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1 Introduction

Among cereals, rice represents a major source of food for an important part of global population.
Rice is grown worldwide basically in three different cultivation systems: irrigated lowland rice,
upland aerobic rice and deep water rice. In Brazil, basically irrigated lowland rice and aerobic
rice are grown. Only irrigated lowland rice is being exported.

Considering the amount of production, a 3-years-average (2004 — 2006) indicated that the main
producers are: China, India and Indonesia. Brazil is 9" worldwide rice producer (FAO, 2007).
But production does not mean export and vice-versa. According to Ferreira (2005) “the main rice
producing countries are not always the main exporters. In fact, they produce mainly for their
domestic markets and export only the surplus.

The 3-years-average (2003 — 2005) for exports, indicate that the main rice exporters, based on the
monetary value of exports obtained from WTO data, are the United States of America, Uruguay
and China (FAO, 2007). Considering export amount, Brazil is at 43™ position. There is a big
disparity between production and exportation amounts.

As rice world stocks fall and prices climb, the food security of many countries can be negatively
affected. However, for rice exporting countries, new opportunities may arise from this new
scenario, where currently only 7% of total production is being internationally traded. New players
may appear in the rice market while others may reduce their participation.

Based on this assumption, this paper’s aim was to analyze the international competitiveness of
Brazilian rice considering the world market as well as some selected rice producing and exporting
countries as potential competitors.

2 Material and Methods
To assess competitiveness of a country the Revealed Comparative Advantage Index (RCAI)
proposed by BALASSA (1965) is useful. The RCAI shows if a country is competitive in producing

and exporting a specific good.

The RCALI can be estimated by the equation:



RCAI; = o7 (1)
&)

Being:
X;; = monetary value of Brazilian rice exports;
X; = monetary value of all Brazilian exports;
X,,j = monetary value of world rice exports';
X,, = monetary value o all world exports.

If:

RCAI < 1 — Brazil does not have a revealed comparative advantage;
RCAI > 1 — Brazil has a revealed comparative advantage; and
RCAI =1 - Brazil has neither revealed comparative advantage, nor disadvantage.

According to RCAI a country would have a revealed comparative advantage and be competitive
if the RCAI is higher than 1.0.

To estimate the RCAI of Brazilian rice in relation to main producing and exporting countries,
data of Faostat® (FAO, 2007) and World Trade Organization (WTO, 2007) was used.

The analysis considered the period from 1995 to 2005.

3 Results and Discussion
The main rice producers also are big consumers. This partially explains the results obtained.
Table 1 shows the revealed comparative advantage of Brazilian rice in relation to China, India

and Indonesia.

Table 1: Revealed comparative advantage index (RCAI) of Brazilian
rice in relation to selected important rice producing countries, 1995-

2005.

Year Brazil vs. China  Brazil vs. India  Brazil vs. Indonesia

1995 0.08 0.00 416.76

1996 0.03 0.00 3.53

1997 0.02 0.00 31.47

1998 0.01 0.00 2.92

1999 0.06 0.01 7.24

2000 0.04 0.01 21.60

2001 0.06 0.01 6.43

2002 0.06 0.00 3.71

2003 0.04 0.00 9.28

2004 0.07 0.00 7.52

2005 0.30 0.01 0.92
Source: Estimation by the authors with data from FAO (2007) and
WTO (2007).

! Countries considered in this study are China, India, Indonesia, United States of America and Uruguay.
? Milled, husked and paddy rice have been considered.



Brazil is an important rice producer and also exporter in some years. The estimation of revealed
comparative advantage of Brazilian rice in relation to the main producers showed Brazil is
disadvantaged to China and India, but showed advantages compared to Indonesia i.e., the RCAI
used to be higher than 1.0.

The market prices for rice in India, China and Indonesia® are higher than in Brazil. The Brazilian
disadvantage compared to China and India happens due to the much bigger production of these
two countries and the monetary value based RCAI used.

Table 2 shows the results of RCAI of Brazilian rice compared to USA, Uruguay and China,
which were the 3 main exporters in the 3-years-average 2003-2005.

Table 2. Revealed comparative advantage index (RCAI) of
Brazilian rice in relation to selected important rice exporting
countries, 1995-2005.

Year Brazil vs. USA  Brazil vs. Uruguay  Brazil vs. China

1995 0.022 0.0005 0.077
1996 0.016 0.0003 0.026
1997 0.021 0.0003 0.017
1998 0.043 0.0008 0.015
1999 0.155 0.0024 0.059
2000 0.085 0.0013 0.038
2001 0.089 0.0011 0.065
2002 0.064 0.0009 0.057
2003 0.030 0.0005 0.037
2004 0.020 0.0005 0.069
2005 0.065 0.0023 0.305
Source: Estimation by the authors with data from FAO (2007) and
WTO (2007).

Brazil as has not been competitive in exporting rice. Its main disadvantage was compared to
Uruguay, which is a quite small producer (29™ worldwide producer) but of high value exports”.
However, as FERNANDES ET AL. (2008) showed, specific Brazilian states like Rio Grande do Sul
may have comparative advantages to export rice.

4 Conclusions and Outlook

The main findings were that, so far, Brazil has no comparative advantage in producing rice and
exporting it to the world market. Thus, Brazil’s participation in the world market depends on
structural changes in the rice market as well as on issues related to cropping systems that may
arise in the future.
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