeles County. Despite continuous population inflows—particularly from rural Japan, where regional decline accelerates by the year—Tokyo maintains a phenomenon that would be regarded as miraculous in the West: rental affordability, housing abundance, and a perpetually elastic supply that responds to demand rather than resisting it.

Tokyo achieves this not through public housing crusades, subsidized rents, or stringent rent control. Rather, it achieves it through a deliberately constructed legal architecture that makes NIMBYism mechanically impossible. The system has three interlocking components: a nationalized, non-discretionary zoning framework; an administrative permitting process stripped of political discretion; and a cultural-economic context where housing is valued as a depreciating consumer good rather than a protected financial asset. Taken together, these mechanisms have produced the inverse of the Western affordability crisis: a city where density is the default, where by-right development replaces discretionary approval, and where the legal system ruthlessly suppresses the property-owner veto.



The Weight of History: Centralization Born from Devastation

To understand why Tokyo’s regulatory system diverges so radically from the West, one must examine the historical moment that demanded it. American and British cities grew under a decentralized principle: local governments and property owners exercised control over land use, ostensibly to protect community character and property values. This localization worked smoothly—for those with the economic power to exclude others. Over the twentieth century, American municipalities weaponized this power, encoding exclusionary zoning into law as a tool of racial and class segregation.

Japan followed a different historical trajectory. The modern Japanese city planning system was born not from property-owner protectionism but from catastrophic destruction and explosive population pressure that no localized system could contain.

The City Planning Law of 1919, enacted during the Taisho era, represented Japan’s first systematic attempt at urban zoning. It established basic building controls and introduced land readjustment mechanisms to the rapidly urbanizing centers of the period. But this early framework was fragile, poorly enforced, and inadequate to the task of managing the sprawl that characterized Japan’s early industrialization. Local municipalities lacked technical expertise. The central Home Ministry’s authority was theoretical rather than operational. The system failed to constrain urban chaos.

Then came catastrophe. In 1945, Japan’s cities were systematically incinerated by American bombing campaigns. Tokyo, Osaka, Nagoya, Kobe, and dozens of secondary cities were reduced to rubble. Entire neighborhoods vanished. Millions of people were displaced. The physical infrastructure of Japanese urbanism was erased.

In the ashes of the war, during the occupation and the immediate postwar years, Japan entered an epoch of transformation. From the 1950s forward, Japan’s economy expanded at rates previously unknown in economic history. Gross domestic product growth exceeded 10 percent annually throughout the 1950s and 1960s, sustained by private capital investment in plant, equipment, and infrastructure. Simultaneously, Japan underwent a massive internal migration. Millions of people fled agricultural regions where mechanization was destroying rural employment, and migrated to the industrial centers of Tokyo, Osaka, Kobe, and other metropolitan areas. This shift from countryside to city was as fundamental as Japan’s transformation from feudal to industrial society.

The scale of urbanization overwhelmed every existing administrative mechanism. Cities expanded beyond their planned perimeters. Infrastructure networks strained to their breaking points. Sprawl consumed agricultural land. Shanytowns proliferated. Housing shortages became acute. The environmental degradation was visible and inescapable. Local governments, fragmented and under-resourced, simply could not manage development of this magnitude.

By the late 1960s, the crisis had become a political emergency. The public demanded improved urban living conditions. The national government, driven by both economic necessity and political pressure, concluded that decentralized local control had failed and would have to be replaced by centralized authority.

In 1968, Japan enacted the landmark City Planning Act, a comprehensive overhaul that fundamentally restructured how the nation approached urban development. Working alongside the Building Standards Act of 1950, the 1968 legislation centralized authority over land use at the national government level. It prioritized national economic development, the efficient deployment of infrastructure, and the mass provision of housing over the parochial desires of individual neighborhoods. For the first time, local municipalities were not empowered to invent their own zoning codes. They had to operate within a nationally mandated framework, administered by what is now the Ministry of Land, Infrastructure, Transport and Tourism (MLIT).

This centralization did not solve every urban problem. But it solved one decisively: it made local obstruction to housing supply effectively impossible. By elevating zoning authority above the neighborhood level, the Japanese government mechanically prevented the formation of the exclusionary cartels that plague Western cities.



