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FOREWORD 

As rice is the most outstanding farm pI'oduct in Taiwan and is 
the basic food to a great majority of the p,o,pulation, its marketing has 
played an important role in the field of agricultural marketing and has 
been of great concern to the government and the people. With a view 
to ascertain the details in the marketing of rice, the Rural Economics 
Division of JCRR undertook in 1953 a project "A Study on Rice Market-
ing in Taiwan." 

This study was initiated in March 1953 and completed in Septem-
ber 1954. The planning and economic analysis were undertaken by the 
staff of the Rural Economics Division of this Commission while the field 
work and statistical calculation and tabulation were done by four under-
graduates of the Department of Agricultural Economics, National Tai-
wan University. Cooperation was also obtained from co'ncerned govern-

. ment and private agencies in furnishing pertinent information and data. 

Preparation of this report has extended over sometime. It was 
originally scheduled to be published in the fall of 1954, but the coUec-
HOin of additional information and revisions of the draft report based on 
comments received from within JCRR resulted in the delay of its release. 
This study is expected to serve as an important reference in the formu-
lation of food programs of the government and for sU'engthening rice 
marketing operations in Taiwan. 

Chiang Monlin 
Chairman, Joint Commission on 
Rural Reconstruction 
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RICE MARKETING IN TAIWAN 

1. INTRODUCTION 

Rice is the basic foo.d item to. a great majo.rity o.f the Po.Pulatio.n, 
and has been the most important agricultural product of Taiwan. With 
favorable climate, adequate irrigation facilities and the availability ef 
impo.rted commercial fei-tilizers, Taiwan normally pro.duces a large quan-
tity Df ri.ce which i.s nDt Dnly sufficient Ito' me,et dDmestic requirements 
but leaves a considerable amount o.f surplus fOT export. 

'f,o bridge over the gap between prDducers and consumers, there 
requires many services from the middlemen, the various types of rice mer-
chants. Farmers grDw rice and reap paddy which needs storage for later 
consumption or sale. It must be. milled first into brown rice and then 
from brown into polished rice to make it suitable for human consumption. 
Moreover, various means of transportation are needed to take rice to 
places where the consumers can obtain it. The'se are only some Df the 
important functions performed by rice merchants in rice marketing. 

In Taiwan, the main emphasis of food administration work is la.id 
Dn the increase ,of food prDduction and on the regulation of food supply 
and demand. About one third of annual rice p,rroduction is collected 
through taxation, barters and other means for the disposal of the gov-
ernment. The rice collected is used for rations to specific groups of 
people who com!}rise about one fifth of the total population, for stabili-
zation sales when there are great changes in rice price and for expDrt. 
But to the general populace, the free rice markets in every township and 
city are Ithe main sources of fDOd supply. The rice merchants in the mar-
ke~ are allowed a free hand in the marketing of rice provided they 
observe all fooOd regulations proclaimed by the governmen~,. 

To ascertain current practices in the assembling, grading, proces-
sing, storing, transporting and financing of rice, the Joil1Jt Commission on 
Rural Reconstruction has undertaken a study ()In rice marketing for which 
the set goals are as follows: 



(1) To obtain basic information regarding the history and organi. 
zation of various important rice markets. 

(2) To ,observe the marketing channels in various impoItant rice 
markets. 

(3) To observe how transactions in rice are made and how market 
prices are determined in various important rice. markets. 

(4) To investigate tlle functions and services performed by dif. 
ferent kinds of rice merchants. 

(5) To, study price spre'ads amo-ng farm, wholesale and retail mar-
kets of rice in relation to marketing costs incurred in various marketing 
steps. 

(6) To obtain basic information on the current status of rice 
storage, processing, packing and transportation facilities. 

(7) To ascertain how the gove~nment carries out the ,c,ontrol of 
rice marketing. 

Since Taiwan's Restoration to the Republic of China, the opera-
tions of ~ice export and import have been handled ellltirely by the 
Prolvincial Food Bureau which designaltes the GentralTrust of China as 
its sole agent. The Rural Economics Division of JCRR already prepared 
in July 1951 a repo:rlt on' Rice Export Problem in Taiwan covering de-
tailed description and analysis of rice export and import of Taiwan in 
both prewar and postwar years, factors affecting rice exportt, possible 
markets for Taiwan rice and recommendations for promoting the exp,ort. 
For this reason, we deal only with rice m&,rkeli:ing in the domestic market 
in this report. 

It is believed that the completion of this study will provide some 
basiJc data and information for the formulation of fond programs of the 
government. It will also help strengthening rice marketing operations 
of both public and privwte enterprises. 
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failures in numerous experiments, the efforts made by a number of J a· 
panese rice specialists in the development of new varieties from this 
species finally were .compensated with a great success in 1922. Ponlai 
rice is high in unit yield, short in growing period and good in milling and 
table quality. It has also a taste favored by the Japanese. It was 
through the extension of Ponlai rice that rice pvo:duction on the island 
was greatly increa&ed after 1922, resulting in greater amount of surplus 
rice for ex:port. 

Beginning 1923, rice exp-ort played an important part in the rice 
marketing of Taiwan. The export was mostly made ,to Japan and was 
dominated by Japanese exporters on the island. 

1. The Establishment of Taiwan Rice Exchange 

For the purposes of efficiently handling rice transaction in large 
amount and providing rice marketing news and daily quotations to various 
rice markets scattered over the island, some leading rice exporters de-
cided early in 1904 to organize a rice exchange following the pattern of 
rice exchanges in Japian Proper. A move oln this maltier was passed by 
the Chamber of Commerce of Taipei City and a request was submitted 
to the colonial government for approval. However, tlbis request was 
turned down by the latter because it felt that such an exchange would 
aid speiculation. The Chamber -of Commerce made a sa-me request in 
1914 and it was again turned down for the same reason. The colonial 
government did not grant permission to the organization of a rice ex-
change m1it.il 1924 when the Taiwan Rice Exchange was finally establish-
ed in J uneof that year. 

The Taiwan Rice Exchange had one chairman, one deputy chair-
man, one standing director and eight directors to form the Board of 
Directors, who were all elected by and among its members. Its daily 
business was handled by one secretary and a number of assistants, ap-
pointed by the Board. All registered rice mel'chants were e'ligible to be 
members of the Exchange with the introduction of two members and tho 
Board's approval. The members were given the privilege of mak,ing rice 
transaction in the exchange, but had the obligations to pay membership 
fee and observe the rules and regUlations of the Exchange. The opera-
tion fund of the Exchange was raised through the collection of member-
ship fee, transaction charges, interest from guarallit€e funds and other 
incomes. 



2. Operation of the Exchange 

The business hour of the Taiwan Rice Exchange was six hours a 
day on weekdays, from 9 a.m. to 3 p.m. There was no market on sun-
days, great festival days and national holidays, bult a temporary market 
might be held if necessary. The Exchange employed three rice 
specialists to; be rice commissioners tb decide daily standard rice 
price, which was set twice a day with reference roo the bidding and 
volume ,of tl'ansa,ction in the Exchange in the rno'rning and afternoon and 
the rice price in T;okyo market. These standa;rd rice prices were posted 
on the bulletin board in the Exchange and hroad'ca'sted twice a day. 

There were a number of brokers just as in anyOlther exchange. 
The brokers were men with defin1te residence in Taipei City and wide 
experience in rice marketing. They were required to pay a certain 
amount ,of guarantee fund before starting business. They weTe nott 
allowed to make transadions themselves but aClted only as go-betweens 
in any deal. This was, h:owever, merely a routine l'egulation, as they' 
could easily buy and sell through members of the Exchange. 

There. were two kinds of transactions in the Exchange, spot trade 
and future trade. One of the two parties in spot trade might nott .be a 
membe,r of the Exchange, but in future tradeo·nly the members were 
allowed. The deltails of making transactions are briefly described below: 

a) Spot trade was made thl'Ough bidding on rice sample. The 
rice sample was placed in a given plate. Its specific grade. and variety 
were written on a blackboard. Then one broker represe,nltling the seller 
and other brokers representing the buyers would start to, bid by calling. 
When the buying price met the selUng l?rice, the bidding was completed 
which was followed by registration in the office of the Exchange and a 
formal contract. Delivery rof spot transaction was crestricted to within 
five days. If the spot transaction was made between a member and a 
non-member, the latter was required to pay ¥ 0.02 per 60 kilograms 
charges for services rendered by the Exchange. 

b) Future !trade was also made through bidding -on sample but 
the amount of rice involved should be at a minimum of 500 kg. Another 
difference was that Ithe buyer might be asked to pay a certain amount 
of guarantee fund after the conclusion of a cOl1ibract if deemed necessall'Y 
by the Excthange. The delivery ·of rice in future trade was restricted to 
within 46 days from the day entering a co:rutlract and the place for de-
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livery should be one of the three cities of Taip,ei, Keelung and Kaohsiung. 
Rese.11ing and buying back were allowed in the Exchange. 

3. Effects of the Exchange 

In the :first three years anter the establishment of the Taiwan Rice 
Exchange (1924-1927) the volume of transactiooJU was not as large as 
expected. This was due to the fact that the colonial government then 
strictly prohibited future trade in the Exchange to prevent possible specu-
lation. Beginning 1928, however, future trade of rice became legal, 
which immedia.tely brought prosperity to the Exchange. According to 
some expe~ienced rice merchanlts, the volume of transaction in the Ex-
change after 1927 varied from 1,800 MT to 6,000 MT a day, of which 
future trade occupied almost one half. 

It is evident that the Taiwan Rice Exchange exercised great in-
fluence in dce marketing in Taiwan during the Japanese occupation. 
Its effects i{)ln general ;rdce marketing may be briefed as follows: 

a) Standardization 'O:f Rice Price 

. Before the inauguration of the Exchange, rice price's in different 
localities varied from one another and there was no standard rke price 
on ilie island. This caused inconvenience as well as liQlSS to both pro-
ducers and rice dealers because they did not· know what was the real 
going market price to sell or purchase. Following the establishment of 
the Exchange, its daily rice quotations gradually became the standard 
rice prices on the island. Rice price information in Taipei City and 
TokY'O market and ,other marketing news were also disseminated by the 
Exchange every day through newspapers and radio broadcast. Thus rice 
producffi"S and dealers could take the rice quotatio:ns of the Exchange as 
dependable reference in rice transactions and would no longer w>otrry of 
bejng fooled by the opposite party. 

b) PromOillion ·of Rice Export 

In ea~lier days rice exporters efiCiountered many difficulties in 
assembling rice for export. As the quantity of rice for export was usually 
la~ge, the exporters had to assemble rice from scattered markets. This 
resulted in increased marketing cost and sometimes delaying the sche-
duled shipment. Furthermore, as mentioned above, their 'olperations were 
also hampered by the absence of a standard rice price. These djfficulties 
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were removed after the establishment of the Taiwan Rice Exchange, as 
riee exporters could purchase the needed rice on time through the Ex-
change at a going market price and of a standardized quality. It is 
evident that services rendered by the Exchange had eontributed greatly 
to the increase I{)f rice expo!1t during this period. 

c) Stimulation of Speculation in Riee Trade 

Speculation in rice trade automatically occurred as trade in futures 
was made in the Exchange. Rice merchants were likely to make profit 

. out lof the change in price and many speculative practices such as selling 
short and buying long were therefore prevalent. They usually contribut-
ed to a fictious apparent supply and demand which enlarged the volume 
of transactions but at the same time stabilized to some extent the rice 
price in off-seasons and in the months after harvest. Generally speaking, 
the speculation in rice trade at that time produced more favorable than 
harmful effects. It brought no disturbance to the rice market and no 
disorder in rice price, as the colonial government watched closely the 
operaition of the Exchange and the general economic condition in Taiwan 
during the existance of tne Exehange was prosperous and stable. 

C. Strict Control over Rice Marketing in Wartime (1938-1945)* 

The whole Japanese Empire entered a state of emergency follow-
ing the outbreak of the Sino-Japanese War in 1937. As the first step 
towards food control, the Taiwan Rice Exchang'e was ordered to close in 
1938 and rice export was monopolized by the colonial government in 
1939. Strict control over domestic rice marketing was imposed in 1940 
as a result 'of the intensified Sino-Japanese War and thus collection, pro-
cessing, transportation, Sltorage and export. of rice in Taiwan were all 
under the close supervision of the colonial government. Free rice mar-
kets ceased to exist after June 1940 and the rice merchants were left 
with no business of their own but to mill rice for the colonial govern-
ment and to sell rice allocated by it for distribution to the general po-
pulace. 

After June 1940, fOQd control was exercised largely through two 
organizations: The Food Corporation and the Ri.ce Collection Coopera-
tives. The former l which was a semi-official enterprise and had branch 
offices throughout the island, was empowered by the colonial government 

.. See Food A:dministration in Taiwan: JCRR Economic DDgest Series N'o. 3. 
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to handle rice processing (from brown to white) and domestic distribu-
tion. The latter in which participated all local rice mills associations, 
food merehan1:.s' guilds and farmers' associations, were entrusted to un-
d€'t'tbake the compulsory purchase of paddy for the government from all 
rice producers and landowners on the island, the sto!rage of collected 
stock, the processing of rice (from paddy to brown) and the shipment of 
brown rice from warehouses to the branch offices of the Food Corporation. 
The details on rice control are briefed as follows: 

1. Rice Export 

Prior to rthe promulgation of the Rice Export Act passed by the 
Japanese 74th Diet in 1939, rice export from Taiwan was undertaken 
by Japanese impoI1ters with no restriction by the government. After the 
promUlgation of that Act, expoT't became a government monopoly and no 
merehants were allowed to take part in it. The colonial government 
entrusted the Rice Collection Co'operatives in various localities to collect 
the rice required for export. The government then shipped and de-
livered the exported rice to the Japanese Ministries of Agriculture and 
Forestry, of Army and of Navy, which worked out respective distribU'tion 
plans in Japan to meet civilian and military requirements. 

