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The "ie" system and "mura” society in Japan played a role in supporting
economic development in developing Japan. The "ie" system of fixed farm households created a high
level of trust among farmers and served to reduce transaction costs among farm households. The
Japanese "mura" with its high degree of autonomy, served to curb the non-fulfillment of contracts
and to discourage opportunistic behavior. This study empirically demonstrates that the "ie" system
and "mura"™ society functioned effectively in such aspects as the diffusion of agricultural
technology, farmers® associations, tax collection organizations, credit unions, and the control of
illicit fertilizers. Theoretically, the study is related to the fields of development economics,
contract theory, and the economics of information.
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