The Architecture of Density: The Cascade System

The genius of Japan’s nationalized system lies in its elegant simplicity: a fixed menu of thirteen standardized land-use zones, broadly divided into residential, commercial, and industrial designations. These thirteen zones apply uniformly across every prefecture, every municipality, every neighborhood in the nation. Local governments cannot invent custom zones. They cannot impose superlative restrictions. They must work with the menu they are given.

The fundamental principle underlying these thirteen zones is radically different from the Euclidean segregation principle that dominates the West. Where American zoning strives for strict separation—this block is residential only, that block is commercial only, another is industrial only—Japanese zoning operates on a principle of cumulative permission. Higher-intensity uses are permitted in lower-intensity zones, but not vice versa. This transforms the zoning map from a collection of mutually exclusive islands into a smoothly cascading spectrum that ensures mixed-use density becomes the legal default across the urban landscape.

The cascade begins at its most restrictive boundary: the Category I Exclusively Low-Rise Residential Zone. This designation protects neighborhoods focused on small homes and low-density living. But here is the crucial divergence from Western single-family zoning: the law does not forbid density or diversity. Small shops integrated into homes are permitted. Medical clinics, schools, and multi-family apartment buildings are entirely legal. The concept of a single-family-only exclusion zone—the bedrock of American exclusionary zoning—does not exist in Japan. Even at the most restrictive designation, apartments are permitted. The zoning prohibits large commercial clusters and factories, but it does not prohibit neighbors from living in different housing types on the same block.

The second tier, Category II Exclusively Low-Rise Residential Zone, expands the allowable mix. Standalone convenience stores and small shops up to 150 square meters can now be constructed. The streetscape transitions from purely residential to a texture of small commercial activity woven into the residential fabric.

Moving up the cascade, the two Mid-High-Rise Residential Zones allow for the construction of medium and high-rise apartment buildings. Hospitals and universities become permissible. Commercial retail spaces begin to proliferate. The density increases, but the underlying residential character is maintained.

The Residential Zones—which occupy the central transitional position in the hierarchy—expand permissible commercial intensity dramatically. Large mixed-use developments become legal. Hotels can be constructed alongside apartments. Retail establishments can occupy substantial floor space, up to 3,000 square meters. Entertainment facilities, including karaoke establishments and nightclubs, are permitted. The zone is no longer primarily residential in character; it is a genuinely mixed-use environment where commerce and residence are intentionally interpenetrated.

The Commercial Zones follow. The Neighborhood Commercial Zone permits industrial activity to enter the mix: non-polluting factories alongside residential towers and extensive retail. The core Commercial Zone, representing the urban center, is even more permissive: banks, department stores, cinemas, high-density residential towers, all lawfully coexist on the same blocks. This is the Tokyo of Shibuya, Shinjuku, and the dense downtown cores where office workers live above convenience stores that sit above underground restaurants.

The industrial zones reveal the full scope of the cascading principle. The Quasi-Industrial Zone, designed for light manufacturing and service facilities, explicitly permits residential housing to be constructed. Schools, hospitals, and apartments can legally sit alongside small factories. Even the standard Industrial Zone, zoned for any type of factory regardless of size or pollution potential, permits residential housing and retail. The only zone in the entire national system where residential construction is explicitly forbidden is the Exclusively Industrial Zone, a designation so specific and rare that it represents the exception that proves the rule.

This cascade eliminates, by legal design, the concept of an “illegal” apartment building across nearly the entire urban landscape. Because multi-family housing is the legal default in almost every zone, and because residential development is permitted in commercial and even industrial zones, a developer with land in an appropriate zone can construct housing wherever the market demands it. The market signals demand through prices; the law does not erect artificial barriers to supply. Furthermore, the allowance of small-scale commercial activity in residential zones naturally generates the walkable, transit-oriented neighborhoods that characterize Tokyo. A resident can walk two blocks and find a convenience store, a small restaurant, a clinic. The fabric is fine-grained, mixed, pedestrian-oriented. And none of this requires a discretionary planning process or a neighborhood referendum.