2. Rice GoUection 

The Rice Collection Coopera'tives were empowered to pu~chase all 
merchantable paddy in their respective regions and to mill such paddy 
into brown rice for the dispo'sal of the col:onial governmenit" Beginning 
from the 1irst rice crop in 1941, all landowners and farm families were 
allowed to keep only the amounts of paddy needed for their household 
c'onsumption and rice seed, and were required to sell all that was left-the 
merchantable paddy-to the Rice Collection Coo,peratives at an official 
price. Thus the colonial government was in complete control :of mer-
chantable rice on the island. 

3. Rice Distribution 

The amounlt of rice for distribution in each township was worked 
out alCcording to actual requirement fOiUowing a spot investigation. The 
rice was distlributed by the Food Corporation and was sold at a uniform 
price set by the colonial government. The sale of rice was handled by 
rice merchants who seTVed as agents of the FOlod Corporation and were 
paid a handling fee for lUheir service. 
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The rice merchants could get a certain amount of processing fee 
if they we're designated by the Corporation to mill rice. The milling rB.lte 
of brown into plolished rice should not be less than 93 per cent for Ponlai 
variety and 94 per cent for Tsailai variety and subsequent broken !rice was 
not allowed for private consumption ,or transacbon but should be sold 
to the Rice ColleCition Cooperative. The islanders then were allocated on 
the average only 8.4 to 10.8 kilograms of brown me per month, an 
am.ount far from sufficient Ito meet their requirements. 

4. Rice Price 

When the island-wi.de rice collection and distribution program was 
first launched, the prices of paddy and brown rice weTe set by rt:!he Rice 
Collection Cooperatives according to their respective local conditi'ons. 
Later on, the colonial governmenlt established uniform prices for both' 
paddy and brown rice and applied them to all purchases from farm 
families throughout the island. These official prices were quite low, tak-
ing into consideration the currency inflation at that time and Itheir dis-
parity with pri'ces ,of general c'ommodities. Worse still, Ithese prices were 
very seldom adjusted. 

The low official price and insufficient amount of rice ration in-
evitably led to the creaJUon of black markets in most densely pop1ulated 
centers. The black market rice came for most 'part from farm families 
which saved some rice from home consumption. Its pric~, of course, was 
much higher than that of the rationed rice. 
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m.RICE MERCHANTS AND RICE MARKETS 

A. Classification of Rice Merchants 

Based on the nature of business and the functions performed, rice 
merchants are generally classified into shippers, wholesale~ jobbers, re-
tailers, millers, warehousers and brokers. In fact, a rice meJ.'ehant may 
peciorm !two or more functions at the same time and therefore the elassi-
ficaHon of rice merchants is not so simple .. The Provincial Food Bureau. 
now cl·assifies the rice merchants into five types, namely: 1. wholesaler 
and shipper; 2, retailer and jobber; 3, warehouser; 4, miller, and 5, 
broke'r. If a rice mevchant operates more than one kind of business, he 
will be classified accOTding to his major business. For instance, a rice 
mill may undertake also sihipping,storing, wholesaling and retailing of 
rice but is classified as a miller because its chief marketing operation is 
milling. 

From this survey, it is found that rice merchants ,in Taiwan can 
.further be 'grouped into the foHIO,wing types in accordance with their 
actual operatiOOl: 

(1) Shipper, miller, wholesaler and retailer 
(2) Shippm-, mill~r and wholesaler 
(3) Shdpper and wholesaler 
(4) Miller and retailer 
(5) Miller and warehouser 
(6) Retailer 
(7) Broker 
(8) Warehouser 

The above classitkation appears cIoser to actual practice than the 
Food Bureau's. 

Although business operations vary with different types of rice mer-
chants, there is a general pattern of each type which can be briefed as 
follows: 

1. Shipper, miller, wholesaler and retailer 

'Dhis .type of rice merchants can be found in the markets of both 
rice-surplus and rice-deficit areas. They usually aasemble paddy or brown 
rice from ne'arby rural areas O'r from other localities to their mills for 
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stOTage and 'processing, and then sell the brown or polished rice to other 
me'rchants and direct >consumers. Because they handle a number of mar-
keting functions, their profit is like]y to be greater than that of OIther 
rice merchants. However, they need a considerable amount of fixe·d as-
sets and working capital to run their business and must also possess a 
shop with processing equipment and adequate space for storage and 
retail sales. 

2. Shippel', miller and wholesaler 

This type of rice merchants is also found in the markets of both 
rice-surplus and rice-deficit areas. Their business operation is about the 
same as that of the above type but they do not sell rice at retail. Their 
volume of transaction is generally larger than that of other types and 
consequently more working capitt,al is needed. Among all rice merchants, 
they usually carry weight in the local rice merchant's association and 
have great influence in the supply of rice to the market, 

3. Shipper and wholesaler 

This type of rice merchants is not large in number and can be 
found only in markets of rice-deficit area's. Their major operation is to 
ship paddy or brown rice from rural areas and sell it to local millers and 
reltailers. They need not have large storage and processing equipments 
and require therefore, less fixed assets. 

4. Miller and retailer 

This type of rice merchants is most common among all types of 
rice merchanlts. They usually own only a small sho'p and a set of huller 
(milling machine). Brown rice is bought from local millers and whole-
salers and milled to polished rice for sale to consumers. They also mill 
rice for di!I'ect consumers and retailers who have no' milling equipment, 
but seldom hull paddy into brown as this processing practice is not pro-
fitable on .a small scale. 

5. Miller and warehouser 

Some rice mills with large storege space and adequate processing 
equipment do not buy and sell rice, but undertake the processing 
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operation only. They usually store and mill rice for the Food Bureau and 
for big ,consumers 'Such as factories, compranies and military units and 
get Ithe processing fee and some by-products in return. They need not 
have much working capital and bear no business risk, but must have a 
large investment in fixed assets. Such millers and warehouseTs are 
usually found in the markets of rice-surplus areas and most farmers 
associations are doing food business of this type. 

6. Retailer 

Rice retailers a:re scattered in all townships and cities. They buy 
polished rice from mHlers or wholesalers and· retail ilt to the consumers. 
A rice retailer may be a grocery, or may at the same time sell sweet 
potato or wheat flour lor both. 

7. BIIo'ker 

Rice brokers are the middlemen between buying and selling rice 
merchalllts. Their chief function is to negotiate and arrange rice trans-
actiJons for their consrigners, for which they will ge1t a small c'ommission 
(generally about 1 % of sale value). They must have good reputation in 
commercial circles as well as considerable real estate lest both buyers and 
sellers would not trust them. The total number of brokers in the pro-
vince is small. They are found only in important rice markets such 
as Taipei, Tainan and Pingtung. 

8. Warehouser 

Normally, two functions are performed by a rice warehouser: to 
store nee for rice holders and to finance rice holders with loans with the 
store.d rice as security. The rice warehousers in Ta.iwan, however, now 
perform only the storage function. Even the rice warehouses run by com-
mercial hanks do not extend any loan on mortgage basis as it is pro-
hibited by the government to prevent rice hoarding. 

Of the total rice me'rehants, Type 4 (miller and retailer) undoubt-
edly ,occupies the major portion, . Type 1 (shipper, miller, wholesaler and 
retailer) and Type 2 (shipper, mille'f and wholesaler) ranked the 
second, Type 3 (shipper and wholesaler) and Type 6 (retailer) take the 
third and Type -7 (Broker) and Type 8 (warehouser) are few in nume 

ber. 
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made in January 1953, and provides that Ithe minimum amount of capital 
required by a rice retailer or jobber, a rice wholesaler or shipper, and 
a broker are NT$3,500, NT$7,500 and NT$3,500, respectively. 

The registration procedures are regulated as follows: 

(1) In the case of a rice firm or store, the appllicant must 
fill an application form and three copies of a registration fQrm and send 
them to !the local government for approval. But in case of a rice cor-
poration, the 'applicant must send also the ce,rtificate issued by the Minis-
try of Economic Affairs, its organizational rules, business statement, and 
lists of i:ts directors, supervisors and staffs. The procedures for rice 
warehouse registrati'o'l1 are separately stipulated in the Agricultural Ware-
house Act. 

(2) After recelvmg the application wilth {)ther attachments, the 
local government must make a recommendation and within five days send 
two copies of the registration form to the Provincial Food Bureau for ap-
proval. 

(3) When the application is approved, a Food Business Permit is 
issued by the Minis.try of Finance through the Foc-d Bureau. 

(1) If. rice merchant is going to suspend or close his business, he 
must report to the lo-cal government ten days in advance and request the 
withdrawal of his Food Business Permit. If he changes the fonn rOlf his 
business, he must apply for a change of registration ten days in advance. 
If he transfers his business to another person, he and the person involved 
must jointly apply :f.or a change of'registration and request the issuance 
of a new business permit ten days in advance. In all these cases the 
local government must make public announcement within /ten days after it 
receives the applicati1on, and report to the Food Bureau for reference. 

(5) The Food Bureau must report every month the disposition of 
registration cases, to which must be attached one copy each of the 
registration fOIms submitted' by rice meflchant.s, to the Ministry of 
Finance for reference. 

(6) The applica:t.ion and registration fionns a.re given free by the 
local' government, but costs of the Food Business Permit must be paid by 
the applicant. At present charge for one such permit is NT$10. 
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In the case of a rice mill, the appUcant must obtain beforehand 
a written approval for its eSitablishment from the Provincial Depar.tnient 
of Reconstruction. A:t1t.er receiving the Food Business Permit, the appli-
cant is :required to register with the PDR in accordance with the Rules 
Governing the Registration of Factories in Taiwan and get a Factory 
Registration Permit at a cost ,of NT$20. * Without this permit, the rice 
mill cannot apply for tthe supply of electricity. 

Since the current electricity supply is not sufficient to meet the in-
creasing demand as the number of rice mills at present is considered 
enough for local requirements, the PDR has tentaltively restricted the 
establishment of new rice mills in certain areas since January 1952. 
H.owever, Ithis restriction will be lifted as SOiOn as electricity supply is 
increased. 

Because the amount of capital and other conditions required by rice 
merchants are easily comp>i>led with, there are numerous rice merchants at 
present. As ·of the end" of 1953, the number of rice merchants register-
ed with the respective local government totalled 10,429. 

A'coording to the Provincial Food Bureau, a great majority of rice 
merchants have registered for handling more ~,han one item .0'£ business 
but the Bureau has not compiled data to show the number of registered 
rice merohants fo'r ealCh dan as indicated previ,ollsly in SeCitjon A of this 
Chapter. TherefoTe, we can only present the number of registered rice 
merchants acC'o;rding to their major business to show ~he distribution of 
rice merchants in various cities and hsien as follows: 

... Tlhe Rules Goveminog the Registration of Factory in Tai,wan was promulgated by the 
P,rovindall Government of Taiwan in June 1950. 
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C. Distribut10n of Rice Merchants in Various Cities and Hsien in 
Relation to Civilian Population. 

There is a close relation bed;ween the numbea:' of rice merchants and 
local populalti,oill. Under normal c,onditions, the denser the local popula-
tion, the more /the rice merchants. It has been indicated in the previous 
secti,on that the Itotal number of rice merchants increased from 6,791 to 
10,429 in 1948-1953. During the same period, the population increase in 
Taiwan has also been enormous. According to .the Provincial Depart-
ment of Civil Affairs, the toltal civilian population was only 6,801,601 in 
1948 but increased to 8,437,226 in 1953. The following table is compiled 
to show the distribution of registered rice merch,ants of all types in vari. 
ous hsien and cities in reJati,on to civilian populatiOln: 
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1103, 1141, 1266, 1379 and 1140 respectively. Compared with the figure 
of average dis.tribution, it seems that too many rice merchants are 
operating in Keelung City and that too few in the other five prefectures. 
Generally speaking, Ithere are more rice merchants in the five cities than 
in the sixteen hsien with· the only exception of Taichung CiJty, as farmers 
constitute a large portion of the population in the various hsien who 
natua:-ally need less services from rice merchants. 

However, the civilian populati,on figures in Table .5 d,o not exclude 
certain groups of peo.ple who are rationed with government rice such as 
government employees and their dependents, st.udents, miners, salt workers, 
destitute people and prisoners. According to the Pr-o'vincial Food Bure'au, 
the total rice raltion in 1952 excluding that for military personnel was 
182,098 MT of b1'lownrice, ~hich would have furnished about 1,270,000 
persons, assuming that per capita rice consumption was 143.44 kg. Ow-

. ing to t.he lack of available data, we cannot however, make further 
analysis of the distribution of civilian. population excluding people re-
ceIvmg rice rati·ons in various hsien and cit.ies. These specified 
groups do no·t purchase. ri'ce from the market or sell rice to rice mer-
chants, but still depend on rice mills to' mill rice for them, as all rice 
rations are in brown rice not readily suitable for human consumption. 
Theref,ore, rice merchants still render services to the peo'ple receiving rice. 
rations from the government. 

