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Abstract

The observation that farmers sell cheaply while consumers pay more is often treated as evidence that distributors
capture agricultural value. Such an inference ignores the physical conversion from paddy to milled rice and does not
deduct drying, milling losses, grading, testing, packaging, storage, logistics, inventory, marketing, returns, and financing
costs. Conversely, the existence of distributor services does not prove that producers receive an adequate return. This
paper separates value creation, price transmission, risk bearing, and bargaining power. It examines how farm,
wholesale, and retail rice prices move; whether increases and decreases are transmitted asymmetrically; and how
public institutional arrangements describe the allocation of quality, purchase, inventory, production, payment, and
dispute risks.

The quantitative analysis uses Taiwan's official national daily rice-price series to construct 180 complete monthly
observations from January 2011 through December 2025 for japonica paddy, wholesale milled rice, and retail milled
rice. Because log price levels are nonstationary while first differences are stationary, the main models use monthly log
changes. They include asymmetric change models, distributed lags from zero to six months, rolling correlations, and
residual-based cointegration checks. The qualitative component codes eight legal, administrative, and peer-reviewed

documents across ten governance dimensions.
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Average quoted prices were NTD 23.12/kg for paddy, NTD 35.77/kg for wholesale milled rice, and NTD 41.92/kg for retail
milled rice. Monthly log-price volatility declined from 2.27% at the paddy stage to 1.66% at wholesale and 0.73% at
retail. Monthly changes were highly correlated across adjacent stages. Estimated six-month cumulative transmission
elasticities were 0.492 (95% Cl 0.340-0.644) from paddy to wholesale and 0.418 (0.333-0.503) from wholesale to retail.
Positive and negative upstream changes did not differ significantly at the 5% level. Residual tests did not support stable
long-run cointegration, so level regressions are not interpreted as long-run causal pass-through.

The evidence indicates incomplete, progressively smoothed short- to medium-run transmission; it does not identify
distributor profit or surplus extraction. Public documents provide more observable detail on market access, price
information, quality, and traceability than on payment timing, inventory loss, and production-risk allocation. Producer
strategies should therefore focus on credible outside options, collective bargaining, cost visibility, quality-linked
compensation, payment certainty, and enforceable risk clauses rather than eliminating intermediation. Distributor
legitimacy similarly depends on showing that observed price gaps correspond to verifiable services and risks. Without
firm-level contracts, costs, quantities, margins, rejection events, and payment records, this study cannot rank or judge

any named producer, miller, distributor, farmers' association, or retailer.
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