By stripping local governments of the ability to mandate single-family-only exclusion zones, the national law imposes a baseline level of density and supply elasticity across the entire metropolitan area. Neighborhoods cannot vote to freeze themselves in time. Land cannot be legally quarantined against housing. The default position is development; the exceptional position is restriction. This inverts the Western principle entirely.



The Administrative Fortress: Non-Discretionary Permitting

The City Planning Act dictates where housing can be built. But the building permit process determines whether it actually gets built, and how quickly. Here, too, Japan’s system is engineered to eliminate political obstruction.

In Western cities—New York, San Francisco, London—securing zoning compliance is merely the beginning of a protracted ordeal. A project that technically complies with zoning law still must navigate discretionary review processes. These include conditional use permits, variance requests, environmental impact assessments, and procedures like New York’s Uniform Land Use Review Procedure (ULURP), which mandates public hearings where local residents can advocate for delays, modifications, or outright rejection of projects.

These discretionary processes accomplish two things: they introduce massive financial risk and timeline uncertainty into the development pipeline, and they create leverage points where incumbent residents and neighborhood associations can extract concessions from or block projects entirely. A project that complies with zoning law in Los Angeles still might take five years to permit. A project in San Francisco that falls within the zoning code might face an eighteen-month discretionary review process. Each delay compounds costs, each hearing is an opportunity for organized opposition, each variance request adds risk. The cumulative effect is to suppress housing supply, particularly for smaller, incremental projects that cannot sustain the financing burden of extended permitting timelines.

Japan eliminates this political bottleneck through a mechanism called kenchiku kakunin, or “building confirmation.” This is a purely administrative process, stripped of all political discretion.

When a property owner or developer wishes to construct a building, they must submit architectural plans to a building confirmation authority. These plans must be prepared by a licensed Kenchikushi, a highly credentialed professional who has passed rigorous exams certifying expertise in both architecture and structural engineering. The plans must demonstrate compliance with the national building code, fire safety regulations, seismic safety requirements, and the dimensional constraints dictated by the local zone—such as the Floor-Area Ratio (the total allowed floor space relative to land area) and Building Coverage Ratio (the percentage of the lot that can be occupied by structure).

Crucially, the building confirmation official is legally required to issue the permit if the submitted plans comply objectively with these statutory requirements. The official has no discretion. No discretion means there is no hearing process where neighbors can object. No discretion means there is no conditional approval where the developer must negotiate concessions. No discretion means there is no political leverage. The law leaves one option: if the plans meet the code, the permit is issued.

To prevent bureaucratic stalling—a technique where municipal officials can de facto veto projects by simply refusing to process applications—Japan imposed rigid statutory timelines. For standard residential construction, the review must be completed within 35 days. For smaller structures, 7 days. For complex, large-scale developments requiring advanced structural calculations, the absolute maximum legal limit is 70 days. There is no provision for extending these timelines. No appeal to the mayor. No request for additional analysis. The clock runs, the official reviews, and the permit is issued or denied on schedule.

To further prevent municipal underinvestment from becoming a backdoor veto mechanism, a 1999 amendment to the Building Standards Act allowed private, third-party inspection agencies to conduct building confirmations. A developer can bypass the municipal building department entirely by hiring a private inspector, who is contractually obligated to complete the review within the statutory timeline. This privatization mechanism insures that a municipality cannot suppress housing development through deliberate understaffing or administrative sluggishness.

Because the confirmation process is non-discretionary, there is no formal mechanism for public objection. Residents have no right to a hearing. Neighborhood associations have no legal standing to voice opposition. Once the permit is issued, construction can begin. The political veto is mechanically impossible.



The Constitutional Shield and the Mathematics of Sunlight

Japan’s system is further reinforced by a constitutional framework and court decisions that ruthlessly suppress local attempts to override national zoning authority.

Article 29 of the Japanese Constitution states unambiguously that “the right to own or to hold property is inviolable.” In the context of urban planning, this constitutional language has been interpreted by the Japanese judiciary to heavily favor the property owner’s right to develop their land according to the parameters established by the national zoning code. When local governments have attempted to pass ordinances that contradict national authority, the courts have intervened decisively.