D. Direction and Supervision of Rice Merchants' Activities* 

The activities of rice merchants are directed and supervIsed, ac-
cording to the rules, by local city /hsien government which is assisted by 
the district food office and the police bureau. The city jhsien govern-
ment has the responsibility to' see that administrative orders of the gov-
ernment are enforced to the rice merchants through their association and 
that all governmental measures are strictly observed by them in conduct-
ing their business. 

Among other things, the Revised Rules Governing the Registrati.on 
ef Food Merchants and separate administrative orders of the Provincial 
Government have stipulated the following: 

(1) All rice merchants must keep daily accounts .of the amounts of 
rice trarusaC/ted and cash received, and a kind of uniform journal 

• See Food A'C!min~stratkm in Taiwan: ]eRR Economic Digest Series No.3. 
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is designed by the Food· Bureau fOT such purpose. They 
are required to send to the respective hsien/city government 
through their association four kinds of regular reports namely, 
(a) the monthly report of rice processing and warehousing, 
(b) the detailed statement on amount of rice stored in rice mm 
consigned by rice farmers and land owners, (c) the ten-day 
report of buying and selling rice, and (d) the detailed state-
ment on buying and selling rice (attached to the p['eceding 
report). All the uniform journals and report and statement 
forms a1'e printed by the Food Bureau and sold Ito, rice mer-
chants at cost price. The city /hsien government must dis-
patch its personnel from time to time to check the accounts.· 

(2) No rice merchant shall be allowed to conduct any business 
other than items stated in the registration. 

(3) No. rice merchant shall undertake hoarding, or speCUlation, or 
manipulation of the market, or transfer his business to ano.ther 
person without the approval of the government. 

(4) No. rice merchant shall hide or refuse to sell his rice stock. 
For every shipment he bought in, he shall sell it out within ten 
days after arrival, and if he cannot sell it all within ten days 
after arrival, he shall report to the district food office and the 
latter shall aITange for him ,to. sell the remaining quantity to 
local consumption organizations. The same shall apply to his 
rice stored in .his own warehouse or other warehouses. 

(5) When a rice merchant purchases· rice from farmers or land-
owners or other rice merchants, he shall ship his rice immediately 
to his firm. If he cannot do so because of transpo'l'tation or 
other difficulties, he shall store the rice only in a private ware-
house or in the warehouse of a local Farmers' Association that 
has been regist.ered with the government. 

These stipulations are rather severe and violations are subject to 
administ.rative prosecution or legal action. But before 1953, they were 
seldom strictly enforced by local governments. In January 1953, rice 
price in the Province began to rise steadily. The rice quotation on Jan-
uary 31 was increased by as much as 18% compared with that on January 
1. Hence, the Food Bureau mobilized in February 1953 all the staffs of 
local food offices to carry out the above measures in full swing in collabo-
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ration with local law courts and police organizations. Spot investigations 
were made by the food offices to check the validity of the reports sent 
to them by rice merchants, to find out cases violating the control mea-
sures, and to direct rice merchants how to handle their business legally. 
The police organizations also sent their men now and then to make spot 
checks in Jlocal rice markets. Thus, many cases of hoarding, hiding 
rice stock and false reporting were uncovered and' reported to the District 
Procurator's Office for judical investigation. 

E. Punishment to Rice Merchants Offending Food Contuol Measures'" 

The punishment to offenders of food control measures in Taiwan, 
as in other provinces on the Mainland, has been based on the Regula-
tions Governing Punishment of Food Offenders. These regulations were 
promulgated by the Central Government in November of 1948, but were 
revised by the Legislative Yuan on November 29, 1952 to fit the special 
conditi-on on the island. If a rice merchant is discovered to have violat-
ed the food control measures, he shall be punished according to the above 
mentioned Regulations. Any government organization or individual can 
report cases of such violations to the District Procuratior's Office for in-
vestigation and ,refera1, when meritted, to the' District Court. Punish-
ment to those rice merchants :f:ound guilty as food offenders· shall be 
imposed by the District Court. 

Any rice merchant who refuses to sell his stock or fails to sell his 
stock within the time prescribed by the government will be c,onsidered 
as hoarder. Severe punishment will be imposed. on these rice merchants 
which at the extreme. might be death. According to the Regulations, 
the punishment, however, varies with the quantities of rice involved in 
the case. The details of which are as follows: 

(1) For cases inVioJving 5,000 shih piculs of paddy, death or life 
imprisonment or at least ten years imprisomnent. 

(2) For cases involving 3,000-5,000 shih piculs of paddy, life im-
prisonmenit or a.t least seven years imprisonment. 

(3) For cases involving 1,000-3,000 shih picuIs of paddy, three 
to seven years imprisonment. 

(4) For cases involving 500-1,000 shih piculsof paddy, one to 
three years imprisonment. 

• See Food Administration in 'ta.iwan: JC RR EconOlll1ic Digest Series No.3. 
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(5) For cases involving 200-500 shih piculs of paddy, six months 
Ito one year imprisonment. 

(6) For eases involving less than 200 shih piculs of paddy, deten-
tion under custody or a fine ,of below 1,000 silver dollars· 

The paddy in cases 1-5 shall be confiscated after court judge-
ment is passed, but punishment provided for case 6 needs not be imposed 
if the offence is considered not serious. For cases involving brown rice 
or p,olished rice, the conversion rate of paddy to brown rice or polished 
rice is 2 to 1. Beside hoarding, anyone of the following offences shall 
also be subject to punishment: 

(1) Speculation'lon the rice market. 
(2) Purchase of green crop of rice. 
(3) Violations againSit government's restrictions on purchase and 

transportation of rice outside the food district and between 
various food districts, and on sale of rice at a ,price higher than 
the ceiling price and not within .the /time limit. 

(4) Vi,olations against government's restrictions on the storage of 
rice and the milling of brown rice to white rice. 

(5) Rice merchants who fail to keep detailed accounts of daily 
transactions or fail to repom on business conditions regularly to 
the local government. 

For cases 1-2, the offender shall be punished with at most three 
years imprisonment, IOIr detention under custody, and may at the same 
time be fined with the equivalent of the value of rice involved. Under 
these cases, any contract entered into shall also be considered invalid. 
A fine equivalent to the value of rice involved shall be imposed for case 
3, and for case 4 the punishment shall be a fine of less than 500 silver 
dollars in addition to a possible confiscation ,of the rice involved; A fine 
equivalent to one half of the value of the rice involved shall be imposed 
for case 5. 

F. Rice Merchants' Association 

1. Local Rice Merchants' Association 

According to the stipulation of the Revised Rules Governing the 
Registration of Food Merchants, a rice merchants' association must be 

--? 
• Following tlhe ,failureOif the "gold y;uan" currency in ~he s!)ring of 1949. a "si1v~r 

yuan" note was ,inltrodU!coo as tlhe national currency, ,~hic:h is payable in si.lV'er doUru-
on the ,ratio OIf Qne to one. ACICoroingly, the fine sti,J)i\llated in aU laws and alcts was 
revised lin ~erms of sliiJve,r dollar in 1949. The offidal rate of s-ilver dolilar to NT$ 
was annouUic'ed by the CentI"all Government in 19S{) to ibe 1 to 3. 
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formed when there are more than three rice merchants in a locality. All 
registered rice merchant,i except FAs and cooperatives must join the local 
association or have their registration cancelled by the g,overnment. In 
each hsien/city, there is a rice merchants' association with its head office 
in the city or township where the city/hsien government Ioeates. The 
only exception is the Taichung Hsien Rice Merchants' Association whose 
head office is in Taichung City.* Only a few associations have branch 
offices in the important townships of the respective hsien OT city. Most 
associations usually contact their members in other townships through the 
representatives elected by their members, c,orrespondence and' general 
meetings. Membership fee is collected monthly by the Association, 
which varies from NT$3 to NT$100 for each member according to its 
business volume in different hsien and cities. 

Each association has its own organization rules, in which the 
general pr{)visions, membership, staff members, functions of directors 
and supervisors, kinds and functions of meetings and finance and ac-
counting are stipUlated in detail. These rules are approved by the 
general meeting and submitted to the respective Hsien/city government 
for information. The following is the general pattern of the organization 
of all local rice merchants' associations: 

(1) There are nine directors and three supervisors to be elected 
at the general meeting by and among its members. 

(2) A chairman is elected by and among the directors, who 
represents the association in all enernal affairs. 

(3) A general manager is appointed by the directors, who is 
in charge of the routine work of the associati,on under the 
direction and supervision of the chairman. 

(.4) There are four kinds of meetings, namely: (i) the general 
meeting to be called once a year; (ii) the extraordinM'Y 
general meeting to be called whenever necessary; (iii) 
the direc.tors' meeting to be called once a month; (iv) the 
superviso!l's' meeting to be caIled once every three months. 

The chief functions of the Associations are to promote the general 
interests of members, improve the technics in rice marketing, and assist 
the government in carrying out the governmental food. policy. The· 

III Belfore the re-tLivision 0.£ adimin,istration areas of aM hsien and cities on 1950, Ta1-
chung Hsiencoveroo all the areas now under the jurisdiction of tihe hsi'cn of Nan-
tou, Ohanghua and Tl3.idhun.g. 
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sale of government rice is generally handled by them. They assist 
members in applying for shipment certificates, in preparing business re-
ports and in keeping accounts, and arbitrate disputes arising among their 
members. During the rice crisis in spring 1953 many associations under-
took collective purchase and transportation of rice and sweet potatoes 
for their members. 

2. Provincial Union of Rice Merchants' Association 

The rice merchants' associations of various hsien and cities have 
formed the Provincial Union of Rice Merchants' Associations with its 
headquarters established in Taipei city. The chief functions of the Union 
are to seek coordination among member associations and to safeguard 
their interests and development. 

Each prefectural rice merchants' association may send 2 represen-
tatives to join the UnIon. But if it has more than 100 members, one 
more representative may be sent for every additional 100 members. 
The Union has 25 directors and 7 supervisors elected from members in 
its annual plenary session. Seven standing directors are elected by and 
among the directors and one chairman is elected by and among the 
standing directors. One general manager and a certain number of as-
sistants are appointed by the chairman to take charge of r:outine work. 
There are four kinds of meetings, namely; (i) the plenary session to 
be called once a year; (ii) the extra-l{)rdinary congress to be called 
whenever necessary; (iii) the directors' meeting to be called once every 
two months; and (iv) the supervisors' meeting to be called once every 
four months. 

The needed expenditure of the Union is met by :the collection of 
membership fee according to the size of representatives, the free contri-
bution of its members and other incomes. 

There have been fewer achievements'{)f the PIIovincial Union than 
the local Rice Merchants' Associations. As the Union has no practicable 
activity, it serves at present only as a liaison agency between the Pro-
vincial Government and local assoeiations and as a coordinator among its 
members. 

G. Major Rice Markets and Marketing Channel 

1. Major Rice Markets 
In this study, rice markets are classified into two groups, namely 

rice markets in rice surplus areas and rice markets in rice deficit areas, 
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production. 'l'his estimate is considered to be close to the factual distri-
bution of rice in Taiwan, as the rural population occupies more Ithan a 
half of the civilian population and as rice consumption level of rural 
people is relatively high. 

The Provincial Food Bureau rations rice to armed forces, public 
servantts of all levels, immediate family members of military officers and 
public servants, destitute persons, students, prisoners and other designated 
group of people, ,(}If whom the total number is a little less than one 
fifth of the total population. The Bureau undertakes a mark~ stabiliza-
tion program by the sale and purchase of rice during off-season and after 
harvest. The export <J[ rice is handled by the Buteau which designates 
the Central Trust of China as its sole agent. Rice needed for distribu-
tion is obtained from a variety of sources including the collection of 
rural land tax and sum-axes in kind, the compulsory purchase of rice 
from landowners according to land size, the barter of rice for fertilizer, 
cotton cloth and dhreshers, and the repayment of rice production loans. 
The rice collected fr,om these sources amounted to about 30 per cent of 
the total rice production. The following chart shows the channels of 
collection and distribution of government rice: 
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IV. MARKETING OPERATION 

A. Buying and Selling 

Like the marketing of other commodities, buying and selling are 
the two primary functions' of rice marketing.. The current operation" of 
buying and selling of rice in Taiwan is briefed below: 

1 .. Methods of Buying and Selling 
The methods of buying and selling rice vary slightly among 
rural areas, rice-surplus areas and rice-deficit areas. The general 
practices iJl all areas are stated below: 

a) Sources of Rice Supply 

Rice merchants generally obtain paddy or rice from two 
sources; i.e. from farmers and from other rice merchants. 
As small rice mills are widely scattered in rural areas owing 
to the availability of electricity supply, farmers can e.asily 
sell their paddy to local mills or store it in them for sale 
later. When rice supply is abundant, farmers usually ship 
their paddy to urban areas for sale, bult in off-seasons, rice 
mills in urban areas often have to send persons to rural 
areas to purchase paddy from farmers. Rice retailers in 
urban areas seldom purchase paddy from farmers. They 
obtain polished rice from local millers and wholesalers. In 
addition to lo'cal supply, rice merchants in rice-deficit areas 
also buy rice from rice merchants in ,other localities where 
rice supply is abundant. They usually buy brown rice in-
stead iQf paddy to saVe transportation cost. The transac-
tion is usually made through telephone call although some-
times the buyers may dispatch Itheir employees to rice surplus 
townships ,m' cities to buy rice. Brokers iQrften play an 
important role in such transactions beltween rice merchants 
in different localities, as the two parties are not familiar 
with each other. Buyers' would. entrust brokers in 
rice-.sul1plus areas to purchase rice for them at a fixed range 
01 PlZice or even at current price, while sellers w()juld ship 
rice to rice-deficit areas when rice supply is abundant, and 
also entrust brokers to sell at current market price. 

b) Bases of Trading 
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There are three bases of rice trading: trading by inspection, 
trading by sample and trading by description. The first 
basis is widely adopted in transactions between farmers and 
rice merchants who usually inspect the paddy to determine 
whether its quality meets their demand prior to transaction. 
The second basis applies to transactions between two rice 
merchanJts in a same locality, while the third to transactions 
between two rice merchants who are acquainlt,ed with each 
other but in different localities. In case the quality of the 
delivered rice is lower than whwt was previously described 
or the original sample, the two parties usually negotiate to 
settle !the transaction by discounting the price. 

