earners, deterred the creation of new

factories, distorted the locational
pattern of industries, and inhibited the
development of agriculture.

The growth of Japan’s cities, wrote
Tanaka, “has been without direction
or planning. Land prices have been
the dominant factor.” This forced
urban sprawl on to cheaper land in
outlying districts.

“Consequently, homes get farther
and farther away from places of
work, business efficiency is reduced,
and the socio-economic costs of the
cities go up.”™

Tanaka drew on experience in New
York, where the Housing Authority
bought and cleared slums and sold
the land to developers. The
developers, he noted “build high-rise
apartments to rent at very low rates.
This is possible because the Authority
sells the land to private developers at
a low enough price, calculated on
future rents, that they will find it still a
paying proposition.

“The New York experiment also
suggests bold new approaches applic-
able in Japan where rising land prices
have forced even public housing pro
jects to charge such high rents that
some have been left unoccupied.™

If Tanaka's view on the shortage of
land can be challenged, his account of
land prices is correct. Over the last 20
years, they have risen on the average
by 15 per cent per annum.

Two Japanese authors have
recently corroborated Tanaka's
account of the economic impact of

"Death

DEATH THREATS flew thick and fast
when Yuzuru (“Call me Ken")
Hanayama went on TV to propose
that land values ought to be taxed.

The drama began after he appeared
on a talk-show with farm
representatives.

The 39-year-old professor of
economics at Tokyo's Institute of
Technology had made a careful study
of the land market.

And he concluded that Japan
needed a 2.4 per cent tax on the
capital wvalue of land, which is
equivalent to 40 per cent of the
annual income from land (assuming a
6 per cent rate or raturn).

“Immediately after the TV show,
my wife and | started receiving death
threats,”” Prof. Hanayama told Land &
Liberty. .

Pointing to his head, he recalled
“They said that if | took away their

threats to
professor

JAPANESE CONSTRUCTION INDUSTRY
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rising land prices. Masahiko Honjo of
the International Development Center
and Tokunosuke Hasegawa of the
Japan Sewerage Projects Agency
wrote:

‘... as long as the rate of increase
in land prices is high and it is more
profitable to keep land than to invest
money in something else, there will be
no incentive to sell land. Thus the
supply of developed land lags behind
demand and further increases land
prices.”*

It is this vicious circle that the
policy-makers of Japan — and the rest
of the Western world — have failed to
break. not least because politicians
like Tanaka would have too much to
lose.

THERS have benefitted from the

Tanaka style of politics, of
course — mainly those in his
constituency.

® Ken Hanayama

land, which was their life, they would
take away my life by stopping my
brain.”

The death threats continued for a
month, and were made to both his
home and office. The experience
shook the youthful professor, and he
is now cautious about openly
challenging the vested interests.

Prof. Hanayama stumbled on to the
solution to imperfections in the land
market when he came across a copy
of a book by Yoshisaburo Yamazaki
called Henry George no Tochi Seido
Kaikaku (Henry George and Land |
Reform), published by lzumiya Book
Store in 1961, ;

@ A “bullet train™ track was laid
from Tokyo to Niigata City, which
loses millions of pounds a day
because nobody wants to ride on it.
Why did Tanaka have it built?
Farmers in his constituency made
fortunes out of selling land to the
National Railways.

@ Every year, Tanaka sent his
head butler round the constituency
with officials from the Construction
Ministry (since 1972, Construction
Ministers have been members of the
Tanaka faction). The butler asked the
constituents what they wanted, and
the ministry provided the new roads,
bridges and pavements.

By judiciously bank-rolling the
politicians, Tanaka built himself into
the most powerful kingmaker in
Japan since the Meiji Restoration in
the 1870s.

But even by the standards of
Japanese democratic politics, the con-
viction for bribery was too much for
the Diet (Parliament). Business was
frozen as the opposition parties
demanded his resignation, leaving
Prime Minister Nakasone in a cleft
stick.

He had to either defend a convicted
bribe-taker, or offend his patron.

Tanaka refused to go quietly, and
he has now appealed against his con-
viction. But whatever happens to the
errant shogun, economists
undoubtedly owe him a debt of
gratitude.

He proved to the world, by deed
and word, that land speculation can
stop progress and prosperity in its
tracks.
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