A landmark case illustrates the power of this constitutional hierarchy. In the early 2000s, the developer Meiwa Estate proposed constructing a 14-story, 44-meter-high residential condominium in the suburban municipality of Kunitachi, west of central Tokyo. Local residents, objecting to the scale of the building on aesthetic grounds, successfully pressured the municipal government to pass a local ordinance capping building heights at 20 meters. The ordinance was designed to thwart the project.

Meiwa Estate proceeded anyway. The structure complied with the national Building Standards Act and the national zoning designation for that parcel. It was lawful. Local residents sued, arguing that the building violated their aesthetic rights and their right to a scenic urban environment, and that the municipality had a duty to block it.

The Tokyo District Court initially sympathized with the residents. But the Tokyo High Court reversed decisively. The appellate judges ruled that a local municipal ordinance cannot retroactively override the development rights granted by the national statutory framework. A municipality cannot use local law to restrict what national law permits.

The consequences were severe. The Tokyo District Court subsequently ordered Kunitachi to pay 400 million yen in damages to the developer for unlawfully obstructing the project. The judge affirmed that the developer possessed a fundamental constitutional right to maximize the economic utility of their land, provided the structure complied with national code. This legal precedent—that NIMBYist obstruction carries a price, and that price is monetary damages—thoroughly discourages municipalities from attempting to pass rogue anti-development ordinances.

This constitutional protection does not, however, render local residents entirely powerless. One issue transcends the usual property-rights calculus: sunlight. During Japan’s rapid urban densification in the 1960s and 1970s, severe conflicts arose when high-rise developments plunged neighboring low-rise homes into perpetual shadow. The Japanese judiciary recognized that access to natural light is a fundamental requirement for human health and dignity. Precedent established that neighbors possess a right—Nisshoken, the “right to sunlight”—to a minimum standard of daylight exposure.

But rather than leave sunlight disputes to discretionary neighborhood hearings and political negotiation—mechanisms that in Western cities become pretexts for NIMBY extortion—the Japanese government did something remarkable. It quantified sunlight into objective, mathematical building codes.

The Building Standards Act implements rigid “Shadow Line Restrictions,” based on the angle of the sun during the winter solstice. These regulations dictate, with geometric precision, the exact angle and setback required for a building’s profile to ensure it does not cast an illegal shadow over an adjacent property for more than a specified number of hours per day. The math is absolute. Violation is technical, not subjective. Compliance is provable.

This quantification channels potential NIMBY obstruction into architectural design. A developer cannot simply build a massive tower; the tower must be massed, stepped, or set back to comply with the shadow formula. The developer adapts the design—utilizing tiered setbacks, angled roofs, or reduced profiles on northern facades—to meet the mathematical requirement. Once the mathematics are satisfied on the blueprints, the building confirmation must be issued. Neighborhood sentiment is irrelevant. The rules are known, objective, and absolute. The potential for local extortion evaporates.



The Economic Sociology of Housing: Why NIMBYism Cannot Survive

The mechanical efficiency of Tokyo’s permissive zoning system is inextricably linked to the unique economics of Japanese residential property, a phenomenon known as the “scrap-and-build” paradigm.

In America and Britain, a residential home is viewed primarily as a financial investment. It is purchased with leverage (mortgages) and is expected to appreciate indefinitely. The home is an asset class, like a stock or a bond, that generates wealth through price appreciation. The economist William Fischel documented this reality in his “Homevoter Hypothesis,” which explains why incumbent homeowners fiercely resist new housing development. An increase in housing supply threatens the scarcity value of their primary financial asset. Because local governments respond to the voting preferences of homeowners, these voters rationally utilize zoning codes as cartel mechanisms to restrict supply, prevent price competition, and protect the value of their homes.

In Japan, this wealth-protection mechanism does not function. The incentive structure is broken.

Historically, Japan experiences frequent earthquakes and has continually upgraded its seismic building codes in response to catastrophic failures. Beyond seismic concerns, Japanese homeowners have developed a deep cultural preference for new construction. The result is that the physical structure of a Japanese home is treated not as a long-term wealth asset but as a durable consumer good—much like a car or refrigerator. Homes depreciate rapidly. Empirical research indicates that a standard Japanese wooden house loses nearly all of its structural value within 20 to 30 years. At that point, the house is considered functionally obsolete. It is demolished, and a new structure is built on the site. Approximately 87 percent of all residential sales in Japan represent new construction, compared to just 11 to 34 percent in the United States and United Kingdom.