From the standpoint of modern marketing, trading by des-
cription is the most progressive of the trading bases, as' 
it facilitates transactions to a great extent. However, this 
basis of trading cannot be widely adop,ted in rice trade at 
present, because rice standardization and inspection systems 
have .not yet been properly established in the province (see 
Section C, Chapter IV), and because not all of the rice mer-
chants are enjoying a good reputation. 

c} Settlement of Price and Payment of Sales Proceeds 

The price in rice trade is usually settled between the buyer 
and seller with reference to rice quality and current market 
price. It is generally affected by the supply of rice in major 
producing areas and by the demand for it in large con-
sumption centers. (For factors affecting rice price, see 
Section A, Chapter V of Food Administration in Taiwan: 
JCRR Economic Digest ~ries No.3) The payment for 
rice purchased from fanners is always made in cash. The 
payment may be delayed if farmers are well acquainted 
with local rice mills. In rice wholesaling, buyers are often 
required to make immediate payment in cash, but a short 
delay may be acceptable if they know the sellers well. 
Foor transactions made between two rice merchants in dif-
ferent localities, generally one half or one third of the sales 
proceeds is paid by buyers as earnesit money as soon as an . 
agreement is reached, while the balance is paid upon the 
~rrival of rice at its destination. 
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Rice retailers generally sell rice to direct consumers for 
cash, but some of them sell it on credit because too many 
rice merchants in the locality has resullted in a keen com-
petition in rice sale, because the buyers are for the most 
part their neighbors or acquaintance, and because some ·of 
their customers may not have cash ,()in hand at the time of 
purchase.. As a result, many rice retailers have suffered 
from bad and doubtful accounts. 

2. Availability of Each Rice Crop' for Local Market 
There exists the double rice cl1o'Pping system on the Island. The 
first rice crop is commonly harvested frorm mid-May to late July 
and the second rice crop from late September to Mid-December. 
In Tainan area, where the three-year rotation system exists due 
to lack of enough water for irrigation, Ithe intermediate rice 
crop is harvested from Mid-September to late NOIVember. Con-
sequently the rice supply is always abundant from the latter 
part of May through January or February and becomes scarce 
fllom early March to Mid-May. The availability of each new 
rice crop, of course, exercises great influence over the buying 
and selling of rice. In dther words, the to:bal volume of trans-
actitOn must be larger in the months soon after 'the harvest and 
smaller in the off seasons. The following chart is compiled to 
show the time schedule of the availability of each new crop in 
various hsien. 
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3. Methods .of Measurements, Pre-Purch·ase and Marketing 
Inf.ormation 

a) Methods .of Measurement 

According to, the Regulations Governing the Measurements 
of Length, Volume and. Weight promulgated by the Na-
tional Government on :February 26, 1929 now still in force, 
the metric system of measures is the standardized and legal 
system which must be used for measurements in all business 
transactions. These regulations were, however, not strict1y 
enforced in respect. of rice trade in Taiwan until January, 
1953 when the Provincial Food Bureau iss'ued an adminis-
trative order through the rice merchants' associations !that 
all rice merchants must record their transactions in kilo-
grams instead of Taiwan cattles or Tai tou, failing which 
they would be subject to the punishment stipUlated in the 
Regulations Governing the Punishment of Food Offenders. 

Rice can be measured either by weight or by volume. As 
rice is often packed in gunny bags for the convenience of 
storage and t.ransportation, it is commonly measured by 
weight, especially in wholesaling. For transactions made be-
tween two rice merchants in different localities, metric ton 
and kilogram are the units commonly used for measuring 
rice. In retailing, rice is also commonly measured by 
weight in kilogram but the proceeds are always calculated 
in Taiwan catty or Tai tou. This. may seem confusing but 
does no great harm, as practically' all house wives know 
that the conversion rates of Taiwan catty and Tai tou to 
kilogram are 0.6 and 6.9 respectively except in Tainan City 
·and Tainan Hsien where one· Tai tou is equivalent to 8.4 
kilograms. In some prefectures like Tainan, Miaoli, Nantou 
and Kaohsiung, rice is still measured by volume in retail 
sales and the proceeds are paid in NT$ per Tai tou instead 
of Taiwan catty. 

b) Pre-Purchase 

Although pre-purchase and green sale are considered illegal 
'and prohibited in Taiwan (see Chap{er III), some big rice 
merchants in rice-deficit areas still make pre-purchase of 
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rice from rice merchants in rice-surplus areas. This pre-
purchase is usually made two' or three months before the 
harvesting of new crop by paying about one-third of the 
total ,proceeds as earnest money, and is always transacted 
at a price lower than the current price because it involves 
certain risk. If the seller fails to d,eliver the rice as he has 
promised, the buyer cannot sue him to law court due to the 
illegality of this practice. Furthermore, as rice price in 
some months later cannot be correctly forecasted, the pre-
purchase naturally means either gain or loss. For these 
reasons, ordinary rice merchants would hesitate to make pre-
purchase and take the risk. 

The green sale ().f rice crops was rather common in rural 
areas before 1951. This sale usually takes place one or two 
months before the harvest, as most farmers are then in need 
of money to meet urgent requirements. Because green sale 
is made only under severe financial emergency, the buyer 
can always conclude the sale at a low price. This malprac-
tice has, however, been checked to a some extent since the 
Spring of 1951 when the Food Bureau began to provide 
rice production loans to rice farmers. 

c) Marketing Information 

Marketing information normally includes such types of news 
as daily price quotations, growing condHion of current crops, 
data relating to acreage and production in the past, outlook 
information thalt attempts to forecast market conditions and 
general economic development that helps interpret market 
behavior. This information is of vital impooance to both 
buyers and sellers because well informed of marketing con-
ditions, the buyers can always buy their needed commodities 
in the right market and at the right time, and the sellers 
,can also sell their goods with more favorable terms. There 
is no systematic dissemination of markelting news in Taiwan 
because there is no responsible agency to handle the work 
and because a radio network has not yet been established in 
the rural areas. JCRR has Itried to cooperate with the 
Provincial Farmers' Association in strengthening the dis-
semination .of marketing news of agricultural products to 
farmers, but no great improvement has yet been made. 
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Although there are some rice marketing news in the daily 
newspapers, they are not of much help to farmers as the 
news are incomplete in many ways and as a large portion 
-of farmers cannot read newspapers. * Hence, farmers can 
only use whatever little information they learned from 
others as ~eference in the marketing of their products and 
are in an unfavorable position to bargain with rice merchants 
in rice transac1i;i.ons. 

Unlike farmers, rice merchants are well informed of current 
marketing news. They know pretty well the total plan'ting 
area and growing condition of rice crops in various important 
producing areas from newspapers and rice merchants in 
Ithose areas. They also gather timely information on price 
qurotations, supply and demand, future trend and money 
market, situaltion through telephone calls and correspondence. 
Some rice brokers in such producing areas like Chiayi and 
Pingtung regularly furnish rice merchants in rice-deficit areas 
with detailed marketing reports by mail and this service has 
brought them more chances to earn commissi,on charges. 

B. Processing: 

The processing ,of rice is to mill rice from paddy t() the form 
suitable for human consumj)tion. The details of the current practices of 
rice processing are briefed below: 

1. Procedures of Processing rice 

There are two steps in processing rice, i.e., from paddy to brown 
rice and from brown rice to polished rice. Paddy from threshing 
machines usually conltains chaff, weed seed, mud lump and other foreign 
materials. These must be removed before the rice is milled. The milling 
operation starts with the removing of hulls from kernels through the 
sheller. From the sheller, the mixture (If brown rice, paddy and hul1s 
is elevated to a screening machine through a fanning machine. The re-
maining paddy is separated from the brown rice and will be hulled again. 

The brown rice is then milled into polished rice by a huller. The 
name "huller" is rather misleading; because it is not used for removing 

'" A,C'cording to Farmers' Associations in the hsien of Taichung, Changhua, Tainan and 
Pingtungt only abo'ut 40 per ,cent of their oembers cam read newspapers. 
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rough hull but bran layers from the brown rice. The huller which looks 
Hke a ··small .grain grinder, consis1:a of perforated-iron walls arid a rapidly 
r.evolving iron ,or steel tapered core with a rifled surface. The brown 
rice is fed into the hopper of the huller and passes dOlwn between the 
tapered cylinder and the rapidly revolving core. In this operation the 
outside brown bran coat is rubbed or milled off the kernel and the pro-
duct which appears like the rice usually seen in the stores is separated 
from any remaining bran through a bran duster. To mill rice white 
enough as people prefer, the rice will be passed through two or more sets 
of hullers or be milled twice or Ithrice by the same huller. Sometimes, 
the milled rlee is coated with talc powder (calcium carbonate) to give it 
a higher polish and glossy appearance and save to, some extent the elec-
trieity needed for running the huller. Therefore, most rice mills in big 
cities use some talc powder in milling practice. The tale powder is 
locally produced. To mill one kilogram of brown rice needs lonly 0.2 kg. 
of tale powder and one kg. of such powder cost about NT$1.40 in June 
1953. 

2. Processing Rates: 
There are two selts of processing rate: one is for hulling rice from 

paddy to brown and the other for milling rice from brown to polished. 
The details are briefed as follows: 

a.) Hulling Rate of Rice 
Owing to the difference in the varieties and quality of paddy, the 

hulling rate ,of rice in the province varies from place to place and also 
from cro'p to crop. In addition, the efficiency of hulling machine and the 
quality of rubber roller also affect the hulling rate of rice. Based on 
the field survey 'of this study, the current hulling rates of rice from paddy 
to bro,wn can be shown as follows: 
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The general mi1ling rates of rice in various cities and prefectures 
varyfro.m 89% to 93% fo.r Po.nIai variety and 90% to 94% fo.r Tsailai 
varie~y, the average rates being 91.3% and 92.3% respectively. These 
rates are more or less above the limits set by the Food Bureau with ex-
ceptions of the Hsien o.f Miaoli, Taichung and Nan:tou. 

From the standpoint of nutrition, the lower the milling percent 
(Le. the higher the milling rate), the lower the nutrient content. The B 
vitamins as well as pro1tein, fat and minerals in rice are undoubtedly 
depleted through high milling as these nutrients are present in greater 
quantities in the germ and outer layers than in the starchy endoperm. 
The over polishing ,of rice is commonly considered one of the maJor factors 
for physical weakness of the people in most rice~eating countries. 

3. Pl1O'cessing Machines 

a.) Hulling Machine (shellel') 

The hulling machines used by ,the rice mills are fDr the most part 
IDeally manufa'Ctured with a small poriion imported from Japan. The 
most common brands of hulling machines are Wang~Wong and 
C:h~ng~Eng, The former is the product of the Cheng-Sing Iron 
Works Factory in Taipei which is widely used by the rice mills in the 
Norihern Taiwan, while :the latte:t; is produced by the Ching-Eng Iron 
Works Factory in Taichung which is preferred by rice mills in Central 
and Southern Taiwan. In June 1953 one sheller costed NT$l,500-1,600 
and a complete set of the hulling machine Coasted NT$5,OOO-10,OOO, The 
capacity of a sheller varies wiith the sizes of the machine. General1y 
speaking, it is about 1,900 kg/hr: for the small size (6 inches), 2250 
kg/hr. for the medium size (7Yz inches) and 3000 kg/hr. for the big size 
(10 inches) of which ,the medium size is most commonly used in the 
province. 