Because the physical house itself is expected to depreciate regardless of local neighborhood supply dynamics, the Japanese homeowner lacks the financial motivation to engage in cartel-like supply suppression. The value of their property does not rest in the structure; it rests almost entirely in the underlying land.

Crucially, the land’s value is maximized when its development potential is as unrestricted as possible. A one-lot property in a low-rise residential zone is worth more if the zone legally permits five-story apartment buildings than if the zone forbids multi-family housing. The landowner’s financial interest aligns with permissive zoning. Consequently, when the time comes to sell their depreciated home and valuable land to a developer, Japanese homeowners generally cooperate. They do not organize neighborhood opposition. They do not lobby for restrictive zoning. They do not vote for politicians who promise to freeze neighborhoods in amber. The incentive to preserve scarcity value is absent.

This economic alignment is further reinforced by Japan’s inheritance tax structure. When property is passed down through generations, families are frequently forced to subdivide their landholdings to generate the liquidity necessary to pay tax obligations. Because national zoning law does not impose exclusionary minimum lot sizes—a tool ubiquitously used in American suburbs to mandate large single-family lots—these subdivisions are entirely legal. A property that was once a single family home on a large lot becomes three or four small lots, each of which is developed independently. This tax-driven subdivision has organically proliferated hyper-dense, small-lot, single-family neighborhoods throughout Tokyo’s suburbs. The same mechanism permits these subdivided lots to be developed into multi-unit apartment buildings. The combination of rapid depreciation, tax-driven subdivision, and non-discretionary permitting yields an exceptionally elastic housing supply that fluidly adapts to whatever the market demands.



The Deregulation Moment: Urban Renaissance 2002

Tokyo’s current trajectory of abundant housing is not solely the consequence of the 1968 City Planning Act, though that act was foundational. The system was further catalyzed by aggressive deregulation enacted at the turn of the twenty-first century.

During the late 1980s, Japan experienced a spectacular asset price bubble. Land values reached heights that seemed unmoored from economic reality. In central Tokyo, commercial real estate commanded astronomical prices. The entire urban economy seemed to have been fundamentally restructured by financial excess.

In 1991, the bubble collapsed. The crash was swift, dramatic, and devastating. Asset values plummeted. Banks failed. The Japanese economy entered a prolonged period of stagnation, a crisis so extended it became known as the “Lost Decade.”

To stimulate economic recovery and attract private investment capital back into real estate development, the government of Prime Minister Junichiro Koizumi enacted the Urban Renaissance Special Measure Law in 2002. This legislation marked a definitive shift toward urban entrepreneurialism and intensive densification of Tokyo’s core.

The 2002 law declared central Tokyo and other major metropolitan centers as urgent urban regeneration zones. It effectively stripped away remaining municipal control over massive redevelopment sites, allowing the national government itself to approve designated “Special Urban Renaissance Districts.” Within these zones, traditional Floor-Area Ratio limits and building height caps were dramatically relaxed. Developers who provided public amenities—plazas, parks, community facilities—could receive substantial bonus floor space, essentially free capacity to build additional office or residential area beyond the baseline zoning allowance.

Critically, the legislation mandated that the government evaluate and render decisions on private development proposals within an expedited six-month window. The discretionary review process, already compressed by the non-discretionary kenchiku kakunin system, was further accelerated at the national level.

The results were transformative. Tokyo’s skyline was redrawn. A wave of high-rise residential condominium construction swept across the metropolitan core, replacing low-density industrial zones, obsolete commercial plots, and aging single-family neighborhoods with thousands of new housing units per year. The 2002 deregulation did not invent Tokyo’s housing abundance; the legal framework for abundance had existed since 1968. But it turbocharged the system. Freed from even baseline volume constraints, developers initiated a genuine construction boom in the urban core. The “return to the city” migration accelerated. Tokyo’s population stabilized and began to grow even as the national population declined.



Comparative Urbanism: Tokyo, Zurich, and the Problem of Local Democracy

To fully appreciate the sheer institutional efficiency of Tokyo’s system, comparison with a diametrically opposed city is instructive. Zurich, Switzerland, and Tokyo are superficially similar: both are affluent, highly developed global financial centers; both feature excellent public transportation networks and robust economies; both experience significant housing demand pressures. Yet their regulatory architectures produce fundamentally divergent housing outcomes.

Switzerland operates a decentralized federal system. While the national government mandates economical land use to prevent sprawl, the legal power to dictate specific land-use policies is delegated entirely to the cantons, and then to individual municipalities. The Canton of Zurich contains 168 distinct municipalities, each responsible for drafting its own hyperlocal zoning plans.

Critically, Switzerland operates via direct democracy. Any major revision to a municipal zoning plan—such as an upzoning that increases the allowable Floor-Area Ratio—requires a direct referendum vote by all local citizens. This is not advisory. The outcome is legally binding. If the local electorate votes against an upzoning, the upzoning does not occur.

The administrative and political friction of passing a new zoning plan is therefore immense. Municipalities update their plans infrequently, typically on 15-year cycles. Individual landowners, anticipating that upzoning is unlikely, have little incentive to subdivide or redevelop their properties. The zoning freezes in place. The incumbent residents—the “homevoters” described by William Fischel—organize to oppose any measure that threatens their neighborhood character or property values. Upzoning referenda fail repeatedly.

Empirical studies of the Canton of Zurich demonstrate the consequences. When upzoning is successfully implemented—a rare occurrence—it increases living space and housing unit numbers by approximately 9 percent over the subsequent five to ten years. This data proves that demand exists. It proves that developers are willing to build. What is missing is legal permission. The electorate denies permission. Supply remains constrained despite massive price signals indicating unmet demand.

The housing market consequences are stark. The most recent UBS Global Real Estate Bubble Index (2024–2025) identifies Zurich as one of three global cities exhibiting the highest bubble risk. Property values have risen five times faster than incomes over the past decade. Zurich commands the highest price-to-rent multiple globally: an astonishing 43 years of rental income is required to purchase a 60-square-meter apartment. The zoning constraints are so severe that median rents consume an enormous portion of household income. Young people delay family formation. Workers are forced into neighboring cantons and face grueling commutes. The housing supply is fundamentally inelastic.

The comparison to Tokyo illuminates the divergence. The UBS index identifies Tokyo as exhibiting high bubble risk, placing it in the same category as Zurich. But the mechanisms driving this designation are entirely different.

Tokyo’s price-to-income ratio for property purchase has indeed decoupled from local wages, exceeding a factor of 10. Asset prices have surged in the past five years. This suggests bubble dynamics. But the inflation is largely exogenous to the domestic housing supply pipeline. It is driven by the Bank of Japan’s ultra-loose monetary policy, persistent yen depreciation, and a massive influx of foreign investment capital seeking yield stability in a safe-haven market. Japanese domestic residents are not the primary bidders pushing prices up. International capital is.

Crucially—and here is the divergence—Tokyo’s housing supply remains structurally elastic. Because the zoning code permits density by default and because the permitting process is non-discretionary, developers instantly respond to price signals by utilizing by-right construction to flood the market with new units. In any given year, Tokyo initiates construction on 130,000 to 145,000 new dwelling units. This enormous supply pipeline prevents capital inflation from translating into rental crisis for ordinary residents.

The result: while luxury condominium prices in central Tokyo soar due to foreign investment, the underlying provision of standard housing units continues unabated. Rents in Tokyo’s 23 core wards consume roughly 17 percent of median income, an extraordinarily affordable metric for an alpha global city. New supply is constantly coming online. Developers are continuously optimizing land parcels—demolishing obsolete single-family homes and replacing them with efficient, multi-unit properties tailored to shrinking household sizes. Because there are no minimum lot sizes, no single-family exclusion zones, and no arbitrary parking minimums mandated across the board, the market continuously delivers exactly the density the population requires.