There is a certain co.efficient between the sheller and the moto~. 
The greater the horse power of the motor, the faster the movement of 
the sheller's rollers, and consequently more paddy is hulled. But, on the 
other hand, an unbalanced horse power will incl'ease to a great extent 
the deJ}reciation of both the rollers and the machine. The hulling 
machines used in Taiwan generally need 3, 5 and 7.5 horse power respec~ 
tively for the small, medium and large sizes. Nearly all the motors are 
imported from Japan. The shellers are usually Tun by electricity, but are 
also run by diesel engines in some rural areas where elecltieity is not 
available, 
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It is hard to say for how long a hulling machine will last. Ac-
cording to the experience of some rice merchants, it can be used for 20 
to 60 years, depending mainly on its quality. The depreciation of rubber 
roller is much faster than that of the hulling machine. For an example, the 
Sing-Sing Rubber Roller manufacitured in Takhung can be used fOT hulling 
only 60,000 kg. of paddy. After that limit, a new roller has to replace' 
the old one. As one lIoUer costed about $320 in June 1953, its depre-
ciation occupies an important p'art of the hulling 'cost. 

b.) Milling Machine (huller) 

Wang-Wong and Ching-Eng are also the most common brands of 
milling machines used in Taiwan. Each of th.ese machines costed 
NT$700-2,000 in June 1953 and can last for 20 to 60 years.' The mill-
ing capacity of the huller is about 600 kg. of brown rice per hour for the 
small size about 800 kg. for the medium size and about 1,200 kg. for the 
large size· and the numbers of horse power for the three sizes are 3, 5 
and 7.5 respectively. The steel knife equipped in the huller off rthebran 
from the brown rice can be used for milling only 20,000 kg. of brown 
rice. After that limit, it must be repl'aced by a, new one. As one steel 
knife costs only NT$10, its depreciation d,oes not seriously affect the 
milling cost. There are two common practices in using Ithe hullers: 
(1) to use the hullers separately, i.e., to mill rice many times thr.ough a 
same huller, (2) to use several hullers as a set i.e. to mill rice only once 
through each of the hullers. The latter practice is more efficient than 
the former as it can result in a standard whiteness and save the required 
labour to some extent, but has not been . widely ad,o'pted by' local rice 
mills because, of :their insufficient capital for purchasing more hullerS and 
lack of sufficient spaCe in their mills to settle the additional equipment. 

4. Total Processing Capacity , 

The total number of registered rice mills, their total horse power 
and monthly processing capacity in all hsien and cities are tabulated 
below: 
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The above table indicates thaJt the total procesSing capacity of all 
the registered rice mills seems sufficient to meet the local requirements 
particularly in hulling operation. The rice mills owned by Farmers' A&-
socialtions are usually fully operated as they are designated by the PFB 
to collect, store and hull a greater part of government rice which amounts 
to about one third of the annual rice production. However, most private 
rice mills are in a serious. siltuation because they are operated much under 
their hulling and milling capacity. AcciQi'ding to various rice merchants 
associations private mills with a !total horse power over 10 can operate 
hulling or milling :fOT only 7-10 days in a month. The majority of prri-
vate rice mills are those with a t.otal horse power of 3-5 which can 
operate for a little more than 10 days in a month. 

5. Processing Charges and By-products 

a.) Processing Charges 

The charges for processing rice from paddy toO b~own and from 
brown to polished are regulated by local rice merchants' associations. 
The processing charges in various localities in Spring 1953 are tabulated 
below: 
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that there was a, rice shortage in the first several years after the restara-
tion and that to meet the urgent requirements of domestic consumption 
quantity was considered more important than quality. 

The Inspection and Quarantine Bureau under the PrO'vincial De-
partment of Agriculture and ForestrY did set respective standards for 
the grading and inspection of rice and other foodstuffs in June 1946*, 
but those standards were not accepted by Ithe Provincial Food Bureau 
and rice merchants and were therefO're never enfO'rced on the 
island. In October 1950 the Provincial Government proclaimed instead 
the Rules Governing the Inspection of Foodstuffs f:or ExPO'rtand Import 
and limited the scope of inspection to rice exports and imports undertaken 
by private traders. These rules are entirely unrealistic as rice exports 
and imports have been monO"PO'lized by the FD.od Bureau and nO' private 
traders have been allowed to take part in them . 

.As rice production has been greatly increased in recent years and 
rice ex,p,oTits have been resumed since 1951, certainly there is no reason 
to suspend any IDnger the reestablishment of the cO'mpulsorY rice inspec-
tion system. The JCRR had made a number of suggestiO'ns regarding 
the subject to the Provincial GO'vernment in 1951 and 1952. AlthO'ugh 
its poo'PO'sals were accepted in principle, nO' action has yelt been taken 
by the government. 

In the current marketing operation, paddy and br,own rice are 
generally classified by localities (central, northern or southern part) and 
by crops (first O'r second crO'P). Under nO'rmal conditions, rice produced 
in the central part is of a quality better than that fI'lom northern and 
southern parts and the first crO'P rice is superior in quality to the second 
crop rice. In addiition to the difference of localities and cro'ps, pO'lished 
rice is classified according to' the degree ,of whiteness. In the free mar-
ket, pDlished ri~e is generally divided into three grades of superior, 
medium and inferior, which means their milling rates are 88-90%, 91-92% 
and 93-94 % respectively. 

For the collection and processing of government rice, the Food 
Bureau classifies rice intO' twO' main groups, namely rice meeting set 

• 'Dhe standarus were embo,died in the Re'gulations Governing tlhe In.Slpection of Food 
stouffs, p'ronwlgated ,by rhe Office of Governor of Taiwan in June 1946 and abolished 
by the Pro vi ndal Government in Oct. 1950. 
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standards and rice below set standards. The respective standards set by 
the Bureau for paddy, brawn rice and polished rice as follows: 

a) For paddy* 
(1) Paddy must be clean and fresh. The grain must be full and 

must not sh,ow signs of having been infested with insect pests. 
(2) Foreign materials mixed in paddy must not exceed 0.5 per 

cent. 
(3) The moisture content of paddy must nOlt exceed 13 per cent. 
(4) The unit weight of paddy shall be measured by a certain mea-

surement. The total weight of six 'rai tou (equivalent to 
1.083 hectoliter) of paddy must not be less than 57.6 kilo-
grams. 

(5) Paddy must be either pure Ponlai or 'Tsailai variety. 

b) For brown rice*'" 
(1) Brown rice must be clean and fresh and must not show signs 

of spoiling. 
(2) The incompletely matured grains mixed in bvown rice must 

not exceed 15 ,per cent. 
(3) The broken rice mixed in brown rice must noit exceed 5 per 

cent. 
(4) The foreign materials mixed in brown rice must not exceed 

0.3 per cent. 
(5) The moisture content of brown rice must· not exceed 14.5 

per cent and 15 per cent in the periods from May to Septem-
ber and from October to next April respectively. 

(6) For lone sampler of brown rice, the numbers of paddy, slightly 
spoiled rice and rice of varieties other than Ponlai or Tsai-
lai must not exceed 2, 3 and 20 respectively. 

c) For polished rice*** 
(1) Polished rice muslt be clean and fresh and must not show signs 

of sp,oiling. 

* Rui>es Governing the Relce1pt of Rural Land Tax;ation ,in Kiind which was ,pr,omulated 
by 1Jhe Office 'Olf Governor oli T,ahvan in July 19416 and OIn whic~ tihe !latest revision 
:was maJde in July 195:1 by the P,roV'incial Government. 

** Rule's Governing the Re,ce,ipt jf Brown Rice f!r'om DesJgnated Rice Mills, a>nnounced 
Iby ~he Prov,incial Food B,ureau in June '1951. 

"'** Rul,e'S Govern~ng the Receipt of Polished Rice from DesignaterRke MiHs, announced 
by tihe Proyindal FlOod Bureau in ],une 19511. 
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(2) The whiteness of polished rice must coincide with the sample 
pf'epared by the Bureau. 

(3) The broken rice mixed in polished rice must nOit exceed 15 
. per cent. \ ' 

(4) The foreign materials mixed in polished rice must not exceed 
0.5 per cent. 

(5) The moisture content of p.oUshed rice must not exceed 14 
per cent and 14.5 per cent in the periods from May to Sep-
tember and from October to next April respectively. 

(6) For one sampler <Of polished rice, the numbers of paddy, 
slightly spoiled rice and rice of varieties other than P.onlai 
or Tsailai must not exceed 1, 3 and 20 respectively. 

2. Packing 

The utility of proper packing is to facilitate the commodity in l.oad-
ing and unloading and reduce the loss during storage and transportation. 
In Taiwan, rice is all packed in gunny bags which are for the most part 
manufactured by the Taiwan Industrial and Mining Corporation. The 
gunny bags most c'ommonly used have a capacity of 60 kg. although 
those having the capacities of 90 and 100 kg. are also, used. The form-
er can be used for about 12 Itimes in long distance shipment, or about 
20 times in short distance shipment, while the la.tter two can be used ~or 
about 10 times in long distance shipment or about 18 times in short dis-
tance shipment. For saving transportation loss, rice bags should be 
stitched sixteen crosses with double jute threads and a small knot at the 
end of each thread, buit most rice merchants do not stitch their bags ac-
cording to the above standard and consequ811iUy suffer considerable loss 

'during transportation. 

In Spring 1953, the prices of gunny bags sold at retail stores 
were as follows: 
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they undoubtedly play 'a leading rQle in rice storage. Next to' the FAs. 
private. rice mills also play an important part in rice storage because many 
farmers and landowners store their paddy in the mills after harvest foOr 
the convenience of processing and of sale to them when necessary. Rice 
stQred at home is commonly in small amoOunts, but the total figure is 
large. According to some experienced rice merchants, the total amount 
Qf rice stQred in farm families is about' 40-50% Qf the total rice produc-
tiQn. 

The structure of the warehouses owned by private rice mills is 
generally very simple, of which most are built Qf WJ()od and in urban 
areas. With the financial assistance from JCRR and FoO'd Bureau, F As 
have built better warehouses of bricks and cement with more open spaces 
noOt sO' clO'se to other buildings. Many farm families use storeroom and 
stQrage huts for storing rice at home, of which the structure is undoubt-
edly the simplest. 

Rice is stored for the most part in the form of paddy because 
paddy can be stored for a periO'd longer than brown or polished rice. 
The paddy of first and secO'nd crops can be stored 6-8 and 10-12 months 
respectively, while brown and polished rice can Qnly be stored for 1-2 
months. Theoretically speaking, polished rice can be stored longer than 
brQwn rice, as the latter has an outer-layer of bran on it which is very 
easy to ferment. But in Taiwan, polished rice also cannQt be stQred for 
l()ng, because the milling of rice usually takes place after paddy or 
brQwn ric~ has already been stored for a certain periQd of time, which 
naturally shortens the duration of the potential storage of polished rice, 
and because some fine bran is often retained in polished rice due to the 
low efficiency of the 'locally made screening machines, the presence Qf 
which is apt to cause the polished rice to ferment {)r mOUld. How-
ever, if two bags of paddy of same quality are processed at the same 
time, one milled to brown rice and Qne Ito polished .rice, and if the 
products are screened and milled thoroughly, the polished rice can be 
stored IQnger than the brQwn rice. 

Paddy is generally stored in bulk while brown and PQlished rice 
are packed in gunny bags for storage. Bulk storage of rice has cerltain 
advantages over storage in bags, but there are also problems in bulk 
storage which require attention. Rice with excess moisture will get heat-
ed and spoiled quicker when large quantities are stored in bulk than 
when stored in bags, because the space between the bags will allow 
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some movement of air around them. But rice stored in bags will spoil 
if it has a high moisture content. Bulk rice can be reconditioned more 
. readily than bagged rice, as it can be moved from one bin to another and 
run through a cleaner for cooling. Right now, both FAs and private 
rice milIs are in urgent need of newer and cheaper gunny bags for /the 
improvement of rice storage, as locally manufactured bags are sold at a 
high price and importation of Indian bags is banned. 

The average rate of storage 1088 in Taiwan is greater than that 
on Mainland China owing to the semi-tropic climate here.'" Because of 
the warm and humid weather, warehouses are often infested with wee- , 
vils and other injurious insects. The FAs have been assisted by JCRR 
:in'the disinfection of their warehouses with DDT emulsion and treatment 
of stored rice with Pyrenone and Findane powder, but rice merchants 
have not adopted these improved practices. According ito the Rural 
Food Consumption Survey made by JCRR in 1952, farm families usually 
suffered a loss of 1-2 per cent of paddy stored at home for a period of 
1-3 months. In the Survey, attempts were made to collect sbme addi-
tional information on storage loss from rice merchants but we failed in 
our effort.s because rice me:rchants usually store paddy for some time be-
fore processing it into brown or polished rice and cannot, therefore, 
distinguish storage loss from processing loss. For the storage of govern-
ment rice, the Food Bureau has so far refused to accept any storage loss. 
The FAs are responsible. for any actual loss during storage but are able 
to make up the loss by a gain in processing. F'J:1om the standpoint of 
storage, the denying of any storage loss is unfair to the designated ware-
houses as there will always be some loss during storage. It would be 
more reasonable if the. PFl3 increase the official hulling rate but allow 
a reasonable rate of storage l'0sS in relation to storage period. 

The. designated warehouses are paid a low compensaition for stor-
ing government· rice. The rates of coonpensation for receipt and storage 
in the second half of 1953 as regulated by PFB, for instance, were 
NT$O.10 and NT$0,,12 per 100 kg. of paddy for a total amount over and 
under 500,000 kg. respectively. Besides, there is a basic compensation of 
NT$1000 for each designated warehouse for each rice crop. The FAs 
usually store rice for their members without any charge because the 
amount of such storage is small. Farmers' and landowners' rice stolred in 
private mills is also free of charge as it is expected to be s'0ld to or 

• According to Provincial \Veather BUIr·eaiU tJhe aver·a.ge tei1l1J(}erature was about 23.' 
C in Takhung (in 1920-1950) and 23,4° C ill Singyin (in 1929-1950). 
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Source: The total storage capacities ·of FAs and rice merchants are com-
piled from data furnished by Farmers' Organization Division, 
JCRR and the 10ICal Rice Merchants' Associations respectively. 