	Real Estate Metrics (2024–2025)
	Tokyo
	Zurich
	Miami





	UBS Bubble Risk Score
	1.59 (High Risk)
	1.55 (High Risk)
	1.73 (Highest Risk)



	Real Home Price Change (2015–2025)
	+66.0%
	+42.4%
	+93.1%



	Real Rental Price Change (2015–2025)
	+23.1%
	+23.1%
	+12.7%



	Price-to-Rent Ratio (Years to Buy 60sqm)
	~30 years
	43 years
	N/A



	Zoning Authority
	National (13 Zones)
	Municipal / Cantonal
	Local / Municipal



	Permitting Mechanism
	Non-Discretionary By-Right
	Direct Democracy Vote
	Discretionary / Local







The Demographic Magnet: Housing Starts and Supply Velocity

The theoretical elegance of Japan’s urbanistic regulations is validated by stunning empirical output. The metric that most starkly demonstrates Tokyo’s regulatory success is the sheer volume of new housing starts relative to its population dynamics and comparative metropolitan areas.

The nation of Japan, as a whole, has experienced population decline since approximately 2010. The broader trend is relentlessly downward. Yet Tokyo Prefecture remains a powerful demographic magnet. Between 2019 and 2024, Tokyo Prefecture’s population grew from 13.9 million to 14.1 million. The core 23 wards—the historical city proper—grew by 1.9 percent despite the national decline. Tens of thousands of net migrants arrive annually, primarily young professionals seeking economic opportunity and a growing cohort of international residents drawn to the city’s dynamism.

In deeply constrained Western cities, an inflow of this magnitude inevitably triggers intense bidding wars for a static pool of housing. Competition inflates prices. Lower-income residents are displaced through rent increases. The city becomes progressively less diverse, less economically mixed, more stratified by class.

In Tokyo, the development apparatus responds with overwhelming volume. In any given year, the Tokyo Metropolis initiates construction on between 130,000 and 145,000 new dwelling units. This is not a theoretical possibility or an aspirational goal. It is consistent, year-over-year actuality.

The comparison to other global cities illustrates the magnitude. California, a state of 39 million people—nearly three times Tokyo’s population—authorized between 80,000 and 110,000 housing starts annually in recent years. England, an entire nation of 56.4 million people, authorized between 130,000 and 140,000 annual starts. Tokyo, with 14 million people in a single metropolitan area, routinely exceeds England’s production. The city authorizes more housing in a single year than the entire state of California despite occupying a fraction of the landmass.









	Regional Housing Supply Metrics
	Jurisdiction Population
	Annual Housing Starts (Approx.)





	Tokyo Metropolis (Japan)
	~14.1 million
	130,000–145,000



	State of California (USA)
	~39.0 million
	80,000–110,000



	England (UK)
	~56.4 million
	130,000–140,000





Even as macroeconomic headwinds—supply chain constraints, labor shortages, rising material costs—have temporarily depressed national housing starts and construction in the West, the structural capacity of Tokyo to build remains unimpeded by legal bottlenecks. New units come online continuously. The rapid obsolescence and demolition of the housing stock—the “scrap-and-build” paradigm—ensures that developers can continually optimize land parcels. A small, single-family home built in 1972 can be demolished when its useful life expires, and the land can be redeveloped into a highly efficient, multi-unit property tailored to contemporary household sizes and preferences. Because there are no minimum lot sizes, no single-family zoning, and no arbitrary parking requirements imposed uniformly across the city, the market continuously builds what the population needs.



The Mechanism and the Philosophy

Tokyo’s housing machine operates on a philosophical principle that inverts the Western presumption. In American and British cities, the starting position is restriction. A property owner must ask permission to build. Zoning codes specify what is permitted; everything else is prohibited. The burden is on the developer to prove why a project should be allowed. The default is “no” unless explicit permission is granted. This places power in the hands of those responsible for granting permission—local elected officials who are responsive to homeowner voters.

Tokyo inverts this. The starting position is permission. A property owner who complies with the national zoning designation and objective building standards has a legal right to build. The burden is on those who wish to prevent development to prove why the project violates specific statutory prohibitions. The default is “yes” unless explicit prohibition applies. This places power in the hands of objective rules rather than political discretion. It removes incentives for obstruction because obstruction is structurally difficult and legally risky.

This is not a minor difference in legal procedure. It is a fundamental inversion of who controls urban development. In the West, the political question—who gets to decide what happens to land?—is delegated to local elected officials, who are responsive to incumbent residents. In Tokyo, the political question is answered at the national level: the MLIT has decided that mixed-use density is the urban default, and local obstruction is prohibited.

The consequence is that housing in Tokyo is abundant. It is not universally cheap; like all global cities, Tokyo’s real estate commands premium prices. But abundance prevents scarcity-driven displacement. A new apartment building is completed in this neighborhood, another in the next. The flow of supply is continuous. The market is continuously responsive to demand. Rents remain affordable not because prices are low, but because supply is elastic. When demand increases, supply increases to match it. When capital flows inflate asset prices, new construction floods the market and prevents that inflation from translating into unaffordable rents.



Toward the Conclusion: A Question About Urban Power

The contemporary housing affordability crises plaguing North America, Europe, and much of the English-speaking world are not immutable laws of urban economics. They are not the inevitable consequence of population growth, the natural operation of market forces, or the side effect of prosperity. They are the deliberate consequences of localized policy choices.

Tokyo demonstrates this unambiguously. The Tokyo Metropolitan Area accommodates 37 million people—a population larger than Canada, larger than Poland, larger than Spain. It is the world’s largest metropolitan agglomeration. It absorbs continuous population inflows. It experiences continuous pressure on housing. Yet it maintains abundance and affordability.

Japan achieves this through a triad of interwoven mechanisms. First, the 1968 City Planning Act elevated zoning authority to the national level, establishing a 13-category cascade system that makes mixed-use, multi-family density the legal default across almost all urban space. No neighborhood can vote to freeze itself. No municipality can invent an exclusionary single-family zone. The default is density. Restriction requires explicit justification.

Second, the Building Standards Act creates a non-discretionary permitting process—kenchiku kakunin—that explicitly forbids political intervention, neighborhood vetoes, and administrative extortion. If a project complies with objective statutory requirements, the permit must be issued. The law provides no mechanism for delay, negotiation, or local obstruction. The decision is purely technical. Politics is mechanically excluded.

Third, the constitutional protection of property rights, combined with a cultural and economic acceptance of housing as a depreciating consumer good rather than a protected financial asset, eradicates the economic incentives that fuel NIMBYism in the West. The Japanese homeowner lacks the financial motivation to restrict supply. Their wealth does not depend on maintaining scarcity. They cooperate with development because it is in their economic interest to do so.

These three mechanisms are mutually reinforcing. Remove any one, and the system degrades. The permissive zoning is useless if discretionary review allows political obstruction. Non-discretionary permitting is useless if local zoning codes can forbid housing. Constitutional property protection is useless if voters can overturn it through referendum. Together, they form an integrated system that makes housing abundance the structural output rather than the political exception.

This raises a question that reverberates beyond housing policy. The housing crisis in the West is, fundamentally, a question about power: who controls whether land can be developed, and what can be built? In the West, we have delegated that power to local voters, organized through municipal governments. This delegation rests on a theoretical principle—that local self-determination is a good thing, that communities should control their own destiny, that neighborhoods should have a voice in their future. These are not absurd principles. They reflect genuine values about democracy and participation.

But Tokyo reveals a trade-off embedded in that principle. Local control, when vested in incumbent residents with economic stakes in housing scarcity, becomes a mechanism of exclusion. Democracy, when deployed at the neighborhood level, produces exclusionary outcomes. The right to participate in one’s community becomes, in practice, the right to exclude others from living there.

Japan’s solution is not to eliminate local voice entirely—District Plans, neighborhood committees, and consultative processes remain. But it is to strip local voice of the power to veto. To establish that some decisions—the fundamental availability of housing to all people, regardless of their economic power—are too important to be delegated to neighborhood referenda. To recognize that a city is not a collection of neighborhoods, each entitled to maintain itself eternally as it currently exists. A city is a living, dynamic ecosystem of people, and the function of its institutions should be to enable people to live there, not to freeze neighborhoods in amber.

Tokyo’s machine is not perfect. The city faces issues of quality, design, and livability that abundant supply alone does not solve. But it solves the most fundamental problem: the question of whether a working person can afford to live in the city where they work. In Tokyo, the answer, against all contemporary global odds, remains yes.
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