Note: J/ The table does not include the FAs' storage capacity for 
chemical fertilizers. 

J/ Not available. 
JI Data showing the total storage capacity Qf private rice 

mills are incomplete. The actual figures m.ust be greater 
than the figures listed in the table. 

The total rice production in 1953 was increased to 1,641,557 mIt 
of brown rice or about 2,154,000 mIt of paddy of which about 35 percent 
was estimated to have been collected by the government through various 
maens. Since the total storage capacity of the warehouses owned by FAs 
is not sufficient to store all government rice and since the warehouses own-
ed by the private rice mills have not been made full of use by the gov-
ernment, there is an urgent need for the F+ood Bureau to improve the 
overall storage program. As to the storage of rice ,of rice merchants 
and individual rice holders, the current storage faciHties seem quite 
enough to meet the actual requir~ments. 

Besides the storage facilities owned by F As and private rice mills, 
the Provincial Railway Administration has a number of warehouses in 
each station especially in Taipei City and the Harbour Bureaus of Kee-
lung and Kaohsiung also each have a great storage capacity. All these 
storage facilities may be used for storing rice if rice holders can pay the 
high charges regulated by the respective authorities. The warehouses of 
Kee]ung Harbour are sometimes used by the Food Bureau to store rice 
waiting for shipping abroad. 

E. Transportation 

1. Means of Transportation 

The. means of transportaHon of rice on the island vary with the 
distance of shipment. For rice shipment within a locality, man-drawn 
carts and ox-carts are more often used than trucks as the former are 
more suitable on narrow and rough road and as farmers and rice mer-
chants may not have enough rice for a truck load. The man~drawn carts 
and ox-cart can carry 800 kg and 1,000 kg respecitively, while the load-
ing capacity of a truck is 3,600-4,000 kg. Accordin~ to the 8tat~tictl of 
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the Provincial Department of Communications, there were 2,464 motor 
trucks, 19,852 man-drawn carts and 60,483 ox-carts in Taiwan as of the 
end of 1953. As these vehicles are also widely used for local trans-
portation of other commodities and as a great porti.on of them are old and 
worn out, !their total number is considered not sufficient to meet the 
actual requirements. 

Trucks are extensively used for short distance transportation of 
rice. To ship rice for short distance by trucks has certain advantages 
over railway transportation as it is convenient in loading and unloading 
and much time can be saved by avoiding the shipments from both the 
seller's warehouse. to the railway station of departure and from the rail-
way station of destination to the buyer's mill. According to the Provin-
cial Deparltment of Communications, there was a total length of 15,655 
kilometers ·of highways as of the end of 1953 which were constructed 
and operated partly by the Provincial Government and mostly by the 
prefectural governments. Although only 2.5 ·per cent of the total mileage 
was paved with asphalt or cement, the highways are evenly distributed 
and reach many rural areas. In addition to trucks, moter-tricycles have 
also been used in recent years for short-distance rice shipments. A 
motor-tricycle can carry 1,500-1,800 kg of cargo at a speed of abouJt 20 
miles per hour. While its freight charge is about the same as that of 
ox-carts, the motor tricycle is more useful and efficient for rice shipment 
in rural areas. 

For long distance shipment, rice is almost entirely transported by 
rail. Trucks cannot compete with trains in long distance shipment, be-
cause 4:he loading capacity of rolling stocks is much greater than that 
of trucks, because railway transportation cost is much cheaper, and be-
cause the government has set special railway freight rates for rice ship-
ment which are much lower than for the shipment of other commodities. 
As of the end of 1953, Taiwan had altogether 3,903 kilometers of rail-
ways of which 1,763 kilometers were under business operation and the 
remaining 2,140 kilometers for the exclusive use of Taiwan. Sugar Cor-
poration and Taiwan Forest Administration. Of the 1,763 kilometers 
under business operation 53 per cent was owned by the Railway Ad-
ministration and the remaining 47 per cent by TSC and TFA. With the 
assistance of U.S. Aid in recent years, much improvement has been made 
on the railwa), system which has contributed greatly to the increase ot 
rice shipment and orderly marketing of rice. 
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still occupy an important position in rice transportation, as they cannot 
be replaced by train fOT local and short distance shipments. 

There is no unif.orm freight charges for ox-carts and man-drawn 
carts. Their charges are relatively high and vary from place to place. 
In Taipei City, £'or instance, to ship a carload of rice from a rice mill 
to the railway station or from lOne rice mill to another costs about 
NT$9.30 for man-drawn cart or NT$11.70 for ox-cart, while in other cities 
and townships, the freight charges are lIoughly NT$6.70 for man-drawn 
cart or NT$8.40 for ox-cart. 

In the province, rice shipments are taken care of by the Railway 
Administration or truck companies. The shippers seldom despatch a 
clerk io go with the cargo. The loss during transportation is very small 
compared with that in Mainland China, but in recent years, the loss has 
been increasing owing to the lack of new gunny bags for rice packing 
and the prevalence of stealing at some small stations. For effectively 
operating the transporlation of rice, it is necessary to help rice mechants 
obtain more new bags at reasonable cost and check stealing with effec-
tive measures. 

3. Amount of Rice Shipped by Railway 

A great majority of rice shipment in the province is ,carried by 
railway. While there are no available data 'on quanltities of rice shipped 
by trucks, ox-carts and man-drown carts, the Railway Administration has 
compiled statistics concerning rice shipment by railway since 1950 which 
is presented in the following table: 
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1950-52 coincided completely with the seasonal variation of rice supply 
in a year. The to1al annual rice shipment in 1950-1952 increased every 
year, because; (a) rice- production was increasing, (b) more rice was ex-
ported and (c) rice demand in big consuming centers became greater 
and greater due to the rapid growth of population. 

The following table is compiled to show the quantity of rice ship-
ment by railway of various stations of departure and destination in 
1950-52 : 
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Source: Compiled on data from. Railway Administration. 
Note: Rice shipment on the Eastern Line Railway is not included in 

this table. 

By the order of importance, the major stations of departure for 
rice shipment were Hwashan (Taipei), Yuanlin, Changhua, Taichung, 
Tienchung, Pingtung, Touliu, Tounan, Tachia, H watan and Chiayi. These 
stations are all located in the leading rice producing areas except 
Hwashan which has been a rice transIt station. It is interesting to note 
that over 12,000 mit of rice were shipped from Keelung in 1950 where 
is usually one of the rice deficit markets. This is due to the fact that a 
considerable amount of rice was imp,orted in 1950 to meet urgent mili-
tary and civilian requirements and Keelung Harbour was !the port where 
the imported rice was .landed. With respect to the major stations of 
destination, Taipei (Hwashan and Wanhwa) and Keelung were the most 
important, Kaohsiung and Tainan came the next, and then the rest. 
More rice was shipped to Taipei as it is the largest consumption center 
and also a transit market. Rice shipment to Keelung consisted of a 
minor part for local consumption and a major part for export. The 
other localities were all important ric~ consuming centers. The only ex-
ception was Taichung where more rice was shipped out then shipped in. 

As Taipei is the largest rice consuming center and the capital of 
Free China, it is worthwhile to study from where rice was shipped to 
the city. The following table will give the picture: 
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except Taitung and Hualien. Among various stations of departure, 
Changhua, Yuaulin, Tienchung, Taichung, TouIu, Dalin, Chiayi and Ping-
tung were the most important. It can also be seen that more rice was 
shipped to Taipei from the central part than southern and northern 
parts. 

F. Financing 

Rice marketing requires eontinuous financing. From the moment 
paddy rice is produced by the farmer until it is sold to the consumer 
through marketing agencies, financing costs continue. The marketing 
agencies, producers and even consumers who buy rice at rice stores all 
have money invested in rice, in equipment, in business operations and in 
facilities as a part of marketing operations. Lacking adequate financ-
ing, the :/iow of rice through marketing channels would be slowed and 
disturbed. Theoretically speaking, there are three types of loans, i.e., 
commodity loan, operating capital loan and facmty loan. The first two 
are for relatively short periods of time and are in many cases very small 
at the beginning ,of each year, while the last generally exists for anum., 
ber of years. 

In Taiwan, most rice farmers are in urgent need of credit for 
production, marketing, and even daily living expenses before their P110-
ducts are sold. Credit is also badly needed by rice merchants in buying, 
storing and shipping, no matter whether they are in the form of a sole 
proprietorship, a partnership, a corporation or a cooperative. According 
to the findings of this survey, ,over one half of the total rice merchants 
have borrowed some money for the operation of rice marketing. The 
loans made to them are usually used for buying rice, paying opera-
tional expenses but not for buildings and equipment although the latter 
really need consiberable investment to insure adequate. storage and 
efficient movement of the c,ommodity. The existing high interest rates 
make it impossible f-or borrowers to benefit from new buildings and 
equipment. On the other hand, the creditors are also reluctant to make 
long term loans f,or such purposes. 

1. Conditions Influencing Financial Needs 

a) Seasonal Variations 

The need for financing in rice marketing varies seasonally in 
common with other agricultural products. Although rice is produced in 
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a relatively sh.ort period, its production is financed for several months for 
each crop, with the greatest need occuring near the end of the growing 
season. Farmers are usually in urgent need of credit during the harvest-
ing of each rice crop but have little requirement for credit in the two 
or three months following the harvest. On the other hand, credit is 
often badly needed by rice merchants in the periods of May-August and 
November-January, as new rice crops are availab1e in the market at 
that time and they intend to buy rice at its lowest price. Their costs of 
financing are often compensated by the seasonal increases in rice price. 

b) Business Characteristics 

The financing need of rice merchants is influenced by their trade 
practices and business characteristics. It is affected by the stock or 
inventory that they carry in ordinary business opeTations, the size . of 
which is in turn affected by methods of operation. For instance, mil-
lers and concurrently wholesalers always have a large stock and require 
more credit :tor their operation, while retailers need little credit as most 
of them buy rice stock on a day to day basis. Furthermore, the policies 
of rice merchants are always affected by business conditions-large in-
ventories with rising prices and small inventories with falling prices. 

The financing requirement of rice merchants is also influenced by 
the turnover of rice inventory in a particular period of time. The annual 
turnover figure may be obtained by dividing the total annual sales by 
the average inventory. There are no available data to show the turn-
over ,of inventory in rice marketing in Taiwan, but it has been reported 
by experienced rice merchants that the average turnover for shipping, 
milling and wholesaling rice is once in 10-15 days while that for whole-
sale and retail rice is ,once in 7-13 days and 10-15 days respectively. As 
a rule. the turnover of inventory is very slow in the two to three months • 
following the harvest of the first rice crop, which is caused by abundant 
supply, the hot and humid weather and consumer's reluctance to buy. 
The sl,ower the turnover, the more the financial requirement. This ac-
counts for if:he fact that more credit is usually needed in the period of 
May-August. 

Under certain conditions, some rice merchants may also finance the 
operations of other rice merchants, producers and consumers. Whole-
salers may finance retailers and l'etailers may finance consumers. Some of 
the rice mills often lend money to rice farmers who sell rice to them. 
Credit sales to retailers and consumers are also commonly practiced by 
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millers and wholesalers and retailers respectively. The rice merchants 
who usually finance others must have greater financing requirement be-
cause there is some shift in the responsibility of financing from one 
group to another. 

2. Sources of Credit 

a) Rice Farmers 

Rice farmers usually obtain their credit from: (1) the Food 
Bureau through the application of rice production loans, (2) private' 
money lenders including rice merchants through bornowing money OR 
credit or on mortgage, (3) farmers' associations and (4) commercial 
banks. 

According to the Investigation on Loan Requirements of Fa:rnlers 
in Selected Regions of Taiwan undertaken by the Rural Economics Divi-
sion of JCRR in 1952*, 390 of the 439 rice farmers investigated in Tai-
pei and Kaohsiung regions needed credit and most of their loans were 
obtained from private money lenders. The Investigation revealed that 
all the loans in kind and 64.36% of the loans in cash borrowed by rice 
farmers were granted by private sources, while 17.93% of the loans in 
cash was supplied by farmers associations, 9.69% by Provincial Food 
Bureau and 8.02% by the Land Bank, Cooperative Bank, commercial 
banks and other agencies. Among the private sources, the loans made 
by rice merchants occupied only 0.28%. The Investigation also revealed 
that of all the loans in kind and in cash made to rice farmers, rice mer-
chants furnished as much as 5.00% in 1949 but only 1.93 % in 1950 and 
0.20% in July 1951-June 1952. 

b) Rice Merchants 

The common sources of credit for rice merchants are: (1) the 
Cooperative 'Bank, (2) commercial banks, (3) local credit cooperatives 
and loan companies, (4) private money lenders, (5) other rice merchants 
and (6) rice farmers and landowners. Of all these sources private 
lenders again play a leading part in financing rice merchants. The Co-
operative Bank and commercial banks extend both secured and unsecur-
ed loans to rice merchants, but the total amount of the latter far 
exceeds that of the former. Loans are also made to rice merchants by 

• See Farm Loan Requ~rements in Taiwan, .compiled and published by tlhe R.ural Eeo­
nom~s Divis'ion, JCHR, November 1953. 
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local credit cooperatives and loan companies, but at an interest rate 
somewhat higher than. that charged by commercial banks. As mentioned 
in Section A of this Chapter, rice merchants in producing centers some-
times make future sales of rice to those in consumption centers and get 
about one-third of the total sales proceeds as earnest money. Although 
such sales are not common because they involve certain risk, they provide 
nevertheless a source of credit to some rice merchants. 

Credit sales to wholesalers and retailers by millers and concur-
rently wholesalers are very common in both rice producing areas and 
consumption centers. If the seller is well acquainted with the buyer 
who has Ii good commercial reputation, the payment of sales pIioceeds 
usually can be delayed for a short period of time. This should be also 
considered as a common source of short-term credit in rice marketing. 

Furthermore, rice mills in Taiwan usually utilize the rice stored 
by farmers and landowners as a part of their working capital and specu-
late by selling some of it at a higher price ,to get cash and buying back 
when rice price is low. Hence the storing of rice for farmers and 
landowners provides an important source of credit to many rice mer-
chants, especially in rural areas. This practice, though not prohibited 
by law, is risky and may bring loss to rice merchants, because there may 
be unusual variations in rice price which they cannot foresee. 

According to this Survey, 148 of the 200 rice merchants inter-
viewed in various localities bor~owed money for their business operation. 
Of the total loans borrowed by them, 49% came from private lenders, 
27% from commercial banks and 24% fr,om credit cooperative and loan 
c,ompariies. Rice merchants have so far received no financial assistance 
from the government. 

3. Interest Rates and Other Terms 

a) Rice Production Loan* 

The rice p.roduction loans to rice farmers are made in cash but 
repaid in paddy. The loans are allocated by Flood Bureau on the basis 
of rice area, the ratios of which are adjusted from time to time. For 
the second crop of 1953, for instance,. the amount of loans extended to 
rice farmers ranged from NT$100 to NT$2,OOO which were determined 
according to set standards. 

• See Food AdmnHs,tration in Taiwan, JCRR Economic D1gest Series No.3 
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The loans for the first crop are to be repaid by farmers before the 
end of September and those for the sec-ond crop before the end of 
January of the following year. A daily interest of 0.05 per cent is .ap-
plied from the day of issuance to the day of repayment. If farmers fail 
to repay the loans within the presc.ribed time, an extra daily interest of 
0.2 per cent is charged for the time overdue. 

The price of paddy for repayment of loans is calculated respec-
tively at the average market wholesale price of Ponlai paddy between 
June 21 and July 10 for the first crop and between December 1 and 
December 20 for the second CIlOp in the central and northern areas. 
For the southern area, however, the price is calculated at the average 
market wholesale price of Panlai paddy between June 11 and June· 30 
for the first crop and between November 21 and December lOior the 
second CllOp. 

According to Food Bureau, the repayment of rice production 
loans by farmers has been quite satisfactory. Of the total loans made 
in the period of 1950-52 only l. 7 per cent had not been repaid by the 
end of 1952. 

b) Loans Made by Cooperative Bank and Commercial Banks 

The loans made to rice merchants and rice farmers by the Co-
operaJt.ive Bank and commercial banks are for the most part on a mort-
gage basis. To extend loans with rice as security is prohibited by law 
and it has been difficult for rice merchants and farmers to furnish other 
suitable security for barrowing money from banks. According to cur-
rent practices, each rice merchant or farmer is allowed to borrow only 
NT$20,OOO to NT$50,000 if he has opened an account with the bank and 
can find two qualified guarantors. This sum is only sufficient to ship 
10-25 mit of brown rice and is therefore inadequate to meet the need of 
average rice merchants. 

The interest rates charged by these banks are uniformly regulat-
ed by the government, which are much lower than the prevailing 
rates in local money ma:rkets. In the last three years the government 
had for many times revised the interest rates of banks, the details of 
which are shown in the f<JIlowing table: 
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Table 21. Uniform Interest Rates Charged by Cooperative and Com­
mercial Banks, 1951.1953 

Uniform interest rates per month (%) for 
Effective date Time Time 

Over- Over- Additional 
secured drafts Discount loan drafts charges for 
lloan secured extension 

1950 Nov. 1 3.90 3.30 3.90 3.90 - 1.20 
1951 Mar. 26 4.80 4.50 4.80 4.50 - 1.20 
1952 Apr. 28 4.65 4.35 4.80 4.65 - 1.05 

June 2 4.20 3.90 4.35 4.38 - 1.05 
July 7 3.60 3.30 8.75 4.60 - 0.60 
Nov. 30 3.30 3.00 3.45 3.30 3.15 0.30 

1953 July 16 3.00 2.85 3.00 2.85 2.775 0.30 
Sept. 1 2.70 2.55 2.70 2.55 2.55 0 .. 30 
Nov. 10 2.40 2.25 2.40 2.25 2.25 0.80 

Source: Bank of Taiwan. 

The uniform interest rates of loans from both Cooperative and com-
mercial banks were decreased step by step, but rice merchants were not 
all benented by such low interest because most of them could hardly ob-
tain the needed credit from the banks. 

c) Loans Made by Cooperatives and Loan Companies 

In principle, the local cooperatives and loan companies should 
adopt the same uniform interest rates as regulated by the government. 
However, they usually extend loans to rice merchants at rates higher 
than the standards but a little lower than thlose charged by private 
money lenders. In the loan contract, the interest rate is commonly 
stipulated according t9 the uniform interest rates so as to coincide with 
governmental regulations, but some additional charges are imposed in 
making the loan. As such additional charges are illegal, there are no 
available data concerning the actual interest rates of local cooperatives 
and loan companies. 

d) Local Farmers' Associations 

Local Farmers' Associations usually extend loans to their members 
at the uniform interest rates charged by the Cooperative and commercial 
banks. As these ;rate., ar~ mq(!l1 lQwer than the prevalent rates in tbe 
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local money market, local credit e·ooperatives and loan companies, farm-
ers are anxious' to borrow money from local FAs when they are in need 
of credit. They usually fail to do so, because most FAs have a limited 
supply IOf credit. The available funds for making loans usually come 
from two main sources; the deposits of members and money borrowed 
from the Cooperative Bank. The amount of either source is not large 
enough and as a result the total available funds of most F As are insuf-
ficient to meet the actual requirements of their members. There are 
two kinds of loans made by the F As, i.e., secured and unsecured. The 
securities furnished by farmers are in most cases the deposit receipts of 
banks and land bonds in kind (paddy) issued by the government under 
the Land-to-the-tiller program. The use of gold bars or gold ornaments 
as security for a loan is prohibited by the law. As most farmers have 
no suitable securities, a great majority of the loans made by FAs are· 
unsecured loans. To apply for an unsecured loan, the borrower needs the 
guaranty of one or two other members. 

The term of either secured or unsecured loans is one month, but 
with the approval of the FA concerned, the borrowers may re-borrow 
for one or two more months. The maximum amounts of loans vary in 

. various F As, which are usually decided by them in the annual general 
meeting. According to the Provincial Farmers' Association, the maximum 
amounts of loans at present are NT$l,OOO-lO,OOO for secured loans and 
NT$300-3,OOO for unsecured loans. 

A number of farmers have failed to repay their loans to the F As. 
As these loans were for the most part made without security, it has been 
very difficult for the F As to secure repayment. The F As can sue these 
debtors in the court, but this legal action usually takes one or more 
years to reach a final decisi.on. These bad and doubtful accounts will: 
jeopardize the 'whole operation as the available funds for loans are thus 
cut to a great extent. 

e) Private Money Lenders 

Most farmers and rice merchants have to borrow money from 
private money lenders as they cannot ·obtain enough credit at low in-
terest from government and various financial' organizations. A great 
majority of the loans made by private lenders to :rice farmers and rice 
merchants are unsecured loans. ,Those who borrow money on a mortage 
basis are quite limited because most borrowers lack suitable securities. 
Real estate and milling equipment usually furnish th.e security for the 
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Since 1951 there has been a tendency for the· rates of private 
lenders to gradually become lower because of the influence of the lower-
ing uniform interest rates. However, both rice farmers and rice mer-
chants still cannot aff,ord such interest charges as it robs them of the 
major part of their marketing profit and sometimes even causes a loss. 
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V. TiRE COSTS AND MARGINS IN RICE MARKETING 

A. Costs of Marketing Rice 

The marketing of rice from the producer to consumer involves at 
least ·three steps 9f selling, processing and reselling. Firstly, rice is 
sold in paddy by farmers to wholesalers and hullers who hull paddy into 
br.own rice and sell it to other wholesalers and millers. Secondly, these 
wholesalers and millers mill the brown rice into polished rice and sell it 
to retailers. Lastly, the retailers sell the polished rice to direct consum-
ers. The price received by retailers represents the total cost in making 
rice available and suitable to consumers, including rice production and 
marketing costs and normal prQfits to the producer and middle-men. 

There are many items of costs in the marketing of rice. In Tai-
wan the major items are as follows: 

(1) Freight 
(2) Processing cost 
(3 >. Processing loss 
(4) DepreciatiQn of gunny bags 
(5) Tax 
(6) Profit to rice merchants 

Freight varies according to the distance of transportation. If 
rice is shipped within a township or city, only local transportation ex-
penses are involved. But if rice is shipped by .rail tQ or from other 
localities, the item will include transportation expenses from the farm 
to the seller's mill, from the seller's mill to the railway station and from 
the station to the buyer's mm. The processing cost item is subdivided 
into processing costs from paddy to brown rice and from brown to polish-
ed rice, and includes depreciation of machines and equipment, electricity 
and labor expenses and the expense fo,r talc powder which is used in 
milling rice only in some big cities. The processing 1,0ss is the loss in 
weight from hulling and milling after deducting the value of by-pro-
ducts. The depreciation of gunny bags is in proportion to the distance 
of transportation; the bags are used for packing bl10wn and polished 
rice but not paddy. The actual costs of all these items have been al-
ready discussed in some detail in Chapter IV. 

Four kinds of taxes are now levied on rice trade; namely, business 
tax, stamp tax, income tax and hou sehold tax. The rate IOf business tax 
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in rice trade is set at 0.3% of gross business income, which is one half 
of that for other business as rice is considered the most important daily 
necessity. Stamp tax is required for the invoice of every rice transac-
tio'll which is set at 0.470 of the proceeds. Income tax is levied accord-
ing to net business income on a pr.ogressive scale plus a defense surtax 
of 30% of the tax. According t.o I.ocal tax bureaus, income tax and its 
surtax total about 0.12% of the selling price of rice. A rice merchant 
also pays household tax and its defense surtax if his assets are valued at 
NT$5,000 or over. Household tax is levied .on a progressive scale and 
defense surtax is 30% of the main tax; they total about 0.13% IOf the 
sales proceeds. Adding all these taxes together, the total tax burden on 
rice trade is about 1.04 % of the selling price. As these taxes are im-
posed or calculated accordillg to the selling value of each transaction 
rice merchants have had a tendency in recent years to undertake more 
functions than before to reduce the frequency of transactions so as to 
avoid the duplicati.on of tax ·payments and save the marketing co.st. 

The profit to rice merchants is derived from the selling price after 
deducting the buying price and the total marketing c,ost. In this study, 
the total marketing cost includes only the maj.or cost items of freight, 
processing cost, processing loss, depreciation of gunny bags and tax. It 
does not include the interest paid for loans borrowed· by rice merchants 
and business handling expenses such as wages, rent, wa'ter, electricity, 
communication and other, because the interest rates vary greatly with 
the sources of credit as indicated in Chapter IV and most rice merchants 
have mixed their business handling expenses with the living expenses of 
their family. Hence, the pmfit to rice merchants listed in the tables and 
charts in the f~Uowing sections represents the return to their capital, 
labor and management plus profit, if any. 

B. l'farketing Margins among Farm, Wholesale and Retail Rice 
Markets 

In Taiwan, there are four kinds of price quotations in the mar-
ket, namely, the farm price .of paddy, the wh.olesale price lof br.own 
rice, the wh·olesale price of polished rice and the retail price of polished 
rice. Therefore, there are marketing margins between (1) farm price 
of ,paddy and wholesale price of brown rice, (2) wholesale price .of 
br.own rice and wholesale price .of polished rice, and (3) wholesale price 
and retail price of polished rice. 

The marketing margins among these different markets vary slight-
ly in different I.ocalities. In this study, the marketing margins of rice 
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in the Cities of Taipei, Changhua, Chiayi and Pingtung are computed for 
illustration, as Taipei is the most important c,onsumption center while the 
other three cities are lOG-ated in the most important rice production 
areas. The marketing margins in these cities are shown in the following 
tables: 
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Rice shipped to Taipei is always in the form <>f brown rice instead 

of paddy to save transportation cost and consequently no paddy price is 
quoted in the Taipei market. On the other hand, rice supplied to the 
Cities of Changhua, Chiayi and Pingtung is for the major part from near-
by townships and is in the form of paddy. 

Because of the great loss in hulling, the total marketing cost of 
hulling paddy and wholesaling br,own rice was greater than that of 
milling and wholesaling polished rice and that of retailing polished rice. 
Of the various cost items, processing loss was undoubtedly the most out-
standing. This loss is necessary for making rice suitable for human con-
sumpUon, but can be reduced somewhat by decreasing the degree of 
whiteness of polished rice. The profit to rice merchants varied greatly 
between Taipei and the other three cities. Rice merchants in Chang-
hua, Chiayi and Pingtung got more profit per unit than th.ose in Taipei, 
because the latter were under croser supervision of the provincial food 
authorities and had larger average volume of business. 

C. Distributic)Ill of. Consumer's Dollar Paid for Rice. 

The distribution of the consumer's d<>llar paid for rice in the rice 
markets in the Cities of Taipei, Changhua, Chiayi and Pingtung is shown 
in the following tableS: 
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In ri~e marketing in the markets of Taipei, Changhua, Chiayi and 
Pingtung, the producer received on the average about two thirds of the 
consumer's d:ollar, while the marketing costs and profit to rice merchants 
accounted for the remaining one third. The breakd,own of the consum-
er's dollar by different kinds of services shows that the assembling, 
hulling and wholesaling took about 19.3-21.1%, shipping, milling and 
wholesaling 7.4-10% and retailing 1.9-2.9%, while the remainder went 
to farm production. 

The profit per 100 kg. of brown or polished rice to either rice 
wh,olesalers o'r retailers was only 2-5% of Consumer's dollar. Generally 
speaking, wholesalers had a much larger volume in rice transactions 
than retailers and could gain more in rice trade if the turnover was fre-
quent, but they could not insure their pl"O'fit aU the time and sometimes 
even suffered losses. As already mentioned, the profit to rice merchants 
was not the net profit they got from their business, as the expenses 
paid by them for interest and business handling were not calculated. If 
a rice merchant borrowed a large portion of his working capital from 
private money lenders at a high interest and if he spent too much for 
business handling, the computed profit may not cover these expenses. 
This survey revealed that a number of rice stores and mills had been 
closed because of heavy interest burden and extravagance. It also dis~ 
closed that in the period :of 1952-1953, one of every tw:o chairmen of the 
Jocal rice merchants' associations in the Taichung area (Taichung city, 
Taichung hsien, Nantou hsien and Changhua hsien) became bankrupt be~ 
cause of mismanagement. A total of 201, 402 and 509 rice merchants 
applied to the Food Bureau in 1950, 1951 and 1952 respectively for 
the cancel1ation :or transfer of their registration. These facts well in-
dicate that the operation of rice trade is not as easy and profitable' as 
many people think it to be. 

On the other hand, rice merchants have an advantage over dealers 
in other merchandise in that the rice trade is relatively stable as the 
consumption of rice is relatively inelastic. This stability has invited many 
investors to join the trade and led to the increase of the total number 
of rice merchants in the province (See Chapter III). It has, however, 
resulted also in a keen competition in the trade which reduced the mar-
gin of profit and volume of business for each rice store or mill. 

M:ost rice merchants do not welcome violent changes in rice price. 
Although some of them may seize such opportunities to gain extraor-
dinary profit, these changes are harmful to the majority of them. When 
rice price is soaring, rice merchants w:ouJd be unable to buy the sam~ 
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quantity of rice after selling. In case of sharp decrease in rice price, 
they would also suffer a loss as they have bought the rice at a' higher 
price. In both eases, the average volume of transaction for each rice 
merchant w,ould be less than normal, thus greatly reducing his total in-
come. Hence, most rice merchants hope to have only a normal seasonal 
variation of rice price, quicker turnover, less risk and reasonable food 
control measures. Under such conditions, they can make profit by doing 
more business although the portion of marketing margins received by 
them as profit is quite 'small. 
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vI: CONCLUSION AND RECOMMENDATIONS 

Rice is the backbone of Taiwan's economy. It is the basic food 
to local people and its export has earned a considerable amount of f,Qreign 
exchange. As much as about forty per cent of the total population are 
engaged in the production and marketing of rice. 

During the Japanese occupation, the rice marketing system in 
Taiwan was developed after the pattern of Japan Proper. There was a 
set of standards for rice grading and inspection of rice for domestic 
marketing and export was made compulsory. The establishment of the 
Taiwan Rice Exchange in the period of 1924-1938 help~'l to a great 
extent the increase of volume in rice transactions, the standardization 
of rice price and the pr()motion of rice export. The development in rice 
marketing was, however, first affected by the outbreak of the Sino.-
Japanese Hostility and then seriously interrupted by World War II, so 
that in the last five years of Japanese occupation, all rice marketing 
,operations were put under the strict control of the former Government-
General. 

After Taiwan's Restoration to China in 1945, the Chinese Govern-
ment abolished all measures left by the Japanese that hampered the free 
rice marketing activities. Instead, a less stringent marketing policy 
emerged, which was formulated according to existing Chinese laws modi-
fied to fit special conditions on the island. But as Taiwan has remained 
in an emergency state since 1949 because of the threat of a communist 
invasion, the government has retained broad control over the distribu-
tion of rice. While considerable freedom has been allowed to rice mer-
chants for rice movement and transaction, their marketing <>perations are 
more or less restricted. 

In the marketing of rice in Taiwan, the producer received about 
two thirds of the consumer's dollar while middlemen's profits and all 
cost items including freight, processing, processing loss, depreciation of 
gunny bags and taxes shared the remaining one tliird. Under normal 
conditions, the profit to rice wholesalers or retailers was only about 2-5 
per cent of the consumer's dollars, including interest paid for loans bor-
rowed and handling expenses. Alth,ough the number of rice merchants 
increased steadily in the years of 1948-1953, no overlapping -of market-
ing functions was found in the survey. 

Based 'on the findings of the survey. the following recommenda-
tions are offered for the improvement of rice marketing operations in 
Taiwan: 
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. A. Improvement of Rice Assembling 

1. Cooperative Marketing of Rice in Rural Areas 

Before 1953, the rice merchants in Taiwan used to depend on the 
big and medium landowners as their principal s()urces of rice supply, as 
the total amount of commercial rice controlled' by them was even 
greater than that of the rice growers. Following the completion of the 
land-to-tiller program in 1953, however, the amount of rice available to 
them will decrease and they will receive no more paddy from either land 
rent or land value after ten years. Hence, in the years to come, the rice 
merchants are expected to have. difficulty in assembling their rice from 
so many small scattered sellers. 

To improve rice assembling, it is advisable that township farmers' 
asSociations, of which most handle only rice processing and storage at 
present, be encouraged to undertake cooperative rice marketing for 
their members by assembling commercial paddy from individual growers 
and selling it to rice merchants. The successful application of coopera-
tive rice marketing not only will facilitate the assembling of rice, but 
will also ensure the stability of rice price and a better return to' the 
growers. T·o handle cooperative marketing effectively, however, it is 
essential that the F As are well organized and managed and that con-
cerned governmental agencies will give them technical and financial as-
sistance. 

2. Dissemination of Market Information 

A good market information service is essential if farmers are to 
obtain a better price for the fruit of their labor. To furnish them with 
needed information in rice marketing, it is desirable that the Provincial 
Farmers' Association incIude a 5-10 minute program in its "Farmers' 
Time" twice a week to broadcast current market information covering 
the general situation of rice supply and demand, daily price quotations in 
major rice markets, growing condition of current crop, government ·food 
measures Imd improved techniques in rice marketing. As several thou-
sand radios have been distributed to the various F As and small agricul-
tural units by the Information Office of MSM/CM/JCRR, the PFA will 
have little difficulty to make available such market news to a great 
portion of farmers if full cooperation is obtained from the township F As 
and small agricultural units. 
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B. Improvement of Processing 

The unduly large proportion of breakage and broken grains after 
processing is due chiefly to the use of worn out pr,ocessing equipment by 
the mills. To reduce such losses in rice processing and standardize the 
rice quality, it is essential that all rice mills be required to replace those 
shellers and hullers that have been used for twenty years and be advised to 
use several hullers as a set instead of separate hullers in hulling practice. 
Concerned government agencies should also see that further improve-
ment be made in the manufacture of rubber rollers which are ,of a very 
poor qunlity. 

Although talc powder is of no harm to human health, its use in 
milling practice should' be prohibited because polished rice containing 
talc powder must be thoroughly washed before clooking and because rice 
bran mixed with talc powder is not suitable for feeding hogs and poultry 
. as weH as for extracting bran oil. 

To make go,od use of the by-prod'ucts from rice processing meet 
the shortage in the supply of fats and oils in Taiwan,' efforts should be 
made to establish bran oil plants in small units in different localities 
where the supply of rice bran is available and convenient. Rice bran 
has an oil content of 15-20 per cent. When the oil is removed, the bran 
is more suitable for livestock feed as it is higher in portein can be stored 
for a longer period of time without bec;oming rancid, and is more diges-
tible. The oil extracted can be used for both human consumption and 
industrial purposes. 

C. Improvement of Rice Grading and Inspection 

Proper grading and compulsory inspection are basic requirements 
in any good marketing system. To ensure the quality of rice and facili-
tate its transaction, it is highly desirable for the government to work 
outobje~tive standards for grading paddy, brown and polished rice and 
reestablish a compulsory rice inspection system on the island. In this 
regard, the following suggestions are offered: 

(1) A working group be organized under the Provincial Govern-
ment by the representatives from the PFB, PFA, Provincial Rice Mer-
chants' Association and JCRR, with the PDAF as the convenor, to study 
and recommend objective standards for grading paddy, br,own and 
polished rice and new rules for rice inspection to the Provincial G-ov-
ernment for approval and action. 
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(2) In setting the new standards and rules., the original grading 
standards and inspection rules set by the PFB and Provincial Quarantine 
and Inspection Bureau as well as current Japanese practices should be 
used for reference. 

(3) An educatiorial program be carried out jointly by PFB and 
PDAF with the full cooperation of local FAs and rice Merchant's associa-
tions to teach both the producers and middlemen the importance of rice 
grading and inspection and give them a better understanding of the fac-
tors tbat are responsible for the variations in rice quality. 

(4) The Provindal Quarantine and Inspection Bureau be authoriz-
ed by the Provincia] Government to take charge of the inspection of 
both commercial and government rice. The PFB should give the Quar-
antine Bureau its hearty <;ooperation in rice inspection. 

(5) JCRR may be requested to give financial assistance in pur-
chasing additional equipment for rice grading and inspection and offer 
advice on the implementation of the program. 

D. Improvement ,of Storage 

1. Encouragement of Farmers to Impro've Their Rice Storage. 

To reduce the loss of farmers in rice storage caused by rats, birds, 
insects and natural deterioration, it is advisable that farmers be 
encouraged with financial and technical assistance from PFB and PF A to 
remodel their simple and rustic storerooms and storage huts. The re-
modelled storerooms and storage huts must have better ventilation and 
drying grounds so that paddy can be stored in bulk. It is also important 
that farmers be taught through the local F As the techniques in storing 
paddy' and rice, testing the moisture content and temperature of stored 
paddy and rice, preventing them from getting heated and the use of 
pesticides. 

2. ASSistance to Rice Merchants to Improve Their Storage 
Operation 

As the warehouses of many private rice merchants are simple in 
structure and cannot meet the requirement for rice storage, it is desirable 
.that some incentives be provided by the PFB to them to remodel their 
warehouses. To help them develop storage operation and reduce their 
storage loss, government assistance is also needed in supplying pesticides 
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and apparatus to rice merchants at cost prices to disinfect their ware-
houses and treat their stored rice and in obtaining for them the gunny 
bags much needed by them at reduced .price 

3. The Management of Designated Warehouses for Government 
Rice 

As about one third of the total rice production are eontrolled by 
the government which are stored in the designated warehouses of FAs 
and rice merchants, constant supervision and direction of their storage 
operation should be provided by the PFB to see that government rice 
is well preserved. The PFB should give adequate compensation to the 
designated warehouses for their service and allow reasonable storage loss 
for storing government rice, the rate of which can be worked out by 
experiments on storage loss according to different periods of time. The 
PFB should treat all the designated warehouses fairly in the disposal 
of government rice. 

E. Improvement" of Transportation 

Although the Railway Administration has rendered valuable ser-
vices in the shipment of rice, effective measures should be taken by the 
Administration to prevent the stealing of shipped rice during transporta-
tion and prohibit the use of iron hooks in loading and unloading. As 
the storing space allocated for rice at Hwashan Station in Taipei is not 
large enough to accept the daily arrivals of rice shipment and rice is 
usually piled on the platform and exposed to rain and heat, the Admini-
stration should also allocate more space or construct new godowns to 
reduce the loss in transportation. 

F. Improvement of Financing 

Most rice mel'chants are in bad need of loans at fair interest ill 
rice marketing, but can hardly borrow money from commercial banks 
because they cannot use rice as security under the existing law and the 
commercial banks do not accept fixed assets as guaranty of loans. In 
order to help rice merchants less~n their interest bu.rden and reduce 
the marketing cost of rice, it is necessary that some ways be devised to 
permit the use of processing equip-ment and· buildings as security for 
lo,ans to rice merchants, or the existing law be revised to allow the use 
of food as security for loans with the followng restrictions: 
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(1) The borr,olwer should show his identification card and food 
business permit to the bank in applying for the loan . 

. (2) The borrower should sell his stored rice within ten days after 
he receives the notification from local food district in any rice crisis. If 
he fails to do so, the bank is entitled to sell the stored rice for him. 

(3) If the commercial bank violates the above regula.tion, its 
responsible personnel are subject to the punishment stipulated in the 
Regulations Governing the Punishment of Food Offenders. 
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